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Making Sense of
Your Audit Data
BY BARRETT CROOK

M

ore than 50,000 keystrokes!
Did you know a typical
convenience store retail audit
requires more than 50,000 individual
keystrokes? If you printed out each entry
made by the auditors, your report would
be more than 100 pages. While no one
looks at that level of detail, how do you
decide who looks at what? And what is
the right amount of data to look at?
“Less data is more” is a good rule of
thumb, but only if “less” helps the user
make better, faster decisions. This is certainly true when it comes to making sense
of your audit data. “Less is more” precisely
because it requires more thought to create
“less” data and reports, saving time and
money. So let’s look at various types of
data and reports by function.
At the Store

The auditor and store operator need to
look at data that will help them answer
two questions: ‘Is this audit accurate?’ and
more importantly, ‘Can I take action with
confidence, based on this audit?’
Some auditors print an audit trail
that details every single entry. While
this makes sense in theory, in practice it
takes more time to look at this level of
detail than it took to count the location in the first place. When this level
of detail is made available, it is usually
ignored as an impractical tool.
A better tool for identifying potential
errors in the physical count is a comparison of today’s audit counts with the
previous audit in the same location. To
make this comparison report tool useful,
the physical count must be divided into
sections as small as practical while still per12
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k By electronic data interchange (EDI)
k By posting the data to a Web portal that
allows the accounting personnel to import
the data anytime
Delivery of audit data in a format that
the accounting department can immediately use saves time and money. Once
again, “less is more.”

mitting the consistent counting of the store
the same way each time. Why? Because the
Information for Store Operations
smaller the section, the more obvious an
Your auditors should be a source
error in the physical count becomes.
of valuable insights into the operations
As a general rule, the physical count
at store level. At a minimum, auditors
should be broken into four-foot seccan report on customer care, employee
tions for comparison purposes. If at all
appearance and attitude, paperwork
possible, counts should be broken into
preparedness, cash management,
sections of less than $1,000. Any sections
compliance and controls, and merchanthat do not compare favorably to the
dising. However, before this information
physical count from the last audit should
is reported, the auditors
be recounted and verified.
must first sort the inforThe comparison report process
thegist
mation for relevance and
can be expedited by applying
k “Less data is more” is
trends. Then the auditors
exception reporting. The audit
a good rule of thumb
only if “less” helps
should customize a report
report should highlight any
the user make better,
for each level of managesections that vary more than 15
faster decisions.
ment. For example, store
percent or $250. The exception
k Your auditors should
be a source of valuable
supervisors may want
parameters can be adjusted to
insights into the operamany details about their
reflect store size and variability.
tions at store level.
stores, but the vice president
This data management using
k Analyze all audit data
the comparison report and the
of operations is usually
in detail to determine
if
audit
integrity
is
exception report at store level
more interested in trends
being maintained.
greatly simplifies and streamlines
and the more serious violathe audit analysis. It is indeed less,
tions of company policy
but it is also more because it helps to reveal and procedure.
accuracy and to foster a higher degree of
To provide this “less is more” informaconfidence in the audit process. With a
tion in a meaningful and cost-effective
higher degree of confidence, the store man- manner, the reporting process must be
ager is more likely to take action on any
automated so each person can make better, faster decisions.
problems the audit revealed.
At the Accounting Office

Managing Audit Integrity

Data required by the accounting office to
reconcile the audit should be delivered by
the auditor in a format that does not require
the office personnel to re-enter the data.
This can be accomplished in three ways:
k By the auditor’s actually entering key
pieces of information into the back-office
system at the store

All the audit data detail should be analyzed to determine if audit integrity
is being maintained. Once again, analyzing the right stuff makes this possible
and practical. For example, software
should be developed that analyzes
each auditor’s keystroke detail to
identify any auditors who may
> 14
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not be counting accurately or
who may be taking shortcuts. From
a practical standpoint, this can only
be done by running the data through
software that is designed to analyze
keystroke detail.
> 12

In today’s increasingly computerized
world, managing data is a huge challenge. Applying some of these ideas to
managing your audit data can help you
and your organization make better,
faster decisions.

Barrett Crook is vice president of cool clients for
Quantum Services. He can be
reached at (800) 777-9414 or
bcrook@quantum-services.com. More
tips on managing audit data are available at www.quantum-services.com.
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Working Capital Is Your Best Friend
BY BOB SWANSON

S

Therefore, replacement cost
The current ratio,
thegist
pricing is crucial to maintainobtained by dividing cash,
k Almost every aspect
ing sufficient working capital.
inventory and receivables
of the business affects
The alternative to replacement
by the current portion of
working capital levels.
cost pricing is borrowing funds
long-term debt and capitalk Managing working
to pay the motor fuel supplier
ized leases as well as accounts
capital is critical to
ensure inventory
in a rising price environment.
payable, is a proxy for workreplacement.
Eventually the operator would
ing capital in a ratio form.
go out of business as loans dry
The quick ratio, derived by
up due to a damaged balance sheet.
dividing current assets minus inventory
Ironically, a company can grow too
by current liabilities minus the current
fast for its working capital. A comportion of long-term debt and capitalmon situation occurs when a company
ized leases, is even more
expands and incurs financial obligations
stringent. The quick ratio
“Replacement cost pricing is crucial to determines the ability to meet that it cannot meet in a timely fashion.
Operationally, the strong demand for
immediate cash needs.
maintaining sufficient working capital
capital to finance growth in the form of
Working capital affects
for a convenience store or chain.”
inventories, slow or delinquent paykey areas such as inventory
ments, higher interest payments and
turnover and credit terms on
— BOB SWANSON
purchased goods. Convenience staffing requirements can tip a company
into bankruptcy despite higher sales
stores generally turn their
Thus, retailers need to think of workCommon measurements of liquidity for in-store inventory 13 to 14 times per year,
ing capital as the lifeblood of their busia company are the current ratio and the
according to the SOI report. However,
ness. Running out of cash is a sure way
quick ratio. Liquidity for the convenience
motor fuel inventory turns over much
store industry often depends on the stage
faster — three days or less — and for some of courting bankruptcy.
of the economic cycle. The latter stages of
high-volume retailers could be turned
Bob Swanson is the NACS director of research and
an economic recovery and the early stages
multiple times per day.
statistics. He has focused on developing relevant
of a recession tend to be more illiquid. The
Managing working capital is critical
convenience store industry metrics since 1990 with
ratio for the convenience store industry
to ensure inventory replacement. Until
particular emphasis on the production
was 1.0 for 2005 versus 1.1 in 2004, accord- recently, motor fuel prices have risen
of the annual NACS State of
ing to the most recent NACS State of the
rapidly, and operators have had to adjust
the Industry report. He can
Industry (SOI) report. This means that
street prices quickly to reflect replacement
bereached at (703) 518-4219 or
working capital in the convenience store
costs. Otherwise, there would be no money
rswanson@nacsonline.com.
industry dropped slightly during 2005.
to pay for the next motor fuel delivery.
tripped down to its bare essence,
working capital is simply current
assets minus current liabilities.
However, such a simple statement hides
the many ramifications that can envelop
a company that does not manage its cash
effectively. Almost every aspect of the
business affects working capital levels, and
this measurement helps to focus management on ways to keep more cash within
the company and ensure its sufficiency
throughout the year.
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