Continuous Auditing

Transforming Restaurant Industry Compliance

Real-time Monitoring & Control



What is Continuous Auditing?

Definition
Automated, systematic evaluation of transactions and controls in real-time or near real-time, enabling
continuous monitoring, exception detection, and immediate risk response.

Key Characteristics

B Automated data extraction and analysis
B Real-time or scheduled monitoring

B Exception-based alerting

B Continuous risk assessment

B Immediate corrective action capability



Traditional vs Continuous Auditing

Traditional Audit

Continuous Audit

Frequency Periodic (quarterly/annually) Real-time/Daily

Coverage Sample-based testing 100% transaction coverage
Timing Historical data review Live data monitoring
Approach Reactive problem detection Proactive prevention
Execution Manual processes Automated workflows




Restaurant Industry Audit Challenges

High Transaction Volume

Thousands of daily POS transactions across
multiple locations

Cash Handling Risks

Employee theft, till shortages, unrecorded sales

Inventory Shrinkage

Food waste, spillage, theft, portion control issues

Labor Compliance

Time clock fraud, overtime violations, break
compliance

Vendor Fraud

Duplicate invoices, price discrepancies, ghost
vendors

Revenue Leakage

Discounts abuse, void transactions, unrecorded
sales




Scenario 1: Cash Management Monitoring

Business Problem

Restaurant managers manipulating cash registers, leading to S15K monthly losses across 20 locations

Continuous Audit Tests

1. Till Variance Analysis Flag when cash over/short exceeds $50 or 2% of daily sales
2. Void Pattern Detection Alert when same cashier voids >5 transactions per shift
3. No-Sale Monitoring Detect >10 no-sale register opens without transaction

4. Deposit Timing Check Verify deposits within 24 hours of cash collection




Scenario 2: Inventory & Food Cost Control

Business Problem

Food cost percentage climbing from 32% to 38%, indicating waste, theft, or portion control issues

Continuous Audit Tests

1. Recipe Yield Variance

Compare actual vs theoretical food usage per menu item sold

2. Waste Tracking

Alert when waste logs exceed 3% of inventory value daily

3. Inventory Velocity

Flag items with turnover >10% variance from historical rates

4. Purchase-to-Sales Ratio

Detect when purchases exceed sales by >15% for key items




Scenario 3: Labor Compliance & Payroli

Business Problem

Buddy punching, unauthorized overtime, and missed breaks causing labor law violations and inflated costs

Continuous Audit Tests

1. Buddy Punch Detection Cross-check time punch with POS activity within 5-min window
2. Overtime Authorization Flag all OT hours without manager pre-approval in system
3. Break Compliance Alert when employees work >5 hours without meal break

4. Ghost Employee Check Verify all payroll recipients have recent POS/system activity




Scenario 4: Revenue Assurance

Business Problem

Excessive discounts, comped meals, and voided transactions draining 5% of gross revenue annually

Continuous Audit Tests

1. Discount Pattern Analysis Alert when employee discounts exceed 10% of their shift sales
2. Comp Meal Authorization Flag comped items >$25 without manager approval code
3. Post-Void Detection Identify voids occurring >30 minutes after order entry

4. Price Override Monitoring Track all manual price changes vs menu pricing database




Continuous Audit Architecture

Data Sources

4

Data Integration

Audit Engine

Alerting & Reporting

POS Systems e Inventory Management ¢ Time & Attendance
Accounting Software

ETL Processes ® APl Connections ® Real-time Feeds ¢ Data
Warehouse

Rule Configuration e Exception Logic ® Analytics Algorithms e
Scheduled Jobs

Dashboard e Email Alerts ¢ Mobile Notifications e Audit Trails




Benefits & ROI

U

Fraud Detection

87% reduction
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Labor Cost Savings

12-15% decrease

Ll

Inventory Accuracy

95%+ precision

Response Time

< 24 hours
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Audit Coverage

100% of transactions

Compliance Rate

98%+ adherence
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Average ROI: 300-500% within first year of implementation




Implementation Best Practices

Phase 1: Planning Identify high-risk processes
Map data sources
Define audit rules

Set alert thresholds

Build dat t
Phase 2: Development uild data connectors

Configure audit tests
Create dashboards

Test alert mechanisms

Pilot at 2-3 locations
Phase 3: Deployment e !
Train management team
Refine false positives

Document procedures

Expand to all locations
Add new audit tests
Measure effectiveness

Phase 4: Optimization

Continuous improvement




Key Takeaways

Continuous auditing enables proactive fraud prevention and risk management

Real-time monitoring covers 100% of transactions vs traditional sampling

Restaurant industry benefits significantly from automated cash, inventory, and labor
controls

Implementation requires integration with POS, inventory, and HR systems

ROI typically achieved within 12 months through loss prevention and efficiency gains



Need Help Implementing Continuous Auditing?

| provide fractional audit leadership and consulting services to help organizations
build effective continuous audit programs.

Services Include

¢ Continuous Audit Strategy &

Implementation

SOX Compliance & Internal Controls

*

Data Analytics & Automation Solutions

*

Fraud Prevention & Risk Management

Majid Mumtaz

CIA, ACA, FCCA, GRCA

majidrajpar@gmail.com |
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