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Money Talks 

BLB-(Bank Lending Barometer): Lending Picks Up, With Super Low Rates 
Lending to small businesses particularly credit worthy customers has sky rocketed in the last three months.  Moreover, rates 
on loans have dropped to levels I have never seen in my career-low 3’s. Yes that is correct; I have seen some rates at 3.25% 
with a 7 year balloon with businesses with good credit.  Bankers I have talked to are getting nervous; they fear a torrent of 
refinances at rates of 5.0% down to this 3.25%. Good credit risks refer to the following:  Debt service coverage ratio above 
1.30; adequate collateral coverage; good management track record and good credit reports. 

Businesses that have fair credit risks can get lower rates too. These fair credit risks can expect rates to be around 5.0%. Also, 
businesses that have poor credit risks can look for rates in the 6.0 % to 7.0% range.  Likewise, finance companies (including 
leasing companies) are doing deals in the 6% to 7% range. 
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Bank Lending Barometer  

Score 
Lend-

ing 
Description 

76-100 Jackpot 
Here's the Money! We'll do the paperwork 
later. 

51-75 OK Let's see what we can do. 

26-50 Tight 
I would lend you the money, but underwrit-
ing is killing most of my deals now. 

0-25 
Very 
Tight 

I know you have 100% cash pledged for the 
loan, but we don't have the money. 
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In the last year, three of our clients were hit by thefts of money by bookkeepers who worked 
for them. In one of the cases we recovered all of the funds stolen.  The other case is in the 
process of being recovered, and the final case we were called into too late and no recovery of 
funds is possible. There seems to be a pickup in theft recently. Prior to this year we would 
run into a theft every 2 or 3 years.  In talking with law enforcement officials, employee thefts 
have been skyrocketing since the 2008 recession began.  

The above mentioned thefts were forgeries dealing with the bank accounts.  However, there 
are other possible thefts of company property that can occur with inventory, supplies and 
other assets. Therefore, this issue will focus on preventative steps that every business can 
take to minimize possible losses. In addition, we will make recommendations on the amount 
of insurance a business should carry for employee thefts.  Likewise, we will tell you what 
steps should be taken when you suspect a theft of assets. 

“Now wait a minute here”, you are saying. “Greg, don’t you look for employee thefts?  Why 
do we need to do this?”  Our engagements are not designed to look for employee thefts or 
weaknesses in your internal control system. The costs to look for these thefts or weaknesses 
can be expensive.  Even in audits that we perform, there is no absolute guarantee that a theft 
can be discovered. The only sure way to search for theft is to look at every transaction which 
is time consuming and expensive.  Thus, having good internal controls and follow up proce-
dures are good preventive measures.  

Most employee thefts are discovered by accident, and it is possible for an employee to take a 
little bit of money over a long period of time without being detected.  If the business owners 
involved in the above thefts had key accounting safeguards and completed major control 
checks, the thefts would have been stopped much sooner or may not have occurred at all.  
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Major Control Checks 

The point in performing these control checks is to detect fraud and forgeries. In addition, another subtle message is sent 
to your staff that you are reviewing financial transactions on a regular basis which can discourage theft.  These control 
checks can be done in 1 to 2 hours a month. Your spouse could be a very good person to use for this task. Our firm can 
also do these activities. 

Bank Statement Review 

A review of your monthly bank statement before it is given to the bookkeeper is vital. This will prevent the bookkeeper 
from removing a forged check or debit memo.  Look at every single check to make sure it is your signature, the vendor 
looks familiar, and the amount of the check is reasonable and has not been altered. Signature stamps should never be 
used for checks. Look for online payments to vendors that are not familiar to you or in multiple payments (multiple 
online payments to the same vendor might suggest someone’s personal expenses).  

Banks make it easy to download statements on the computer. However, not all banks download copies of the checks.  
Most downloads of the checks are a tedious process on line of having to click each check to review it.  Contact your bank 
to have them run your checks on a letterhead page with multiple checks on one page.  If the bank cannot do this, consid-
er receiving the statement by mail, even paying for this service.  It is that important. 

Credit Card Refund Control 

Credit card machines have the ability to put through refunds to customers credit cards. Thus, it is also possible for an 
employee to put through their own credit card refund through the machine.  I have seen at least two cases in the last few 
years of this, and I suspect that this may be more of an issue.  In most business I go to and test this feature, the refund 
goes right through. A simple solution here would be to password protect the machine to issue refunds. The person who 
signs the checks should be the person to enter the password in the credit card machine. Also, review your credit card 
merchant statement and look at the refunds issued and make sure the staff can provide supporting detail. 

Credit Card Statement Review 

The popularity of purchasing products and services via credit card continues to grow. However, the controls to account 
for these transactions do not exist to a large extent.  Moreover, virtually all businesses have good documentation to sup-
port writing checks. Writing a check and charging on a credit card have the same result – the bank account is decreased. 
Therefore, the same controls need to apply to both. Every credit card charge needs to be supported by an invoice from 
the vendor and reconciled to the credit card statement every month. Moreover, each charge needs to be entered into 
QuickBooks separately and reconciled every month. 
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QuickBooks Void/Deleted Transaction Report 

An employee puts in a check to himself, forges the check, and then deletes the check from QuickBooks. Another phony 
check is entered into QuickBooks to cover up the forgery. There is a report that can be run in QuickBooks that lists trans-
actions that were voided or deleted. Moreover, the report can list the person that actually changed the transaction.  Ex-
planations need to be obtained for any voids or deleted transactions.  

Suspicions of Theft 

The first thing to do when you suspect theft is to contact our office. Secondly, do not mention to anybody there was a theft 
or accuse anybody of theft. We will gather information and document the theft properly so that the police can press 
charges and obtain recovery from banks and insurance companies. Police do not like to investigate thefts from businesses 
and will only pursue the perpetrator when it is laid out to them on a silver platter. We had one prospective client that pur-
sued the theft on his own and did a poor job of presenting the information to the police, and the police would not press 
charges. In most cases, we get the police to press charges for cases involving theft of money and credit card refunds and 
charges. 

Once the proper evidence is gathered, a decision has to be made whether to prosecute or recover the money from the per-
son who committed the theft. If a bank or insurance company will reimburse the theft in full, prosecution needs to occur. 
If no recovery is available from the bank or insurance company, consideration needs to be given to confronting the em-
ployee with the theft and give the employee the option of paying the company back in full or face the full force of the law.  
We have recovered two large sums of money from ex- employees using this option. It is amazing how these ex-employees 
can come up with this money. The employee in any case has to be terminated no matter what; no second chances for 
theft. 

Other Types of Theft 

Two of the other types of common theft are cash sales and inventory.  One of the problems with cash sales is that the 
transaction might not get rung up at all. A customer paying with cash, and no receipt is  given to the customer, can be 
fertile ground for the employee to take the cash and put in their pocket. Moreover, a little bit of cash taken over a long 
period of time is hard to catch. A camera system is a good tool to have here that looks over the register. Periodic reviews 
of the camera tape can help to insure that employees will think twice about stealing cash.  Many retail businesses have 
significant amount of cash shorts at the end of the day when the register is closed out.  It is important to track down why 
these shorts occur and eliminate them. It is amazing how moving one person off the register can eliminate cash shorts. 

Theft of inventory is another potential area of employee theft. Having a good perpetual inventory system works well here 
(perpetual inventory is a computer based system that says you should have 12 of an item on the shelf and when you go 
count that item there is 12 on the shelf). This perpetual system will show when you have a shortage of product. Tracking 
down the theft here is a little more challenging to determine which employee or customer is taking the product. Camera 
systems can be of some help here. However, I have found the best source of information of who may be stealing inventory 
are other good employees and customers. Over the years my clients have gotten calls from their customers telling them a 
certain employee was trying to sell them product at discounted prices outside of the business. 

Other Analytical Tools 

The best analytical tool I found to spot potential theft areas is to run a profit and loss report and look at each expense as a 
percentage of sales. For example, if sales are flat and margins have not changed and inventory levels have not changed; 
why would purchases as a percentage of sales go up from the previous period? I have observed that if transactions are 
coded accurately in QuickBooks, the expenses as a percentage of sales is very predictable.  We have had two cases in the 
last few years where the expenses percentage were slightly out of line, and it was determined that the employees were 
stealing supplies.   

Obama Care Insurance Update 2014 

Regulations are still being written for health care coverage for businesses that have more than 50 full time employees.   
The employer is going to have to contribute a certain percentage towards employees health care coverage or pay a fine.  
These regulations may be finalized at the end of the summer into the fall.  It is not yet clear.  Moreover, there could even 
be a one year delay in the implementation date. We will keep you updated. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


