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Introduction
Were you aware that the U.S. Chamber of Commerce estimates that employee theft costs American companies any-
where between $20 billion to $40 billion annually? Even seemingly small losses to theft can eventually doom a small 
business. How can you avoid this fate for your business? There unfortunately isn’t one “magic bullet” solution that will 
completely eliminate your exposure to fraud. There are however, many practical tactics that you can easily implement 
to reduce your company’s risk. 

This e-book covers several topics that will protect your business:
 Why business owners need to be aware of corporate fraud
 Keeping your assets safe from fraud
 How you can protect a small business from embezzlement 
 Why bank reconciliations and documentation are important

If you have any questions on the topics here, feel free to reach out to our expert authors whose contact information is 
contained below. 

About our Authors
Chris Marrie

Chris is a Principal in the Naples, Florida offi ce of HbK and has been with the fi rm since 1998 
after having earned his Bachelor of Science degree in Business Administration in Accounting 
from Youngstown State University.

Chris is a member of American Institute of Certifi ed Public Accountants (AICPA) and the Florida 
Institute of Certifi ed Public Accountants (FICPA).  He is also a Past President of the Naples 
Gulfshore Rotary Club.

Chris has extensive experience in auditing and business consulting and provides a variety of accounting and assur-
ance services to individuals, as well as business owners and administrators of non-profi t entities. He is a member 
of HbK’s Construction Industry Group and received the designation of Certifi ed Construction Industry Professional 
(CCIFP) from the Institute of Certifi ed Construction Industry Professionals, Inc. (ICCIFP).  

Chris has been instrumental in the growth of HbK’s Construction Niche and he serves as a member of the HbK 
Quality Control Group as an audit reviewer.  He also serves as the Audit Principal for HbK’s southwest Florida offi ces.

Contact Christopher Marrie at cmarrie@hbkcpa.com or call him at (239) 263-2111 for assistance with managing 
business fi nances.
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Craig Steinhoff

Craig provides accounting, audit and fi nancial reporting services to a wide range of industries, 
including: manufacturing, wholesale distribution, not-for-profi t, governmental, retail and 
entertainment. 

He is a member of the American Institute of Certifi ed Public Accountants (AICPA) and its 
Inaugural Leadership Academy & CITP Credential Committee.  Of the latter, he serves as the 
Vice-Chair of the Examination Task Force.  He is also a member of the Ohio Society of Certifi ed 
Public Accountants (OSCPA). 

Craig is also a member of the Board of Directors for Neil Kennedy Recovery Clinic, where he also serves on the 
Finance and Community Relations Committees.  He serves on the Finance Council at St. Maron Parish in 
Youngstown, the Community Leadership Council for Akron Children’s Hospital Mahoning Valley in Boardman 
and is a graduate of Leadership Mahoning Valley’s Class of 2009. 

Contact Craig Steinhoff at csteinhoff@hbkcpa.com or by calling 330-758-8613.

Scott Roush

Scott Roush, CPA is a Principal in the Boardman, Ohio offi ce of HbK and has been with the fi rm 
since 2005. He began his career in public accounting in 1990 after having earned his Bachelor of 
Science degree in Accounting from Malone College.

Scott serves clients in the areas of accounting, auditing and fi nancial reporting. He consults with a 
variety of clients on matters related to mergers/acquisitions, public/private debt and equity offerings, 
restructuring improvement initiatives and many other technical accounting matters.

Scott serves on the HbK Assurance Practice Committee and is one of HbK’s Quality Control Principals. As such, he pro-
vides secondary review services as well as research and counsel on several complex accounting issues. He is a member 
of the American Institute of Certifi ed Public Accountants (AICPA) and the Ohio Society of Certifi ed Public Accountants 
(OSCPA, as well as serving as a member of its Accounting and Auditing Issues Committee.

Contact Scott Roush at sroush@hbkcpa.com or call him at 330-758-8613 for assistance with managing business fi nances.

Phil Wilson

Phil is a Principal in the Boardman, Ohio offi ce of HbK. Phil began his public accounting career 
in 1985 with Seidman and Seidman and joined HbK in 1987.

In 2004, Phil was selected as HbK’s fi rst Chief Operating Offi cer. He is responsible for managing 
the day-to-day activities of HbK and to ensure the fi rm continues to meet the exacting standards 
of today’s professional services fi rms. Phil also serves clients as one of the fi rm’s second review 
Principals, providing research and expert counsel on complex accounting and auditing issues. His 
industry experience includes manufacturing, nonprofi ts, healthcare, real estate, construction contractors and employee 
benefi t plans. Phil also serves as President of HbK’s affi liated fi nancial services fi rm, HBKS Wealth Advisors.

Contact Phil Wilson at pwilson@hbkcpa.com or call him at 330-758-8613. 
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Employee Theft/Fraud: Business Owners Beware 
Written by Phil Wilson 

Any employer who believes employee theft, fraud or embezzlement is not a valid concern is naïve … at best. 

At worst, he or she could be one of the thousands of U.S. business owners who suffer considerable fi nancial 
losses each year when their staff members steal from them. 

In fact, the U.S. Chamber of Commerce estimates that employee theft costs American companies anywhere 
between $20 billion to $40 billion annually.

There is a distinction between employee embezzlement and employee theft:  Embezzlement deals with the mis-
appropriation of a company’s funds by bookkeeping and accounting personnel, while theft deals with the broader 
area of inventory shrinkage caused by employee theft.

Typically, there are two main triggers for an otherwise 
honest, trusted employee to turn to either embezzle-
ment or theft: 1) Addiction, including gambling or 
involvement with drugs by the employee or a loved one, 
or 2) Pressure created by an economic downturn.

Most cases of signifi cant employee embezzlement or 
theft involves an employee of considerable tenure, with 
an exemplary work record and who is dedicated to the 
company by all outward appearances. Remember, only 
an employee in good standing has the implicit trust 
of the employer, without which embezzlement or theft 
would likely not be possible. Many times a breakdown 
in internal control creates a situation in which a dishonest employee can easily manipulate the system.

Another characteristic common to this profi le is an employer so busy that he or she is not closely involved with 
the accounting department.  In the case of some smaller companies, there is often a lack of staff expertise in 
place to ensure a strong system of internal control procedures i.e. there is virtually no system of checks and 
balances for potential employee theft.

One or more of these factors combined with an employer’s blind trust in an employee, could prove to be very 
dangerous – and costly.

Also, it is important to note that not all outside accounting fi rms have the ability to determine and/or disclose 
employee fraud to business owners. Therefore, it is critical for every employer to focus on his or her potential 
exposure to employee fraud as a precautionary measure.

It is imperative that every businessperson understand why employees commit fraud, embezzlement or theft and 
to know what can be done to prevent it.  Sadly, many employers do not consider or address this issue until after 
an occurrence — when it is clearly too late.
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Managing Business Finances: Are Your Assets Safe? 
Written by Scott Roush 

Many business owners are discovering that their assets are not as 
well protected as they thought. This is especially true in small business 
environments where a single employee manages all the fi nances. 
Often there are no checks and balances to verify that transactions 
are accurate. Managing business fi nances correctly is key to any 
company’s success. 

When proper, consistent procedures are not in place, there is a risk 
that employees may learn to manipulate the accounting system to their 
benefi t. Whether through intentional theft or human error, the end result 
of an ineffective internal accounting system can greatly and negatively 
impact a company’s management discussions, fi nancial reports, and 
tax fi lings.

Unfortunately, once a company’s fi nancial records have been altered, discovering problems is extremely 
diffi cult. Most standard accounting practices are not designed to uncover internal problems such as 
embezzlement.

Therefore, the best way to safeguard your company’s assets is to recognize and improve upon potentially weak 
or ineffective internal procedures. The following business practices can help business owners minimize the 
possibility of experiencing internal control problems:

 Related duties should be assigned to different people. Certain accounting functions are designed to 
cross-reference each other for accuracy. These include but are not limited to: writing/signing checks, 
ordering/paying/receiving materials and handling cash/recording cash. Having separate individuals be 
held responsible for each of these procedures can reveal inconsistencies in a company’s fi nancial records 
in a timely manner.

 Reconcile and scrutinize your bank statements every month. A bank statement can tell a lot about a busi-
ness if the information is reviewed in a timely manner. Examine checks and endorsements, track transac-
tions between accounts, compare payroll checks with employee records, and ask questions consistently.

 Always ask for proof before you sign a check or authorize a transaction. When business owners insist on 
reviewing original documentation, employees tend to become more accurate in their tasks and commu-
nicate their needs more clearly. Business owners should also verify the names of both their vendors and 
their employees occasionally. Also, always remember to cancel supporting materials after signing a check.

 Lock and protect your valuables. Simple measures such as keeping blank checks and signature stamps 
secured, and depositing cash and checks daily are effective ways to prevent theft or loss. It’s also impor-
tant to secure fi delity bonds and insurance contracts (and information) for all accounting and key personnel 
involved in related transactions.

 Know your employees and examine behavioral changes. Always verify employee references before hiring 
anyone. Also, consider the need for conducting other background checks as appropriate, including but not 
limited to the need for credit information, motor vehicle reports, and even criminal searches. 
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Many white-collar crimes go unreported and continue to be repeated because business owners are 
hesitant to publicly discuss compromises or breaches of security within their companies. Watch for trouble 
signs including: possible substance abuse, sudden, drastic change in lifestyle (such as living beyond 
means) and possessiveness of work (unwillingness to share sensitive fi nancial data with peers).

These internal controls can help you reveal many discrepancies as well as recognize the excellent efforts of your 
staff members.

Protecting Your Small Business from Embezzlement Risk 
Written by Chris Marrie 

One of the most devastating blows a small business 
can sustain is embezzlement or fraud.  In one fell 
swoop, such a threat can destroy everything a small 
business owner has worked a lifetime to achieve. 

Don’t allow yourself and your business to be subjected 
to the same sad fate as thousands of small business 
owners and professionals victimized by embezzlement 
and fraud in the U.S. each year. Protect your company 
by following some simple steps to reduce your risk:

 Don’t sign blank checks. This may sound obvi-
ous to the point of being silly, but many small 
business owners are so busy running opera-
tions and serving customers that it seems signing multiple blank checks for someone else to fi ll out 
makes bill-paying more effi cient. This is not a wise or safe business practice.  But simply not signing 
blank checks is not suffi cient in terms of smart check maintenance. Here are some other do’s and don’ts 
regarding check-signing:

o Never use a pencil to fi ll out or sign checks. Instead, always use a pen with tamper-proof ink. 
These are inexpensive and easy to obtain at most offi ce supply stores.

o Only sign checks when they are presented with proper supporting documentation such as a 
current invoice, even if you recognize the payee.  Make no exceptions.

o When paying utility bills, credit card bills and other similar invoices, make sure your account 
number appears in the “Pay to the order of” space or box or someplace else on the face of the 
check. For example, VISA A/C # 1234567.

 Receive and review monthly bank statements. Whether you get your bank statement through the mail 
or electronically, you need to receive and review it every month, preferably before anyone else. Make it 
a habit to glance through your checks. Are there any payees you don’t recognize? If something seems 
odd, ask questions. Investigate.

 Insist upon timely bank reconciliations. Bank reconciliations are best completed by a different person 
from the one who prepares checks (accounts payable) for validation purposes. For many small busi-
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nesses with limited resources, this isn’t possible.  Yet regardless of who performs the bank reconciliation, 
make sure it is completed within 10 days of receiving the monthly bank statement and that it is submitted 
to you for review as quickly as possible.

 Control your check stock. Access to unused checks should be limited. Insist upon an accurate 
inventory of check stock by check number. Use checks in sequential number order. If any bank 
accounts are dormant, close them.

 Monitor payroll. At least quarterly, examine your payroll reports to make sure there aren’t any “ghost 
employees” and to ensure that everyone is being paid the correct salary. Examine the quarterly payroll 
tax returns to confi rm this information.

These tips can help reduce the risk of forgery and some other types of embezzlement, though there is much 
more that business owners can do to protect their companies.  Especially if a business deals in regular mon-
etary transfers (cash or electronic), the owner should take care to retain strict oversight in this area.  HbK helps 
business owners develop and implement any and all of the important internal controls mentioned in this article, 
as well as several others.  

Bank Reconciliation & 
Documentation Practices: 
A Big YES to Both 
Written by Craig Steinhoff 

If you never balanced your checkbook, your account 
would likely bounce more than an NCAA basketball 
during March Madness.

The same holds true for your business accounts; 
attention to detail is crucial.

In keeping with our continued efforts to keep clients and consumers informed and apprised of best practices in 
terms of internal control, we are reaching out with suggestions on how to spot potential risks that exist in your 
current bank reconciliation and documentation procedures if they are not well-planned and implemented in total.

Ensuring proper processes is imperative because, by implementing some simple yet effective internal controls, 
you can reveal possible errors or discrepancies while safeguarding your company’s assets and fi nancial records.

Bank reconciliation procedures are important.  Resolving and scrutinizing your bank statements every month will 
make it more likely for you to notice bank errors and/or any signs of unusual activity. Your company can benefi t 
from:

1. Examining issued checks and verifying all accompanying endorsements
2. Tracking transactions between accounts
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3. Reviewing cash disbursement journals on a regular basis
4. Comparing payroll checks with employee records

Additionally, implementing documentation practices enhance internal communications and offer a conclusive 
checkpoint before fi nalizing procedures. Recommended practices include:

1. Asking for proof before signing a check or authorizing a transaction
2. Never signing a blank check
3. Insisting on reviewing original documentation
4. Verifying the names of your vendors and employees occasionally
5. Canceling supporting materials after signing a check

As a side benefi t, implementing a system of internal controls will also allow you to recognize the excellent 
fi nancial safeguard efforts of your staff members!


