Practice Finance
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True or false? Women are more tristing in
relationships; therefore, female déntists are
more likely to miss embezzlement in their
offices. False. According to Donald P. Lewis,
DDS5. CFE, women are just as vulnerable as
men. However, women tend {o be more ohser-
ant of employees and will notice if a team
member has 8600 Blahnlk shoes or a Guceci
handbag, Your heightened awareness is an asset
in saving you thousands of dollars in fraud.

Embezziement costs American businesses
$5300 billion annually. Dr. Lewis. ane of two den-
tists certified as a fraud examiner, says one oul
of four dentists has or will experience embezzle-
merit. With a few preventive measures, you can
make your practice embezzlement-proof,

Warning signs for your practice:

¥ Low collection percentage’

F High {and climbing 10) am*ouml% receive ﬂ)ie

¥ Excessive overhead in several categories

¥ Employee lifestyle changes

¥ Disorganized books or computer entries

A proficlent embezzler can use these three
major areas in your practice:

+ Cash — It's easy to steal and hard to frace.

An t‘:mbe??}er %}{imﬁ. the cash and pockets it

Occasionally, he will create fictitious refunds or
discournits to himsetf,

+ Accounts receivable — Often. an embez-
zler will use “lapping.” which can begin with a
small "foan” that goes into his bank account. To
cover up the shortfall this creaies, he lakes
money received [rom Palent I and credits
Patient A's old recetvable (the one he “borrowed”
from}. Patient B eventually gets credit for his
payment. but there s a manufactured lag time.
Usually what starts out as a one-time “loan”
becomes permanent and snowballs. Increased
accounts receivable or unusual write-offs may
e evidence of lapping. Creative embezzlers set
up fictilious accounts with an elaborate system
of write-offs, taking payments for previcusly
written-off accounts recelvable,

+ Accounts payable and inventory pur-
chasing — Many emibezzlers gain access to the
practice credit card and charge personal items 1o
the practice. Some pay personal bills with prac-
tice invoices. Others set up fictitious invoices for
supplies from fictitious comipanies. Sometimes
suppliers or other emplovees help, but most
embezzlers act alone.




How to prevent embezziement
< Hire smart. Do background

and coredit  checks. Check a
prospect’s  resume  and  family,
health, or economic problems.

{Dort't violate laws like EEO or ADA).

7 Cross-train staff, Cross-train-
ing on similar tasks keeps your stafl
motiviled. Two stafl members per-
forming daily administrative (asks
will check each other.

7 Bond employees, If a stafl
member becomes a criminal. you
will e protected,

¢ Let your CPA help. Mave vour

CPA prepare usable financial state-
ments. Your expenses should be
categorized for monthly and yearly
comparisons. Check for discrepan-
cies. Sinee moest accountants lack
access o a practice’s books, an
observant dentist is more likely {o
discover fraud than an accountant.

¥ Separate duties. Post clear job
descriptions, Make sure the same
persen doesn’t perform the same
tasks each time. One employee
could collect cash and the other
couldl credit patient accounts. Let
one employee make up deposit slips
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and the other take care of deposiis.

¢ Compare documentation.
Deposit cash in the bank periodical-
ly. Compare vour schedule to the
daily revenue tally, then trace the
revenue {0 the bank slatement.
Confirm that all patient credits are
gither deposits or explained write-
offs. Use prenumbcered routing slips
and account for any missing or void-
ed slips, Jennlfer de SL Georges. a
dental practice-management educa-
tor. sugdests a great way io find
discrepancies. At the end of the
week, pull 15 random patients from
that weelt's appeintments. Reconcile
their treatments back to the posted
patient accounts. Let staff members
refile those patient fles to let them
know that yvou are checking vour
business.

v Sign every check yourself
Never use a signature siamp.
Approve all invoices and compare
them to the checks, attaching dupli-
cate computer-generaled checks lo
your invoices, Make sure you receive
the supplies you order. Use sequern-
tial check numbers. Keep wolded

" checks, and designate them as such.

% Make sure bank and invest-
account statements go
directly to your home. Alwayg
review [he checks that clear your
account,

% Set a good example. [l vou
skim cash or under-report incomae, it
sends & message to your stalfl Have
the same standard for yvour staft and
yourself.

Once the proper systems are in
place, Dr. Lewis says it shouid take
apout lve o six minutes each day
to review and reconcile important
areas of vour accounis. i vou think
you have an embezzlement prob-
lem, don't panic — investigate
farther. Thoroughly review the sit-
uation yoursell or get outside help.
If vou have documentation of
embezzlement. consult an aftorney
immediately or a special forensic
accounttant specializing in deteet-
ing fraud. Whatever you do,
prosecute to keep anothey practice
Trom being embezzied,



