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BANK RECONCILIATION PROCESS

The owners of small businesses should perform the bank reconciliation duties or take an active role in the review process.  If the small business owners designate an individual to perform the bank reconciliation duties, the owners should review the bank statements and checks for any irregularities before giving the statements and checks to the designated account custodian. Within a small organization, such as a not-for–profit, the unopened bank statement and checks should be mailed or forwarded to an independent party designated by the organization for review. 

When performing the duty of reconciling the bank accounts, what should a reviewer actually look for during the process? 

Review Check Endorsements for Irregularities

A comparison should be performed of the redeemed check payee with the information recorded in the check or disbursement register of the accounting system. The endorsement on the back of the check should also agree with the information on the payee line of the check. Most business checks are endorsed with a rubber stamp imprint that indicates that the endorsement is for the named payee and guaranteed by the bank. This endorsement is sufficient within the banking system even though the name of the payee is not present.

Endorsements for Multiple Vendors

Many vendors often deposit revenue checks for their subsidiaries. It would not be uncommon to view unfamiliar multiple endorsements of a returned check. What should pose a question to the reviewer is when a check is made out to a business vendor and is endorsed without a stamped endorsement or business name endorsement. This could be an unscrupulous employee who has issued checks to several false vendors and deposits the proceeds into his or her personal account.

Voided Checks That Subsequently Clear the Bank

When a business or organization has an inappropriate segregation of duties, improperly voided checks can be processed into a fraudulent disbursement. When reviewing the bank reconciliation, gaps in the sequence of checks should be compared with the check or disbursement registers to determine if the checks were properly made out to a payee or voided. All voided checks should clearly be mutilated with the signatory area removed. Voided checks should be maintained with the reconciled bank statements.

Checks Issued to Organizations Using Abbreviations

Companies or organizations should never issue checks made payable to organizations using abbreviations for the company name. Unscrupulous employees can intercept these checks prior to mailing and alter payee information and then either cash them or deposit them to personal bank accounts. 
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WHY BUSINESS VALUATIONS ARE IMPORTANT 

Buying and Selling

Your business is one of your largest assets.  By understanding how businesses are valued, you can create goals which will increase its value over the long-run.  

Some owners may want to sell their business. Others may want to buy a business.  Knowing the value of the business helps determine whether it is a good idea to sell or buy a business.  Knowing the process by which businesses are valued will help an owner increase the value of their business in the long-run.  We can provide assistance in both business advice and valuation services to help you through this process.

If you are thinking of selling your business you should start a few years ahead of time by getting your business in top shape.  This is the time to maximize your profits.  Be sure to eliminate questionable, quasi business expenses.  Make sure relatives’ compensation levels are reasonable with respect to the market place.  We have an experienced bookkeeping staff that can provide assistance in this regard.

Perform a SWOT analysis whereby you look at the businesses Strengths, Weaknesses, Opportunities, and Threats.  You will have some time to improve upon any discovered weakness and maybe able to hedge against threats.

Prepare some budgets or forecasts a year or two out and accomplish them.  This will lend credibility to future projections which will be used to value the business.

There are firms which specialize in selling businesses and some specialize in certain industries.  They are well positioned to identify and manage potential buyers.  They are commissioned based and will price your business to sell.  We have found them very effective in accomplishing a transaction.

A buyer will pay what the present value of the expected future economic benefits of the business discounted at a rate to reflect the risk of the business enterprise.  If your records are in top shape and portray consistent results, they will provide the foundation for a solid business valuation.  

