by Rita Brown | Brown’s Gymnastics Training Centers

mployee theft in the gym ex-
ists. As an owner, we just
don’t want to believe it could
happen to us! A report by
the Association of Certified
Fraud found that a typical organiza-
tion loses five percent of its revenue to
fraud each year, translating to a poten-
tial projected global fraud loss of more
than $3.5 trillion.

DISHONESTY

Most employees who
mit occupational fraud are first-time
offenders with clean employment his-
tories. Worse yet is that 84 percent
when caught had never been pun-
ished or terminated by their employer
for fraud-related conduct. Gym club
owners have the responsibility to rec-
ognize potential areas or opportunities
that can prevent unnecessary losses
by people we trust.
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Determining why dishonest em-
ployees act the way they do is the first
step in understanding and eliminating
potential holes in your program. The
fraud triangle, known as Cressey’s
Fraud Triangle, helps model the fac-
tors that cause an employee to commit
such occupational behavior: perceived
opportunity, perceived financial need,
and rationalization (Figure1).

Opportunity

OPPORTUNITY

Opportunity is the first and most
important element in the triangle.
You can effectively deter employees’
dishonesty by putting policies, proce-
dures, and processes in place that will
reduce opportunities for fraud.

Deputize only a few trusted in-
dividuals to handle financial matters
and deal with billing, collections, and
banking. Avoid cross-training employ-
ees, which allows everyone to help but
means that no one is actually account-
able. Financials are something you
should never cross-train.

Likewise, passwords for finan-
cial based systems should be kept to
the small group deputized in financial
matters, and the owner should be the
only person who accesses and pays
bills online.

When choosing gym management
software, make sure it offers more
than one level of security and access.
No one should have the ability to over-
ride or change the amount of a charge,
payment made or how it was paid with-
out a way of tracking it.

For material items, office sup-
plies, gym supplies, pro-shop, chalk
and training supplies, there should be
an inventory control system in place.

Pressure

FRAUD

FIG. 1. Cressey’s Fraud
Triangle Illustration how an
employee can rationalize
fraudulent behavior.

Rationalization

EMBEZZLEMENT anc

Current in-stock inventory should
be checked against sales on requ-
lar basis. High priced items should be
stored under lock-and-key.

Burgess reports that most individ-
uals steal because they can, but most
employees embezzle because they are
under finan- e
cial strain. 0
As an em-
ployer, it
is wise and
savvy to try
to spot a per-
son whose
actions demon-
strate a need or
pressure to find
cash.

SIGNS TO WATCH FOR

Embezzlement

to start
small. Petty cash and other small
funds are common first targets. Snack
bars, vending machines and the petty
cash drawers are the easiest targets.

tends

Don't allow an employee making
the deposits to reconcile the month-
ly statements, unless it's the owner.
An employee could take tuition money
and post it as paid while pocketing
the money — something which can be
difficult to spot, especially if you are
running more than one club.

Itis important to keep tabs onyour
cash. Someone should reconcile daily,
so you will be alerted to any discrep-
ancies. Anything over $10, especially
if it is reoccurring, could be a sign of
an employee “testing the waters.” You
should publicly address the shortfall
with all the staff, so they know you are
paying attention. If the discrepancy
continues, then more intensive inves-
tigation may be warranted.
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1 FRAUD in Your Gym

CHECKS AND BALANCES

To protect yourself and your gym,
consider creating procedures to help
identify unethical and unprofession-
al conduct. Before hiring employees,
verify their references and hold a back-
ground screening and

credit check. Encour-
age your staff to

. become a profes-
sional member of

USA Gymnastics,

which requires

a background
check.

Take a

zero-tol-

: _\.,_ erance

approach:

{ FOR
CHGROUN®
e

“We prosecute employee theft,” and
follow through with it. Adding an
umbrella policy to cover theft and
embezzlement to your insurance cov-
erage is a smart idea.

You should always review the
books yourself at regular intervals and
randomly, so employees never know
when you may request reports. Also,
conduct periodic audits with your ac-
countant. Give employees separate
responsibilities: those employees who
order should not receive the orders;
an employee handling cash should not
manage or have access to the books.

Many gyms have a no-refund
policy, which reduces another oppor-
tunity for employees to hide theft as
“refunds.” If you offer any refunds, only

the owner should be able
to authorize it. Consider
installing video sur-
veillance system and
using a drop
safe that s
monitored.

Protection begins with you. It is
important for gym owners to be famil-
iar with their income streams and do
regular bookkeeping audits.

Above all, set a good example and
stress business ethics. v
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