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Welcome...
When we launched his newsletter,
the choice of our initial topic might
have seemed a bit counterintuitive.
After all, why would a company that
specializes in breathing new life
into troubled businesses want to
offer advice titled “Avoiding Trouble
Ahead”—advice that, if followed,
would seem to reduce the number
of businesses that might give us a call when they really needed
help.
The answer is this: We don’t want to see businesses fail. All too
often, we’ve seen the pain of the CEO who has come to realize
that his profits have disappeared, and the fear etched on the
faces of workers whose next stop is the unemployment office.
In this edition, we’ll try to distill the advice we’ve dispensed in
the last year or so.
On behalf of everyone at Beane Associates, Inc., I want to
thank you once again for your support of our firm.
For additional information on us, visit
www.beaneassociates.com
Sincerely,
Tom Beane, President CMC CIRA

Chris Todd returns to Beane Associates
Beane Associates is pleased to welcome back
Christopher H. Todd.
Chris, who has nearly 20 years experience in
accounting and crisis management consulting, had
spent the last 18 months as chief financial officer
of the YMCA of Burlington County, N.J., which had
been experiencing financial difficulties before he
took on the assignment.
Chris specializes in financial and organizational restructurings with economically distressed entities.
He has experience in diverse industries, including
construction, manufacturing, technology and retail.
In one of his previous assignments for Beane
Associates, he served as Interim CFO for a $70 million textile manufacturer and quickly restructured
the balance sheet and operations. The company
turned cash-positive within 30 days from the start
of the assignment.
Chris earned a B.S. in Accounting from the University of Delaware. He is a Certified Public Accountant
and a Certified Fraud Examiner. He is a member of
the Turnaround Management Association and the
American Bankruptcy Institute.

Want to Keep Your Business Out of Trouble? Here’s How By Tom Beane
Three sentences I wrote in our first newsletter have served
as our guide for everything we’ve done since then, and
they bear repeating here: “Even the best of companies
sometimes hit bumps in the road. But one way to avoid
them is for the owners and management team to make a
thorough and honest assessment of their financial and
operational practices — at least on a yearly basis. It is far
better to identify potential trouble spots before problems get
out of hand than to deal with the prospect of restructuring,
bankruptcy or liquidation because the early warning signs
were ignored.”
Perhaps that’s why the article drew this immediate response,
emailed by one CEO: “After reading the article, I need help!
See you in a few days.”
Equally significant was our choice of the image to illustrate
that first article — the iceberg — because it serves to
warn all of us that the most significant problems facing our
businesses are often the ones that we cannot see.
The classic example of trouble going undetected is
occupational fraud, the topic of our second newsletter.
According to the Association of Certified Fraud Examiners
(www.acfe.com), U.S. organizations lose 5 percent of their
annual revenues to fraud. Based on the 2006 U.S. GDP, that
adds up to about $638 billion in losses, despite increased
emphasis on anti-fraud controls and recent legislation to
combat fraud.
As we noted then, in most cases, a company’s problems don’t
start with insider fraud. Rather, fraud tends to occur when
a manager or employee sees financial troubles developing
and takes steps to try to cover it up.
Two of our suggestions for minimizing the risk of fraud
losses: establish strong ethics policies and improve internal
controls.
Later in the year, we shifted our focus to strategies that not
only help companies stay out of trouble but also can help
them improve their bottom lines.
In our third newsletter, we discussed the use of advisory
boards as a tool to provide CEO’s with big-picture suggestions
to improve a company’s operations.
In an interview, Jim Lucas, a group leader with Vistage, the
world’s largest membership organization for CEO’s, touted
the value of advisory boards. He said: “Smart CEOs and
owners realize they have ‘black spots’ — holes in their own
skills. One of the things a top-performing leader recognizes
is how to fill those black spots. If a leader is weak on finance,
then you might really want an accountant on your advisory
board because they can give first-hand advice on a strategic
level, say, on what’s the impact on cash flow if you decide to
add another store. If leaders recognize their ‘black spots,’
they can fill them in with an advisory board.”

Ultimately, the success of any business depends upon its
product. The idea is to make more, do more, sell more —
and in the most efficient manner possible. When we take
on an assignment with a troubled business, one of the most
important aspects of our review of its operations is to promote
the concept of “lean thinking,” the manufacturing technique
to vaulted Toyota to the top of the auto-manufacturing
ladder.
All sorts of businesses — and even government agencies
— are learning that lean techniques can help them eliminate
waste and save time and money.
In our May newsletter, Mill Brown, managing director of our
Atlanta office, summarized it this way:
“Virtually every set of procedures can be streamlined. Lean
thinking is all about getting rid of unnecessary steps and
motions, getting rid of any piece of the process that does
not add value to the final product. It’s about making what
you need, when you need it, rather than stockpiling huge
inventories that take up valuable space and might not ever
be sold.”
Following the advice outlined in our first four newsletters
can certainly help businesses—but not every CEO is going
to do that. So, last August, we offered advice on how to
choose a turnaround consultant, and followed that up
with an explanation of how the consultant assembles a
management team to put a business back on track. Key
points to note: When a company is in trouble, don’t waste
time figuring out who to blame; get to work on fixing the
problem. And, perhaps most important of all, teamwork is the
ultimate competitive advantage.
Indeed, teamwork is what Beane Associates is all about. If
you’re in trouble, we’re ready to help you out. If we can help
keep your business out of trouble, that’s even better.
To read more, go to:
http://www.beaneassociates.com/newsletters.asp
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Tip Sheet
• Frequent transfer of funds between business and
personal accounts.

At Beane Associates, we like to give our friends helpful
advice. Here are suggestions on a variety of topics,
culled from earlier editions of this newsletter.

Need turnaround help? Here’s what to ask

Growing your business

• What’s your turnaround philosophy? Why do you
think it might work for my company?

• Develop a flexible business plan, and review it as
your market changes.

• How do you work? As a consultant, as a temporary
employee? Solo or with a team?

• Build stronger relationships with your customers and
your suppliers. It’s always easier to keep your current
customers than to find new ones.
• Watch your competition – its quality, pricing and
services. Stay ahead – and make clear the reasons
your company is better than, and different from, the
competition.
• Plan expansions and diversifications carefully. Be
certain that your employees can handle the demands
that growth brings, and that you’ve got the cash to
finance the expansion.

• Tell me what you’ve done for others — how you
approached the problems, and how you solved them.

Creating a “lean machine”
• To implement lean manufacturing, management must
be committed. It needs support from top to bottom. If
the CEO does not embrace it, it will fail.

• Who handles the negotiations with our creditors? If
we’ve got tax issues, who deals with the IRS?

• Eliminate unnecessary steps and motions. If it does
not add value, get rid of it.
• Keep at it. Change is daunting and painful but the
pursuit of perfection is a marathon, not a sprint.

Warning signs for fraud
• Poor internal controls, a lack of segregation of duties,
can contribute to an environment where fraud can
occur undetected.
• Managers who are not candid and responsive may
be hiding something they don’t want you to know.
• Late reporting of financial statements could be the
result of sloppy bookkeeping — or an indicator of
major problems.

When all else fails

Getting the best advice

• Cash is king. Generate it, track it and save it.

… And this could be criminal

• Your employees are your greatest asset. Educate
them, nurture them, put them in position to succeed.
If that doesn’t work, replace them.

• Frequent deposits of money orders, cashier’s checks
or other monetary instruments inconsistent with the
customer’s business type.

• Run your business as if it were for sale. Strong
balance sheets and ROE build value. Focus on this
now!

• Suspicious wire transfers to, from or through
countries of concern or to companies located in
countries known to be bank or tax havens.

• Creating an advisory board will cost money (you
don’t always get good advice for free!), but it’s an
efficient way to enlist a team of advisors with diverse
specialties.

• Visit your customers. If you are not in front of
customers 25 percent of your time, you are risking
the relationship.

• Issuing checks or money orders, often numbered
sequentially, to the same person or business, or to a
person or business whose name is spelled similarly.

• Draw advisors from different industries and
backgrounds. The idea is to beat your competition,
not be just like them.

• At the first meeting of your advisory board, look
around the table. If you think you are the smartest
person in the room, you’ve already missed the point.
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Founded in 1984, Beane Associates, Inc. continues to build an impressive track record in helping private and publicly
owned companies improve operational effectiveness and profitability during a time of financial challenge.
The company has offices in Wilmington, DE, Charlotte, NC, and Atlanta, GA.
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