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﻿﻿Westchester Distributing, Inc. (A) 
Dear Ms. Jones:
OFFICE 213-555-0101 
MOBILE 213-555-7685 
CORNELIUS VAN BUREN One Main Street, Suite 200 
Los Angeles, California 92777 
This office represents Wilson Moon. Mr. Moon has requested that I correspond with you regarding a recent transaction between Mr. Moon and Westchester Distributing. 
Mr. Moon purchased beer from Westchester but subsequently returned the beer as a result of conversations with Mr. Joe Roberts. Mr. Roberts informed Mr. Moon that he believed Carter Mario and George Pavlov, employees of Westchester, improperly discounted the sale of beer to Mr. Moon. This information was absolutely untrue, and Mr. Moon therefore returned the beer in the interest of avoiding any unfair prejudice to Mr. Mario or Mr. Pavlov. I would like to emphasize that the accusations against the employees have no basis in fact, and I would be happy to discuss the transaction with you at your convenience. 
I will also take this opportunity to request that Westchester forward to Mr. Moon the refund for this purchase. Thank you in advance for your anticipated cooperation. 
June 1, 2009 
 
Sincerely, 
Cornelius Van Buren 
 
"Betty had that look in her eye when she put the letter in front of me" said Vince Patton, referring to Elizabeth Jones, his Vice President of Finance and part-owner of Westchester Distributing. "I knew right away that something serious had happened, but I had no idea that it would cause us all the anguish it did. Even after reading the letter myself, I wasn't quite sure what was going on, but I knew I was going to take somebody out back and shoot 'em. I just didn't know who. It's not every day that an attorney sends us a certified letter because one of our customers wants to return some beer. 
"I asked Betty what she knew about the situation, but she didn't know any more than I did. Our next move was to call Joe Roberts and ask him to come upstairs to our offices. Boy, were we in for a surprise. 
"Joe came in a little timidly—I think he knew from the tone of my voice on the telephone that something was wrong—and when I gave him the letter and asked him to please explain it, he turned pale and began to tremble a little. He stammered something about trying to protect us, Betty and me, that is, and then he began to cry. Geez, I didn't know what to do. I knew the moment I read the letter that something bad had happened, but I didn't know how bad. Joe crying made me really worried. Betty and I both told Joe to calm down and tell us what happened. I actually considered slapping him to get him to gain his composure like we used to do in the Marines. 
"I ended up having to talk to all three of our men before I could feel reasonably comfortable that I had the whole story. It was a real doozey, too. 
"It turns out that one of our sales managers together with a salesman was giving a kick-back to a customer to get him to buy some slow-moving beer. They had incentive quotas and were each in line to receive bonuses if quotas were achieved. George was going to win a $1,000 gift certificate to Nordstrom and Carter was eligible for a cash bonus of a dollar per case for all Rising Sun Beer sold to new accounts that month. Rising Sun had changed its product label and we were running a joint program with the brewery to move the old bottles through the system as quickly as possible. 
"George and Carter gave this one customer a two-dollar-per-case kickback to take 100 cases. That in itself is a violation of the Alcoholic Beverage Control regulations and could cause us to lose our license for 45 days. Add to that the fact that they reimbursed themselves for the $200 by running through bogus expense reports and falsified broken bottle credits and you can understand why I went through the roof. 
"The customer, Mr. Moon, took the 100 cases, but was having a hard time moving them so he started to complain to Carter that he wanted us to take the beer back. Carter promised him three vintage neon beer signs as a gift if he would keep the beer. These neons are worth about $300 apiece and can be sold easily at flea markets or on eBay. Carter told George, his sales manager, that Mr. Moon wanted three neons and George started to panic a little bit. He was never too comfortable with the situation in the first place, but George realized that Mr. Moon had them over a barrel and went to Joe Roberts for some help. He told Joe about the kickback and the new demand for the neons and was looking for a way to contain the situation before it got out-of-control any further. 
"Joe, our V.P. of Administration, is Betty's and my right-hand man, and we rely on him to handle a lot of the work load, but he really blew this one. Rather than coming right to me he decided to resolve the situation himself. It is obvious that he didn't know the ABC regulations in this area because Westchester is responsible even if the owners are not aware of the violation. As a matter of fact, the ABC would not even hold Carter or George responsible for their individual actions; only the company and its owners are responsible. 
 
"Well, Joe took one neon to Mr. Moon on May 29 and, over lunch, explained to him that this entire situation was bad news and that everybody involved better just forget it ever happened. Mr. Moon blew up, saying that Joe was trying to blame him for something that was not any of his doing. He took the neon and left. Two days later, we got the letter from his attorney ." 
Westchester Distributing, Inc. 
Vince Patton founded Westchester Distributing in the early 1980s, when the Miller Brewing Company1 offered him exclusive distribution rights for Westchester County, California. At the time, Vince was the youngest regional manager who had ever worked at the brewery. He had joined the brewery in 1973, following his military service and a brief stint in Law School at UCLA. Earlier, Vince had paid for his education by driving a semi-trailer truck during the day and attending college classes at night. During his eight years with the brewery he established himself as a rising star and top management turned to him when the opportunity arose to find a new distributor for Westchester County. With a $200,000 loan guaranteed by the brewery and four employees, Vince opened Westchester Distributing in 1981. 
Vince was a hard charging, get-it-done ex-Marine and college football player who never backed down from a challenge. He pushed his employees to excel at whatever they did and, over the years, developed a group of fiercely loyal Vince Patton fans who were sometimes in awe of him. His employees liked to relate various pieces of Vince Patton folklore. One of their favorite stories related how Vince had a fist fight beside the freeway with one of the local motorcycle gang members who learned the hard way that not every businessman in a suit and tie can be intimidated by a leather jacket. 
Elizabeth Jones joined Westchester in 1982, after receiving a degree in mathematics from St. Mary's College. Vince, who had aspired during his adolescence to be a priest, found that Betty shared many of his philosophies; he especially liked her work ethic and devotion to the Company. Over the years Vince came to trust Betty with every aspect of the business, and asked her to join him as a shareholder in Westchester. They were still the only shareholders of the Company. 
Over the 27 years that Vince had run Westchester Distributing, the Company earned a reputation for unsurpassed customer service. In an industry where shelf space at the retail level means market share, Westchester drivers and salespeople were generally regarded as the best in Westchester's market. Westchester's major brand, Miller, enjoyed a share of market almost 40% higher than the national average in Westchester's market area. 
In 2001, when Westchester's annual volume was approximately 300,000 cases, Westchester entered Miller's annual quality competition. In the annual contest, Miller's top distributors (over 1,000 nationwide) competed for approximately 15 Miller Masters national quality awards, which carried considerable prestige in the industry. The award criteria, which were judged by special Miller auditors who visited each distributor, required documented attention to quality by all employees of a distributor. Westchester won the award in 2001, thus becoming the first small distributor to win the award, and had won the award six of the seven years since 2001, thereby becoming a Grand Master. (Owners of Grand Master distributorships who sold their companies in the 1990s had generally been able to command a 25-50% premium in selling price over comparable non-Grand Masters distributors.) 
1 In 2002, South African Breweries bought Miller Brewing Company, forming SABMiller. In 2005, Coors merged with Molson, forming Molson Coors Brewing Company. In 2008, SABMiller and Molson Coors merged, forming MillerCoors. For the sake of simplicity, the company is referred to as "Miller" throughout the case. 
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From 1999 to 2009, Westchester had grown from approximately 250,000 cases per year, $10 million in revenues and 20 employees to approximately 800,000 cases per year, $30 million in revenues, and 60 employees. From a small central office location, the Company operated four warehouses. See Exhibit 1 for an organization chart. 
Vince's attention to detail and his ability to motivate his people had brought recognition to Westchester Distributing. In Vince's words, "All of our people are above average. And then we look for perfection . . . . it drives us all crazy." 
The Beverage Distribution Industry 
According to Vince: 
"Beverage distribution is a horrible industry to be in. The industry is extremely competitive and sensitive to market share. All breweries are constantly trying to increase their market share and there are always a lot of inexperienced people standing in the wings eager to enter the distribution end of the business. Margins are low, fixed costs relatively high, and demand for products is often dependent on weather conditions. To make sure we never enjoy ourselves, we are constantly reminded that we are nobody's customer. Even our suppliers are our customers. If we don't serve them well, they will find another distributor that will. 
"We walk a fine line here at Westchester. My main measure of success is cases-per- stop. When our people arrive at an account, I view it as one might view set-up time in a manufacturing company. I view the number of case orders our salesmen take and our drivers deliver as our run-time. The more cases we sell and deliver to each stop, the more units our set-up cost is spread over. Cases-per-stop is key. 
"At the same time, we have to make sure we are devoting the appropriate attention to each of the brands offered by our different suppliers. We have more than 20 suppliers and sell over 150 different packages of product. The Budweiser distributor down the street has only one supplier—Anheuser Busch. But we have to make sure all our suppliers are happy with our service. They all set quotas for us to meet and they would all like to be our sole supplier. But I can't do that! I need as many products as I can get to increase our cases-per-stop up to a point where we are profitable. 
"One of our competitors sold out this past summer, and we were able to pick up another 175,000 cases at a good price. We had to do alot of cajoling to get Miller to allow us to pick up these new suppliers and their products. They agreed to let us do it, but they reserved the right to change their minds if they felt our service to them was suffering at all. We had some early wrinkles to iron out, but things are going well now. Our sales managers are really working hard to learn all the new suppliers' products, promotional programs, and personalities. Most supplier/distributor agreements allow the supplier to discontinue the relationship with 30-day notice. We have been discontinued twice when suppliers were bought by other suppliers, but never have we been discontinued for lack of good service. 
"There's been some consolidation in the beer industry in the past five years. Anheuser- Busch—maker of Budweiser and Bud Light—is the biggest, with more than 50% market share. MillerCoors holds about 30% of the market. Heineken and Grupo Modelo hold about 8-9% each. Most Bud distributors distribute only Anheuser-Busch products—no waters or juices— and many of Bud's distributorships are owned directly by Anheuser-Busch. We are different. Many of the MillerCoors distributors also distribute imports and smaller brew labels, and are moving toward waters and juices now, too. 
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Being a distributor for one of the biggest brewers has its advantages—namely a solid base and good support from the brewer—but it is by no means a ticket for guaranteed success. Even though Miller is our supplier, we also consider Miller to be our largest customer. We are extremely dependent on Miller for our success. But we're good to Miller and, as a result, they're good to us." 
The ABC 
The California Alcoholic Beverage Control, known in the trade as the "ABC," was established following the repeal of Prohibition to regulate the distribution and sale of alcoholic beverages in the state. The ABC regulations were very strict and penalties for non-compliance often severe. 
Section 25600 of the Alcoholic Beverage Control Act stated, in part: 
Free Goods. No licensee shall, directly or indirectly, give any premium, gift, or free goods in connection with the sale or distribution of any alcoholic beverage except as provided by rules which shall be adopted by the department to implement this section or except as authorized by this division. 
No rule of the department may permit a licensee to give any premium, gift, or free goods of greater than inconsequential value in connection with the sale or distribution of beer. With respect to beer, premiums, gifts, or free goods, including advertising specialties which have no significant utilitarian value other than advertising, shall be deemed to have greater than inconsequential value if they cost more than twenty-five cents ($0.25) per unit, or cost more than fifteen dollars ($15) in the aggregate for all such items given by a single supplier to a single retail premises per calendar year. 
With respect to distilled spirits and wines, a licensee may furnish, give, rent, loan, or sell advertising specialties to a retailer provided those items bear conspicuous advertising required of a sign and the total value of all retailer advertising specialties furnished by a supplier directly or indirectly, to a retailer shall not exceed fifty dollars ($50) per brand in any one calendar year per retail premises. The value of a retailer advertising specialty is the actual cost of that item to the supplier who initially purchased it. Transportation and installation costs are excluded. The furnishing or giving of any retailer advertising specialty shall not be conditioned upon the purchase of the suppliers' product. Retail advertising specialties given or furnished free of charge may not be sold by the retail licensee. 
Violation of this section of the Act was punishable by loss of license to distribute beer, distilled spirits, and wine. 
Many of the regulations of the ABC were designed to protect employees from unscrupulous owners who tried to force employees to bribe customers to take products. As a result, most of the ABC's penalties were directed at the owners of distributorships and the companies themselves rather than at employees who might violate ABC regulations. Consistent with that rationale, the ABC has no provisions to penalize employees who offer "freebies" or kickbacks to customers. 
Beer Delivery, Customer Relations, and Control Systems 
At Westchester Distributing, the majority of customer interaction was performed by three groups of employees: sales force, drivers, and sales managers. 
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Sales Force 
Westchester's ten salespeople visited accounts regularly to take orders that would be delivered the next day. Trucks then departed the next morning with exactly the products that were to be delivered that day. At Westchester, the sales force also worked with customers to develop in- store promotions, optimize shelf space, and merchandise products so that an effective pull environment was attained. Bottler's displays, including neon signs, were an important component in creating effective product demand, and Westchester salespeople were expected to use these displays at their discretion. 
At the end of every week, each salesperson submitted to the sales managers a daily call report which detailed special calls (i.e., unscheduled customer visits) and entertainment of customers. These reports were reviewed and initialed by both the sales manager and Joe Roberts and then forwarded to Vince Patton. 
Drivers 
Driving a beer truck was "one of the toughest jobs in existence" according to Vince Patton, who spent four years early in his career as a driver. "You have to reach high to pull the cases off the shelves in the truck bays, you have to move 10 or more at a time on a hand truck, price them, store them, and restock all retail shelves, and you have to run, run, run all day long. Our guys move more than 700 cases on a typical day, which is an awful lot of product. And most of our products are in bottles, not cans, meaning the average 24-bottle case weighs about five pounds more than a comparable case of cans." 
Bottles break, too, and Westchester's policy was to give credit to customers who found breakage caused by Westchester. Since breakage was sometimes not discovered until cases were opened, it was often difficult to know who actually was responsible for broken bottles. As a practical matter, drivers and salespeople usually reimbursed retailers for broken bottles on the spot and submitted an out-of-pocket expense claim on their weekly expense reports. Broken bottles were not required to be returned to the Westchester warehouse. Broken bottle reimbursement during 2008 amounted to approximately $35,000. 
Sales Managers 
Westchester's three sales managers were the jacks-of-all-trades of the Company. They worked closely with Westchester's many suppliers to ensure that Westchester's service to suppliers (e.g., administering supplier promotional programs or preparing regular monthly reports on sales volume, pricing, etc.) was maintained at the level for which Westchester had become known; they maintained close contact with Westchester's on-site customers (i.e., bars and restaurants where beverages were consumed on the selling establishment's premises) and off-site customers (i.e., liquor stores, supermarkets and other establishments, where beverages were purchased by consumers and carried off the premises for consumption); and they managed the teams of salesmen and drivers who served Westchester's approximately 2,500 on- and off-site customers. 
Much of Westchester's customer relations was performed by the three sales managers, since salespeople were often too busy during the course of a day to take time out for lunch or a ball game with a customer. Customer entertainment was usually not elaborate or expensive, but it was expected by customers, especially larger ones. Expenses were usually paid in cash by the sales manager or salesperson, and submitted for reimbursement by the Company. 
Sales managers also completed a weekly call report that was submitted for review to Joe Roberts. After review and signature by Roberts, the call reports were forwarded to Vince Patton. 
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Internal Controls 
As with many small owner-managed businesses, Westchester Distributing did not have an elaborate system of internal controls. Strict segregation of duties, in particular, was difficult due to the limited number of staff personnel at the Company. To compensate, all cash disbursements were handled directly by Vince Patton and Elizabeth Jones, the sole shareholders of the Company. 
With the exception of brief "Standards of Conduct" (Exhibit 2),—which employees were required to read and acknowledge by signature each year—formal, written procedures did not exist to guide employees in internal control-related matters. Expense reports were submitted weekly by the sales force and sales managers for reimbursement with their subsequent paychecks. (A blank expense report is reproduced as Exhibit 3.) The most frequent items included on these expense reports were lunches and broken bottle credits, both of which usually represented cash outlays by Westchester's employees. Unwritten Company policy was that requests for reimbursement for lunch expenses must be submitted with receipts; salesmen and sales managers usually tore the blank receipts from the bottom of restaurant checks they received when buying lunches for customers and filled in the appropriate amount themselves. Broken bottle credits paid by salespeople were submitted for reimbursement without accompanying receipts. 
Joe Roberts, Westchester's Vice President of Administration, reviewed, and signed all expense reports before submitting them to Betty Jones for reimbursement. Typical expense reports submitted by salesmen ranged from $50 to $150 per week. Expense reports submitted by sales managers were usually $150 to $250 per week. 
Neon beer signs, which were supplied by the breweries for installation in the retail establishments that Westchester served, were stored in Westchester's main warehouse with an assortment of other point-of-sale merchandise. Salespeople, sales managers, merchandisers, and even drivers, at times, all had access to the point-of-sale merchandise and took what they needed to build displays and otherwise promote Westchester's products. Formal inventory records were maintained of neon signs on hand and anyone removing a sign was required to record where it was being used. Point-of-sale merchandise in the warehouse was counted monthly for purposes of reordering. Once a sign was removed from inventory, however, no formal control mechanism existed to account for or reconcile the signs installed at the over 1,000 retail establishments where Westchester had installed displays. 
The Individuals Involved 
Carter Mario, salesman, 39, had been with Westchester since 2001 and earned approximately $65,000 per year. Carter, who had an MBA from a West Coast university, began as a driver after finding the day-to-day pressures of the business world too difficult to handle. Carter's wife, Cindy, was an anesthesiologist at one of the local hospitals. 
Many of Carter's accounts, including the West Coast Korean Market, were in the city of Cosgrove close to his home. Carter and Mr. Moon, owner of the Market, had become good friends after Carter had stopped by Mr. Moon's store on his own time to give Mr. Moon some general retailing advice. Of the $200 given to Mr. Moon to induce him to buy the Rising Sun beer, Carter contributed $60, which he recovered by submitting false luncheon receipts on his monthly expense report. 
George Pavlov, General Sales Manager, 33, was the son of a former Los Angeles Rams football star. Pavlov's father, George Sr., and Vince Patton were friends. George Sr. called Vince in 2001, when his son was laid off from his job, and asked Vince to give George Jr. an interview if a 
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position opened at Westchester. Two months later, Vince hired George as a draft beer driver, responsible for delivering and installing kegs of beer, which typically weigh 162 lbs. 
George was taken under Vince Patton's wing and worked hard at developing his skills and knowledge of the business. Pavlov worked his way up through draft-beer driving to package driving, salesman, assistant sales manager, and became a sales manager in 2008. Of the $200 given to Mr. Moon to induce him to buy the Rising Sun beer, George contributed $140, which he recovered by submitting false lunch receipts and broken bottle claims. George earned approximately $85,000 a year. 
Joe Roberts, 36, began his career in the beer industry with one of the major U.S. brewers after receiving a bachelor's degree in management from Louisiana State University. He joined Westchester in 2003, as Vince and Betty's Vice President of Administration to assist with supplier relations. He was the only Westchester employee in the history of the Company who hadn't started as a driver. As Vice President of Administration, he was the number three person in the Company. Roberts had removed a neon sign from inventory and given it to Mr. Moon in an attempt to persuade him not to make trouble about the 100 cases that he had been induced to buy. 
Vince's Dilemma 
"This entire kickback situation has put Betty and me in a really sticky situation. The right thing to do seemed obvious at first. We wanted to fire the three of them on the spot. Some of our competitors might tolerate this sort of thing, but I won't. But we're not big enough that we wouldn't miss these guys if they left, especially the managers. You can imagine what three empty seats would do to us. Nevertheless, firing them all was our first reaction—until we thought further. 
"Carter Mario had some difficulties with some of the guys in the past, and I don't think he had too many friends here besides George. The truth of the matter is that I had been watching Carter. He was once caught leaving the warehouse with products that had not been signed out—we gave him the benefit of the doubt, but as far as I'm concerned, this is stealing. We also suspected that he was going home in the day for long lunches. Knowing Carter as I do, however, I worry he will go right to the ABC and tell all if we fire him. And the way the ABC regulations work, Westchester would be closed down for 45 days and Carter Mario would get away scot-free. My 60 people would be out-of-work for a month-and-a-half and the 128 mouths they feed would be affected. For most of these people, I am their total means of support. The Company cannot afford to pay their salaries for a shut-down period and, anyway, why should they be penalized for three people who messed up? 
"We couldn't even go to the ABC ourselves, beforehand, and tell them what happened. The regulations are extremely strict because owners have been known to use some major league intimidation tactics on their employees to get them to do illegal acts and then suborn themselves if they got caught. Being up front with the ABC would mean closed doors, no two ways about it. 
"How did this happen in the first place? As far as I know, this was an isolated incident, but how can I be sure that this is not the tip of the iceberg? How did we ever let them run through bogus lunches and broken bottle claims? How did we let them give neons as bribes? How could we know how much breakage there is at retail establishments? I have been wrestling with all these things, in addition to managing the assimilation of our newly acquired brands. 
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Westchester Distributing, Inc. (A) 191-118 
"First, I have to decide what should be done about these three guys and about the ABC. Carter Mario just sent me this letter to explain his position (Exhibit 4). Then, Betty and I will be looking for some assistance on how we can tighten up our internal controls so this kind of thing can't happen again. I dug out this list of internal control principles from an old auditing text (Exhibit 5), but I really need some help on where to start." 


Exhibit 1 Westchester Distributing, Inc. Table of Organization 
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Exhibit 2 Standards of Conduct
Remember, there is a safe way of doing any kind of job. Discover 
that way for your job and stick to it. STANDARDS OF CONDUCT 
To protect its interests and to assure a productive and safe working environment, every Company must have work rules and set standards of performance and require its employees to comply. The following standards of conduct are examples only; this list is not and should not be construed as the only basis for discipline up to and including discharge. 
1. Dishonesty, misrepresentation, or falsification of any company records such as time cards, application for employment, injury reports, orders, or like documents are prohibited. 
2. Gambling, horseplay, fighting, agitating a fight, coercing, intimidating, or threatening other employees with bodily harm or injury while on duty or on Company premises are prohibited. 
3. Failure to observe and conform to established safety rules or regulations is prohibited. 
4. Unauthorized possession of firearms or other weapons or explosives on Company property or while on duty is prohibited. 
5. Solicitations and distributions of any kind by an employee, including collecting money from employees, circulating petitions, distributing literature, selling articles or conducting other than Company business during work time are prohibited. "Work time" does not include break or lunch time. The distribution of literature in work areas at any time is prohibited. 
6. Theft of Company property, removal of equipment or theft of personal property of others is prohibited. 
7. Each employee is expected to meet his financial obligations without involving the Company. Repeated garnishments or attachments are prohibited. 
8. Employees must have prior approval of their supervisor before posting or removing any material on official bulletin boards or other Company property. Official materials which have been posted shall not be altered or defaced. 
9. Insubordination, refusal to follow instructions or wanton disregard for proper authority will not be tolerated. 
10.Willful or negligent damage to Company property or that of customers is prohibited. 
11.Visiting the plant outside of working hours is not permitted. 
12.All employees shall adhere strictly to all rules and regulations pertaining to our industry as prescribed by the Alcohol Beverage Control Board of the State of California and the Bureau of Alcohol, Tobacco, and Firearms of the United States Treasury Department. 
Copies of the regulations which pertain to your job function will be supplied to you along with this handbook and will be explained fully during your probationary period. 
Any request by a supplier representative or customer for you to violate the State or Federal regulations must be reported to a supervisor immediately. 
12.Each employee is expected to report to work on a regular basis and on time. The only exceptions to this policy are for reasons of illness, emergencies, or when permission for absence is previously obtained. 
It is your responsibility to insure that your supervisor is notified when you are unable to work for any reason. 
If you fail to return to work following an authorized leave of absence (vacation, sick leave, personal leave, etc.) we will consider you to have voluntarily resigned your employment. 
When required, evidence to substantiate absence from work shall be presented by the affected employee. 
13.No personal business is to be conducted during working hours. All personal phone calls will be restricted to emergencies only. 
14.No employee is allowed to go home during working hours unless prior arrangements have been made with his or her supervisor. 
15.Hourly employees are generally not required to attend after-hour sales meetings. Any such attendance by them at such meetings is entirely voluntary. As a result, they will not be paid for the time spent in such meetings. On rare occasions an hourly employee may be required to attend an after-hour sales meeting. In such case, the employee will be paid for his or her time in attending such meeting. These rules are not intended to be all inclusive. This list is not intended to suggest that the Company may impose discipline only for violations of these rules, or that an employee may be terminated only for cause. On the contrary, all employees are expressly employed at-will. 
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Exhibit 3 Expense Report 
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Exhibit 4 Letter from Carter Mario 
Mr. Vincent Patton Westchester Distributing, Inc. 13477 San Luis Blvd. Cosgrove, CA 94000 
Dear Mr. Patton: 
June 3, 2009 
I know that you and Elizabeth feel that I never had any respect for you, because I found it so difficult to obey some of your many policies. Actually, nothing could be further from the truth. I always had a tremendous amount of respect and admiration for you both. 
It is true, however, that these feelings could never be transmitted down to the other members of your management team. I honestly tried to find some reason to admire the other members of your team, but only found them to be individuals whose sole function it was to tell you both what you wanted to hear. 
I guess I always felt that you and Elizabeth would sit up behind your locked office doors and draw up scenarios on how you wanted the world to be, and then send me a memo to make it happen. I always wanted one of you to come with me in the field so you could see the real world problems we were experiencing. This never happened, much to my unhappiness. 
I am afraid I always thought in the back of my mind, when I would overlook some of your policies that you would understand. The thought always going through my mind was that it was most important to make your scenario happen, no matter how unreasonable I thought it was. This was a most serious error in judgment on my part. It never crossed my mind that I might be breaking a rule to hurt you or the company. 
As I look back over the past five years, I still feel that your company is still the finest firm in the business, and the finest firm I have ever worked for. I think that if we could have found some way to communicate better, we could have avoided any problems. 
Very sincerely, Carter Mario 
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Basics of Internal Control 
Competent accounting and control staff 
Division of duties so that:
- no one person controls complete transaction
- employees who handle assets do not record asset transactions
- systems double-check accuracy of transactions and existence of assets 
Authorizations required for initiating and recording transactions Written procedure manuals
Forms and documentation for back-up and review
Good accounting system for management information and control Physical security protection for assets and information 
Bonding of employees who handle assets subject to theft/embezzlement Internal auditing
Audits by independent CPAs
