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1. SAO Fraud Investigative Program

2. Four fraud cases and preventative 

controls

3. SAO resources
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Fraud Investigations Program

3

• State law (RCW 43.09.185) requires state and local 
governments to report losses to SAO. 

• Website suggests actions to take if you suspect a loss:

o Protect the accounting records. 

o Notify others who need to know. 

o Notify your legal counsel.

o Consult with SAO before you file a police report.

o Gain approval before you enter into any restitution 

agreement.

Report known or suspected 
incidents easily through our 
online Report a Suspected 

Fraud or Loss form here
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Reporting fraud or loss

4

• Report any known or suspected 
instances of fraud or loss to SAO

• Use SAO’s website and the “Report 
a Suspected Fraud or Loss” form

• For more information email 
fraud@sao.wa.gov
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State Auditor’s Office – Fraud and Whistleblower Specialists

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 5



Office of the Washington State Auditor 

Case Study #1:
Bellevue College

6

Place 
graphics/photos 

here
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Case facts

• Loss Period: January 2017 – 
June 2022

7

• Detection:  Bellevue College

• Subject: Food Services Director

$31,510
Misappropriation

$12,093
Questionable
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Control 
weaknesses

8

• Violated cardholder agreement by using 
his travel card for both work-related and 
personal travel expenses

• No one monitored the activities of the 
travel cards

• No one independently reviewed the 
subject’s monthly card reconciliation
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Subject was the only person 
who had access and ability 
to do purchases and returns
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Monthly review and 
reconciliation of 

purchase card and 
travel card activity 

Ensure all credit card 
expenditures have 
proper supporting 

documentation 
available for review

Returns need 
adequate support 
showing where the 

refund went

What controls would prevent this 
type of loss?
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Questions on 
Bellevue 
College
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Place 
graphics/photos 

here
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Case Study #2:
Community College 

of Spokane and 
Washington State 

University
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Case facts

• Loss Period: March 1, 2021 – 
April 6, 2021

12

• Detection: Cooperative work 
with both CCS and WSU

• Subject: Director of Grants and 
Sponsored Research

$0
Misappropriation

$8,767
Questionable
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Timeline for work overlap

3/1/21-
Started work 
at CCS
 

2021-
Working for 
WSU

4/15/21- last 
day of work 
WSU

4/6/21- end 
of amount of 
time paid for 
CCS

WSU

Time in question

4/9/24
Terminated 
from CCS

3/25/21- WSU Internal 
Audit started 
investigation 

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 13

3/17/21- sent 
resignation letter 

CCS – HR reaches out 
to WSU for leave 
accruals/benefits for 
their new employee
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Control 
weaknesses

Working two state jobs at 
the same time violated the 
employment contracts and 
state ethics laws

14

College trusted the employee to 
comply with the College policies 
and employment contract.

No one was monitoring this remote 
employee to ensure she was 
performing her work.
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Communicate and 
training staff on policies 

and procedures 
applicable to general 

ethics and conflicts of 
interest

Improve monitoring of 
employee work activity to 

ensure employees are 
not engaged in dual 

employment

Establish a policy to 
verify employment status 

by contacting prior 
employers through 

reference check process
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What controls would prevent this 
type of loss?
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Questions on 
Community 
College of 
Spokane
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Place 
graphics/photos 

here

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 17

Case Study #3:
Town of Cusick
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• Loss Period: September 2022 – 
March 2023

18

• Subject: Clerk/Treasurer

• Detection: Town elected officials

$277,570
Misappropriation

$30,843
Questionable
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Case facts
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Timeline: August to September 2022

19

New councilmember 
appointed
Bank balance about $230,000

August 2022

Sept. 12, 2022
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Town Clerk: 

[Clerk’s] resignation was discussed, as well as the positions of Town Clerk and Assistant Town Clerk. Councilmember 
[A] suggested that the town consider eliminating the Assistant Clerk position. Councilmember [Subject’s Spouse] 
noted that this would likely save the town money while also making allowances for increases to the Town Clerk's 
salary. [Mayor] expressed concern regarding the lack of an Assistant Clerk should the Clerk fall ill, take vacation, 
abandon the position, or continuously show a lack of acceptable performance. Discussion then turned to filling the 
Town Clerk position that is currently vacant. Councilmember [Subject] had informed the Council upon [Clerk's] 
resignation that he would be willing to fill the position. Council asked [Subject] if he would be willing to complete a 
training course so to better learn the [accounting system] town management software the Town uses. [Subject] said 
he would complete the course/training as required. Councilmember [A] made a motion to terminate the Assistant 
Clerk position effective 9/13/2022, and to hire [Subject] as the Town Clerk for 25 — 30Hrs/Week at an hourly rate of 
$30.00/Hr. with the potential for a performance-based increase in six months — contingent upon completion of the 
training course as discussed.

The motion was seconded by Councilmember [B] and passed unanimously with an I from Councilmember [Subject’s 
wife]. * *Councilmember [Subject] recused himself from all discussions on this topic and abstained from voting on 
the motion. **

Town Clerk: 

[Clerk’s] resignation was discussed, as well as the positions of Town Clerk and Assistant Town Clerk. Councilmember 
[A] suggested that the town consider eliminating the Assistant Clerk position. Councilmember [Subject’s Spouse] 
noted that this would likely save the town money while also making allowances for increases to the Town Clerk's 
salary. [Mayor] expressed concern regarding the lack of an Assistant Clerk should the Clerk fall ill, take vacation, 
abandon the position, or continuously show a lack of acceptable performance. Discussion then turned to filling the 
Town Clerk position that is currently vacant. Councilmember [Subject] had informed the Council upon [Clerk's] 
resignation that he would be willing to fill the position. Council asked [Subject] if he would be willing to complete a 
training course so to better learn the [accounting system] town management software the Town uses. [Subject] said 
he would complete the course/training as required. Councilmember [A] made a motion to terminate the Assistant 
Clerk position effective 9/13/2022, and to hire [Subject] as the Town Clerk for 25 — 30Hrs/Week at an hourly rate of 
$30.00/Hr. with the potential for a performance-based increase in six months — contingent upon completion of the 
training course as discussed.

The motion was seconded by Councilmember [B] and passed unanimously with an I from Councilmember [Subject’s 
wife]. * *Councilmember [Subject] recused himself from all discussions on this topic and abstained from voting on 
the motion. **

Town Clerk: 

[Clerk’s] resignation was discussed, as well as the positions of Town Clerk and Assistant Town Clerk. Councilmember 
[A] suggested that the town consider eliminating the Assistant Clerk position. Councilmember [Subject’s Spouse] 
noted that this would likely save the town money while also making allowances for increases to the Town Clerk's 
salary. [Mayor] expressed concern regarding the lack of an Assistant Clerk should the Clerk fall ill, take vacation, 
abandon the position, or continuously show a lack of acceptable performance. Discussion then turned to filling the 
Town Clerk position that is currently vacant. Councilmember [Subject] had informed the Council upon [Clerk's] 
resignation that he would be willing to fill the position. Council asked [Subject] if he would be willing to complete a 
training course so to better learn the [accounting system] town management software the Town uses. [Subject] said 
he would complete the course/training as required. Councilmember [A] made a motion to terminate the Assistant 
Clerk position effective 9/13/2022, and to hire [Subject] as the Town Clerk for 25 — 30Hrs/Week at an hourly rate of 
$30.00/Hr. with the potential for a performance-based increase in six months — contingent upon completion of the 
training course as discussed.

The motion was seconded by Councilmember [B] and passed unanimously with an I from Councilmember [Subject’s 
wife]. * *Councilmember [Subject] recused himself from all discussions on this topic and abstained from voting on 
the motion. **

Town Clerk: 

[Clerk’s] resignation was discussed, as well as the positions of Town Clerk and Assistant Town Clerk. Councilmember 
[A] suggested that the town consider eliminating the Assistant Clerk position. Councilmember [Subject’s Spouse] 
noted that this would likely save the town money while also making allowances for increases to the Town Clerk's 
salary. [Mayor] expressed concern regarding the lack of an Assistant Clerk should the Clerk fall ill, take vacation, 
abandon the position, or continuously show a lack of acceptable performance. Discussion then turned to filling the 
Town Clerk position that is currently vacant. Councilmember [Subject] had informed the Council upon [Clerk's] 
resignation that he would be willing to fill the position. Council asked [Subject] if he would be willing to complete a 
training course so to better learn the [accounting system] town management software the Town uses. [Subject] said 
he would complete the course/training as required. Councilmember [A] made a motion to terminate the Assistant 
Clerk position effective 9/13/2022, and to hire [Subject] as the Town Clerk for 25 — 30Hrs/Week at an hourly rate of 
$30.00/Hr. with the potential for a performance-based increase in six months — contingent upon completion of the 
training course as discussed.

The motion was seconded by Councilmember [B] and passed unanimously with an I from Councilmember [Subject’s 
wife]. * *Councilmember [Subject] recused himself from all discussions on this topic and abstained from voting on 
the motion. **

Town Clerk: 

[Clerk’s] resignation was discussed, as well as the positions of Town Clerk and Assistant Town Clerk. Councilmember 
[A] suggested that the town consider eliminating the Assistant Clerk position. Councilmember [Subject’s Spouse] 
noted that this would likely save the town money while also making allowances for increases to the Town Clerk's 
salary. [Mayor] expressed concern regarding the lack of an Assistant Clerk should the Clerk fall ill, take vacation, 
abandon the position, or continuously show a lack of acceptable performance. Discussion then turned to filling the 
Town Clerk position that is currently vacant. Councilmember [Subject] had informed the Council upon [Clerk's] 
resignation that he would be willing to fill the position. Council asked [Subject] if he would be willing to complete a 
training course so to better learn the [accounting system] town management software the Town uses. [Subject] said 
he would complete the course/training as required. Councilmember [A] made a motion to terminate the Assistant 
Clerk position effective 9/13/2022, and to hire [Subject] as the Town Clerk for 25 — 30Hrs/Week at an hourly rate of 
$30.00/Hr. with the potential for a performance-based increase in six months — contingent upon completion of the 
training course as discussed.

The motion was seconded by Councilmember [B] and passed unanimously with an I from Councilmember [Subject’s 
wife]. * *Councilmember [Subject] recused himself from all discussions on this topic and abstained from voting on 
the motion. **

Town Clerk: 

[Clerk’s] resignation was discussed, as well as the positions of Town Clerk and Assistant Town Clerk. Councilmember 
[A] suggested that the town consider eliminating the Assistant Clerk position. Councilmember [Subject’s Spouse] 
noted that this would likely save the town money while also making allowances for increases to the Town Clerk's 
salary. [Mayor] expressed concern regarding the lack of an Assistant Clerk should the Clerk fall ill, take vacation, 
abandon the position, or continuously show a lack of acceptable performance. Discussion then turned to filling the 
Town Clerk position that is currently vacant. Councilmember [Subject] had informed the Council upon [Clerk's] 
resignation that he would be willing to fill the position. Council asked [Subject] if he would be willing to complete a 
training course so to better learn the [accounting system] town management software the Town uses. [Subject] said 
he would complete the course/training as required. Councilmember [A] made a motion to terminate the Assistant 
Clerk position effective 9/13/2022, and to hire [Subject] as the Town Clerk for 25 — 30Hrs/Week at an hourly rate of 
$30.00/Hr. with the potential for a performance-based increase in six months — contingent upon completion of the 
training course as discussed.

The motion was seconded by Councilmember [B] and passed unanimously with an I from Councilmember [Subject’s 
wife]. * *Councilmember [Subject] recused himself from all discussions on this topic and abstained from voting on 
the motion. **
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Timeline: August to September 2022

21

New councilmember 
appointed
Bank balance about $230,000

August 2022

New councilmember also 
hired as new clerk treasurer

Sept. 12, 2022

Questionable payroll 
transactions start appearing

Sept. 15, 2022

Payroll misappropriation starts

Sept. 16-30, 2022
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Timeline: October 2022

22

SAO audit begins

October 2022

Credit card discussions at 
town council meeting

October 4, 2022

26 unauthorized bank transfers: $9,525 
118 unauthorized credit card charges: 
$7,712

October 6-30, 2022

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 22



Office of the Washington State Auditor 

Timeline: November to March 2023

23

395 unauthorized bank transfers: $233,000
489 unauthorized credit card charges: 
$191,636

Nov. 1 to March 7, 2023

Bank balance: 
$249.00

March 7, 2023
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Review the statements

24
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Ba
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From: 
Bank 
Acct

To: 
CC
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Digital Currency

Bank transfer in

PayPal out
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Spending:
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Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 27



Office of the Washington State Auditor 
28

Card Limit
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$29,600

-$30,000

-$25,000

-$20,000

-$15,000

-$10,000

-$5,000

$0

$5,000

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 28



Office of the Washington State Auditor 
29

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 29



Office of the Washington State Auditor 

Cleared checks

30
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• No online access to the 
Town’s bank account or 
credit card accounts

• Didn’t receive bank 
statements or credit card 
statements

• Unaware there was a Town 
credit card opened in his 
name

• It was external fraud

31

Interview:
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What did he say?
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Results
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Results
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Timeline: March 2024 Indictment

33

August 14, 2024
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• Complete control of all financial 

duties with no monitoring

• No bank statement review

• No independent bank 

reconciliation, or review of the 

subject’s bank reconciliations

34

Trust, without 
verification
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Control weakness
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A secondary review of all 
the Town’s bank and 
credit card accounts by 
someone independent of 
the cash receipting and 
payment processes

Segregate duties 
over cash 
receipting  and 
payment 
processing

Secondary review of all 
payments, including 
checks, electronic 
payments, payroll and 
credit cards

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 35

What controls would prevent this 
type of loss?
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Questions on 
the Town of 

Cusick
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Place 
graphics/photos 

here
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Case Study #4:
Office of 

Administrative 
Hearings
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Case facts

• Loss Period: June 2019 – 
May 2023

38

• Detection: SAO Audit

• Subject: Management Analyst

$878,115
Misappropriation

$4,933
Questionable
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Exponential growth
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Exponential growth

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 40



Office of the Washington State Auditor 

P-card data and 
exponential growth
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Travel card data 
and exponential 

growth
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Asking the Office of Administrative 
Hearings for help
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Vendors 
selected for review

44

Purchase card vendors

SQ* RCC Professional

SQ*Soundage

SQ*Fourcourners

IN*SRBC Consulting

SQ = Payment through Square Payments

IN = Payment through Intuit 
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Department of Revenue records
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Management Analyst 
(investigation subject)

Management Analyst 
(investigation subject)
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Misappropriation

47
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Control 
weaknesses

Subject had improper 
access to the AFRS system 

(upload and release batches)

48

• Subject presented partial activity reports, 
rather than actual monthly statements

• Only the subject could access the 
U.S. bank 

• No one independently reviewed the 
subject’s monthly card reconciliation

Fraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 48



Office of the Washington State Auditor 

Perform a secondary 
independent review of 
monthly reconciliations 
over your credit cards

Ensure the staff 
responsible for the 
independent oversight 
of expenditure activity 
have the proper 
access and 
capability to view and 
monitor this activity

Segregating duties, 
such as the upload and 
release of batch in 
financial systems
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What controls would prevent this 
type of loss?
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Questions on 
Office of 

Administrative 
Hearings
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Fraud Detection 
Ideas

Resist 
Complacency

52

Conduct targeted internal audits for a 
specific objective

Step back from what you are reviewing. 
Consider the bigger picture

Perform a fraud risk assessment

Try a new data analytic
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What can 
SAO do 
for you?
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Our online resource library can help you manage 
your government’s day-to-day business...

54

...safeguard resources

Accounts payable 
& receivable

Cash receipting

Payroll

Assets

Procurement

GAAP & cash-basis 
financial reporting

Public records & OPMA

Revenues & expendituresCybersecurity

Fraud prevention

TechnologyFederal funds

Resource Library | Office of the Washington State Auditor
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https://sao.wa.gov/improving-government/resource-library
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• Add what the resource library looks like. 

www.sao.wa.govFraud Cases and Fraud Preventive ControlsOffice of the Washington State Auditor 55
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Some examples of resources
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Information

58

Sadie Armijo, Director of 
State Audit and Special 
Investigations

Sadie.Armijo@sao.wa.gov

(564) 999-0808

Website: www.sao.wa.gov
Facebook: www.facebook.com/WaStateAuditorsOffice 
LinkedIn: Washington State Auditor’s Office

Fraud-related questions can be 
sent to our Special Investigations 
Fraud team at fraud@sao.wa.gov

mailto:Sadie.Armijo@sao.wa.gov
mailto:Sadie.Armijo@sao.wa.gov
http://www.facebook.com/WaStateAuditorsOffice
mailto:fraud@sao.wa.gov
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