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March 24, 2016 

Seattle Colleges 
Seattle, Washington 

Report on Fraud Investigation  
Attached is the official report on a misappropriation at the Seattle Colleges. On January 22, 
2015, the Colleges notified the State Auditor’s Office of a potential loss of public funds.  This 
notification was submitted to us under the provisions of state law (RCW 43.09.185). 

This report contains the results of our investigation of the former Director of Distance Learning’s 
unallowable activities at the Colleges from July 1, 2009 through January 31, 2015.  The purpose 
of our investigation was to determine if a misappropriation had occurred. 

Our investigation was performed under the authority of state law (RCW 43.09.290) and included 
procedures we considered necessary under the circumstances. 

Questions about this report should be directed to Sarah Walker, Fraud Manager, at 
(509) 454-3621. 

 
JAN M. JUTTE, CPA, CGFM 

DEPUTY STATE AUDITOR 

OLYMPIA, WA 

cc: Dr. Kurt R. Buttleman, Ed.D., Vice Chancellor for Finance & Technology  
   

Washington State Auditor’s Office 
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FRAUD INVESTIGATION REPORT 

Investigation Summary 
On January 22, 2015, the Vice Chancellor for Finance and Technology notified our Office 
regarding a potential loss of public funds, as required by state law.   

We initiated an investigation and determined there was a procurement card misappropriation at 
Seattle Colleges, totaling $50,712.09 between July 1, 2009 and January 31, 2015.  In addition, 
we determined $46,169.04 of questionable procurement card activity occurred during this same 
period of time.  

This report is being referred to the King County Prosecuting Attorney’s Office. 

Background and Investigation Results 
Seattle Colleges, a district of four colleges located in King County, operates on an annual budget 
of approximately $201 million, including approximately $6.3 million in credit card expenditures.  
It has 254 credit cards issued. 

Seattle Colleges’ procurement department identified questionable activity during a review of 
activity on a credit card issued to the former Director of Distance Learning (former Director).  
On January 30, 2015, Seattle Colleges leadership held a meeting with the former Director.  
According to Seattle Colleges’ investigation summary, when the former Director, who had 
served in that position since 1993, was asked about the questionable activity, the former Director 
acknowledged that purchases had been made for personal use.   

Our investigation focused on the former Director’s credit card purchase activity.  To determine if 
misappropriation occurred, we compared credit card statements to available supporting 
documentation for transactions.  There were 1,651 credit card transactions, totaling $163,675, 
from July 2009 through January 2015, according to the bank statements. There were 1,094 
unsupported transactions identified during our testing.  We issued subpoenas to five vendors for 
supporting credit card records. We reviewed the additional documentation and incorporated it 
into our investigation. 

During our investigation we identified 701 transactions, totaling $50,712.09, that involve the 
purchase of goods or services that do not appear to be for a legitimate business purpose and are 
categorized as misappropriation.  Examples of purchases made include: 

• Gift cards 

• Fitness activity trackers 

• Nutrient extracting blender 
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• Makeup and beauty products  

• Clothing 

• Watches and jewelry 

In addition, we identified 457 transactions, totaling $46,169.04, that were either unsupported or 
contained the purchase of goods or services that were questionable.   

In order to determine if any additional misappropriations occurred, we examined systems to 
which the former Director had access.  We reviewed payroll and timesheet approval access, 
access to personnel files and use of travel cards.  We did not find additional misappropriation in 
these areas.    

We also examined the use of leave during travel periods.  We compared travel documents that 
were found by the Colleges in the former Director’s office to payroll records to determine if 
leave was properly used during times of travel.  We identified 13 days where travel documents 
indicated the former Director was out of town and either partial or no leave was taken.  It is 
unclear whether work was performed on these days. 

We requested an interview from the former Director through multiple sources, including 
personal e-mail and phone numbers on file with the College, and received no response.  

Control Weaknesses 
Internal controls at Seattle Colleges were not adequate to safeguard public resources.  We found 
the following weaknesses allowed the misappropriation to occur: 

• The Supervisor of the Distance Education Department did not adequately review credit 
card transactions of the former Director to ensure transactions were for legitimate 
business purpose. 

• Seattle Colleges’ Procurement and Accounting Departments were not adequately 
monitoring the review and approval of credit card transactions by individual departments 
to ensure that transactions were legitimate, reviewed and approved prior to payment of 
the credit card.  

Recommendations 
We recommend Seattle Colleges strengthen internal controls over review of credit card activity 
to ensure adequate oversight and monitoring to safeguard public resources and compliance with 
its policies. 

We also recommend Seattle Colleges seek recovery of the misappropriated $50,712.09 and 
related investigation costs of $20,240.98 from the former Director and/or its insurance bonding 
company, as appropriate.  Any compromise or settlement of this claim by the College must be 
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approved in writing by the Attorney General and State Auditor as directed by state law (RCW 
43.09.330).  Assistant Attorney General Matt Kernutt is the contact person for the Attorney 
General’s Office and can be reached at (360) 586-0740 or mattk1@atg.wa.gov.  The contact for 
the State Auditor’s Office is Sadie Armijo, Deputy Director of Local Audit, who can be reached 
at (360) 902-0362 or Sadie.Armijo@sao.wa.gov. 

Colleges’ Response 
The Seattle Colleges thanks the State Auditor’s Office for responding to our request for a 
thorough investigation and agrees with the internal control recommendations. The Seattle 
Colleges will work with the appropriate law enforcement officials to seek restitution of the 
misappropriated amounts and the investigation costs.    

Seattle Colleges’ Procurement Department has put into place additional controls to prevent this 
type of fraudulent activity from occurring in the future. These include:  

• An additional staff position devoted to credit card program training, audit and 
management. 

• Additional restrictions on allowable Merchant Category Codes (MCC). An MCC is a 4-
digit number assigned by a merchant’s charge card processor according to category or 
type of business a merchant conducts.  

• Regular review of the credit card program to ensure compliance with the Washington 
State Administrative & Accounting Manual Chapter 45 – Purchase Cards.  

• Increased controls to ensure cards are reconciled on a regular basis. These include the 
revocation of department card privileges for non-compliance.  

• Regular audits of department credit cards.  

• Regular training for credit cardholders and administrators. 

State Auditor’s Office Remarks 
We thank College officials and personnel for their assistance and cooperation during the 
investigation.   
 
 
 
  

mailto:Sadie.Armijo@sao.wa.gov
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ABOUT THE STATE AUDITOR’S OFFICE 

The State Auditor's Office is established in the state's Constitution and is part of the executive 
branch of state government. The State Auditor is elected by the citizens of Washington and 
serves four-year terms. 

We work with our audit clients and citizens to achieve our vision of government that works for 
citizens, by helping governments work better, cost less, deliver higher value, and earn greater 
public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 
resources, we also hold ourselves accountable by continually improving our audit quality and 
operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor's Office has the independence necessary to objectively 
perform audits and investigations. Our audits are designed to comply with professional standards 
as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 
part of all local governments, including schools, and all state agencies, including institutions of 
higher education. In addition, we conduct performance audits of state agencies and local 
governments as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available 
on our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 
assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office 

Deputy Director for Communications 

 

 

 Adam Wilson 

 Adam.Wilson@sao.wa.gov 

 (360) 902-0367 

Public Records requests  PublicRecords@sao.wa.gov 

Main telephone  (360) 902-0370 

Toll-free Citizen Hotline  (866) 902-3900 

Website  www.sao.wa.gov 
 

http://www.sao.wa.gov/investigations/Pages/FraudProgram.aspx
http://www.sao.wa.gov/investigations/Pages/Whistleblower.aspx
http://www.sao.wa.gov/investigations/Pages/CitizenHotline.aspx
http://www.sao.wa.gov/Pages/default.aspx
https://portal.sao.wa.gov/saoportal/Login.aspx
mailto:Adam.Wilson@sao.wa.gov
mailto:PublicRecords@sao.wa.gov
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