
Washington State Auditor’s Office 
Troy Kelley 

I n d e p e n d e n c e  •  R e s p e c t  •  I n t e g r i t y  

Clallam County Fraud 
 

September 2012 
 



W a s h i n g t o n  S t a t e  A u d i t o r ’ s  O f f i c e  2 

 In May 2009, the Clallam County Treasurer reported an 
employee misappropriated $1,200. 

 The Treasurer’s preliminary work identified questionable 
excise tax transactions. 

 Our investigation identified and reported a minimum loss 
of $617,467 from February 2004 through May 2009. 

 Fraud related to unanticipated and unrecorded excise tax 
payments. 

Fraud investigation, cash-receipting 

2 



W a s h i n g t o n  S t a t e  A u d i t o r ’ s  O f f i c e  3 

Internal control weaknesses: 
 Unrecorded excise tax receipts. 
 Lack of segregation of duties, compounded by 

insufficient oversight and monitoring. The employee, 
who had multiple user ID’s, duties included: 
 Receiving cash and check payments. 
 Performed the daily cash reconciliation for all daily 

receipts. 
 Prepared the daily deposit. 
 Recorded Real Estate Tax affidavits on a daily Real 

Estate Excise Tax (REET) schedule. 
 

Fraud investigation, cash-receipting 
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Identify from source documents all 
received excise tax payments. 
 

Foot daily Real Estate Excise Tax schedule 
to determine if hidden row. 

 

Unanticipated and unrecorded excise tax payments hidden rows 
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Unanticipated Revenue: Example of Affidavit 086021 
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Example of January 28, 2009 
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Examples of Schedule for Jan & Feb 2009 Affidavit Issues 
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Examples of Jan and Feb 2005 Affidavit Issues 
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Identify all cash items in Clallam County 
Treasurer’s two accounting systems. 

Cash Tender or Cashed Items 
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Sample of Eden Report 

Identifying questionable cashed items 
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Sample of CompTech Report 

Identifying questionable cashed items 
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Sample of CompTech Report 

Identifying questionable cashed items 
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Partial listing of cashed items for March 2009 

System Date Amount 
EDEN 3/2/2009 319.56 
EDEN 3/2/2009 49.89 
COMP 3/2/2009 1000.55 
COMP 3/2/2009 347.03 
COMP 3/2/2009 327.97 
COMP 3/2/2009 126.02 
EDEN 3/5/2009 300.07 
EDEN 3/5/2009 273.11 
COMP 3/5/2009 1212.62 
EDEN 3/6/2009 150.00 
EDEN 3/6/2009 556.10 
EDEN 3/6/2009 453.20 
COMP 3/6/2009 785.00 
COMP 3/6/2009 602.40 

COMP 3/23/2009 650.03 
COMP 3/23/2009 150.00 
EDEN 3/24/2009 336.00 
EDEN 3/24/2009 467.12 
COMP 3/24/2009 869.88 
COMP 3/25/2009 893.22 
EDEN 3/27/2009 459.18 
COMP 3/27/2009 1711.90 
COMP 3/30/2009 2625.40 
EDEN 3/31/2009 224.30 

COMP 3/31/2009 1909.62 
COMP 3/31/2009 1661.43 

27866.50 

$27,866.51 
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January 28-30, 2009 

Partial listing of questionable cashed items 
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Cashed tendered transactions to affidavit issues/hidden rows 

 

January 28, 2009 reconciliation 

Cashed Items AFF & Hidden 
Row Issues 

40EDEN 
 

1/28/2009 480.66 1,602.00 Hidden Row 

41EDEN 1/28/2009 10.95 343.20 Affidavit 86021 

42COMP 1/28/2009 1136.57 

43COMP 1/28/2009 343.20 

1971.38 1945.20 21.18 Difference 
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Clallam County,  cash receipting 

Year Questionable 
Transactions 

Confirmed 
Misappropriation 

2003 28,063 0 

2004 79,703 32,965 

2005 109,862 75,770 

2006 132,316 115,786 

2007 150,925 100,563 

2008 195,975 198,467 

2009 96,747 93,913 

Total 793,595 617,467 
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Clallam County 
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January 2005-December 2006 
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Examples of Evidence – March 25, 2009 
Affidavit 86400 Issue 
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County Treasurer’s System – Affidavit 86400 “Not Used” 
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County Auditor’s System 
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Daily Real Estate Excise Tax Schedule 

3/25/2009 – Affidavit 86400 
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Dept. of Revenue monthly REET Report 
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Reconciling cashed items to affidavit issues and hidden rows 
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Examples of Evidence – March 27, 2009 
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Daily Real Estate Excise Tax Schedule 
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Daily Real Estate Excise Tax Schedule 
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Eden Report identifying questionable cashed items 
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CompTech Report identifying questionable cashed items 
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Examples of Evidence – May 18, 2009 
Admitted to $1,200 on May 19th 
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Clallam County, Cash Receipting 

 The investigation found the following methods, or a 
combination of them, were used to misreport 
UNANTICIPATED REET payments: 

 The County Treasurer’s copy of affidavit forms were destroyed 
and their amounts were recorded as a lesser amount on the 
daily REET schedule. 

 Amounts paid were recorded as a lesser amount on the REET 
schedule, without altering the affidavit. 

 The amount of tax was crossed out on the affidavit and a lesser 
amount was written in and recorded on the REET schedule. 

 The amount of tax paid was crossed out, a lesser amount was 
written on the affidavit and an even smaller amount was 
recorded on the REET schedule. 
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Clallam County, Cash Receipting 

 The investigation found the following methods or a 
combination of them, were used to misreport 
UNANTICIPATED REET tax payments: 

 The affidavit and the amount were not recorded on the REET 
schedule. 

 The affidavit was recorded on the REET schedule and 
spreadsheet function was used to conceal the amount 
misappropriated. This information was in electronic form for 
October 2008 – May 2009 and paper form for June 2003 – Sept 
2008. 
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Clallam County, Cash Receipting 

 The investigation found the following methods were used to 
take cash – the other side of the equation: 

 Recorded a questionable transaction in an amount equal to the 
non-reported or under-reported excise tax and cash that 
equaled the sum of such transaction(s) was taken. 

 Cash was taken for REET tax payments and not reported on the 
REET schedule. 

 Questionable Transaction: 

 Fictitious checks were entered into the accounting system to 
appear that checks were being cashed. 

 We received details on deposits for April 6-10, 2009 and found 
fictitious checks were not part of the deposits. 
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Clallam County, Cash Receipting 

 The investigation could not determine the total loss because of: 

 Missing affidavits. 
 Missing REET schedules. 
 No computer-generated daily reports. 
 Password-protected computer files. 
 No report to show actual daily cash received. 
 Deposits were not made intact. 
 Incomplete daily reconciliations. Example: May 7 through May 

22, 2007 affidavits could not be verified – Daily REET schedules 
missing. The affidavits totaled $408.868.47 
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Part of schedule that goes back to 2004 
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Clallam County, cash-receipting 

Conclusion 
 February 2010, amount of loss reported was $617,467. 
 Jury trial in July 2011 
 Charged with 22 counts 
 Guilty on all 22 counts 
 12-year prison sentence 
 Restitution of $607,516 

 County Treasurer established new internal controls and policies 
during investigation. 

 County Treasurer not Re-Elected. 
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Contacts 

Sarah Walker 
Fraud Manager 
(360) 480-1103 

Sarah.Walker@sao.wa.gov 
 
 
 

Website: www.sao.wa.gov 

Troy Kelley 
State Auditor 

(360) 902-0360 
Troy.Kelley@sao.wa.gov 
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