From: Leider, Mary (SAQ

To: jaykinney57@gmail.com

Bcc: Seibert, Melinda (SAQ)

Subject: SAO Response to PRR #7599 - BIMPRD

Date: Thursday, April 3, 2025 2:20:00 PM

Attachments: PRR7599 Completed.zip
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Dear Mr. Kinney,

The Office of the Washington State Auditor has completed our response to your public
records request sent in via our website, as follows:

Copies of emails or other documents, such as letters, from any person or
group to the Office of Washington State Auditor, pertaining to the
Bainbridge Island Metropolitan Park and Recreation District (BIMPRD),
from January 2020 to present -- except | do NOT want anything the
BIMPRD or its employees have provided your office. | do NOT want the
financial documents BIMPRD has given you as part of the audit process.
For instance, if William Adam Hunt, David Johnson, David Knight or Kevin
Knight has emailed your office or send you a letter or document
pertaining to BIMPRD, this is the type of information | am seeking.

In response, we have attached all the responsive records found to fulfill your request
with us. Please let us know if you have any questions, concerns or issues regarding
this request. We will now consider this closed.

Sincerely,

Mary Leider, CPRO

Public Records Officer, Office of the Washington State Auditor
(564) 999-0919 (find me anywhere via Teams)

Let us help you improve your cyber health: #BeCyberSmart.
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Fraud Report

Fraud #: F-20-102
Submission Date: 03/10/2020

Entity: Bainbridge Island Metropolitan Park and Recreation District

Dashboard

Short Description: 2 hard drives hacked
Investigation Status: Closed

Assigned Team: Port Orchard

Assigned PM:

Assignment Notes:

Detection Method: Entity Management

Entity: 1685

Total Budget: 4

Team Budget: 4

Audit Number: 57636

Audit Documentation: Database Only

TM Project Code:

Ok to release/bill time: No

Primary Loss Type: Cyber Concerns

Loss Type Notes or Sub Category: wiped data off harddrive
Cyber Loss Category: Cyberattack

Cyber Cause: --

This case contains sensitive information: No
Which tab or attachment contains sensitive information?
Results: No Action - consider risk on next audit
Closed Date: 05/12/2020

Inactivate: No

Inactive Notes:

Contact

Created By:

Name: Amy Swenson
Title: Finance/HR Director
Phone: 2068422306
Email: amy@biparks.org

Assignment Notes:







Paw and Plan

Loss Notification Date: 03/10/2020

PAW Assignment Date:

Initial Contact with Entity Date:

Assessment Completion Date:

Reviewing Team: Cybersecurity Audit

Team Review Date:

Fraud Team Review Date:

Please describe, if we did not meet 5 and 10 day requirements:
Action/Next Step:

Outcome

Exit conference date:

Exit conference attendees:
Misappropriation assigned amount:
Name and title of responsible party:
Misappropriation unassigned amount:
Questionable amount:
Misappropriation recovery amount:
Loss Amount:

Cyber recovery Amount:

Final audit cost:

Audit report number:

Audit report issue date:

Other case # s reported with this one:

Restitution

SAO Approval Date:

SAO Approval Initials:

AG Approval Date:

SAO Approval Initials:

Amount Approved:

Point of Contact:

Contacted PA Date:

Post audit PA/LE/FBI contact notes:

Activity Log

Date Entry

03/11/2020 Sent to Peg for IT security risk review. (gillisj)







03/11/2020 Fraud updated by gillisj

03/11/2020 Fraud updated by gillisj

03/11/2020 Fraud updated by gillisj

03/12/2020 Fraud updated by gillisj

03/12/2020 Fraud updated by gillisj

03/12/2020 Fraud updated by gillisj

04/01/2020 PAW exported

05/12/2020 Attachment added

05/12/2020 The entity reports there was no impact to the financial records. We will close case. (sullivans)
05/12/2020 Fraud updated by sullivans

05/12/2020 Fraud closed by sullivans

‘Total Budget’ field updated from ” to '4’, 'Loss Type Notes or Sub Category’ field updated, 'Cyber

07/28/2022 Loss Category’ field updated from ’--’ to 'Cyberattack’, "'Team Budget’ field updated from ” to '4’ by
pritchab

11/22/2024 'Reviewing Team'’ field updated from 213’ to 260’ by pritchab

11/22/2024 "Assigned Team’ field updated from 'Cybersecurity Audit’ to 'Port Orchard’ by pritchab

Initial Loss Report

Department/area of concern: Computer Hacking

What is the suspected loss or illegal activity? 0

Start: 02/29/2020

End: 02/29/2020

What type of issue are you reporting? Cyber Concerns

What type of cyber concern are you reporting? Cyberattack
What was the cause of initial attack vector for the cyber loss? --
Please describe the type of issue:

Please descibe the amount of loss:

Please describe the suspected loss of illegal activity: SUBMITTED DESCRIPTION: Our hard drive (2) were

hacked and all the data plus our back up data was wiped clean. We are able to rebuild from a data cloud back up

but we have been without an accounting system for two weeks as the system is brought back.

How was the suspected loss or activity detected? We were unable to log in, connect to the internet. Our IT

people checked and found the servers compromised.

Is an investigation in progress? Yes

If an investigation by management, law enforcement or others underway, who is in charge of this

investigation? We have hired a forensic IT person (through our insurance - Enduris) to try and find out what

happened.

What actions have you taken to date, if any? restoring and hiring a forensic person to look at the computer. Also

hired an attorney to help us figure out reporting requirements.

Are there any dedications of employee involvment? cannot tell.

Name and/or title of employee that have been involved in (responsible for) the loss.







Is this person still employed by the agency? No

Describe the employee’s job responsibilities and areas or functions the employee has/had access to:
Have any restitution agreements been signed? No

Has a police report been filed? No

Do you have a copy? No

Who at the entity is aware this concern is being reported?







Fraud Investigation
Preliminary Assessment Worksheet

Fraud Case Number F-20-102

Client Bainbridge Island Metropolitan Park and Recreation District
Fraud Specialist Nick Benfield (benfieldn@sao.wa.gov)

Loss Notification Date 3/10/2020

Initial Contact with Entity Date 3/23/2020

Assessment Completion Date 4/6/2020

Team Review Name IT Audit

Team Review Date 4/9/2020 Erin Laska

Fraud Manager Review Date 4/10/2020

Action/Next Step Close case with e-mail or phone call to entity

The preliminary assessment worksheet summarizes the pre-planning information needed for the triage meeting.
An assessment does not need to be completed on loss reports that do not require action per policy (losses
resulting from breaking and entering or property vandalism normally handled by a law enforcement agency or by
the entity, or other losses such as reasonable cash-receipting overages/shortages, reasonable inventory shortages
or other de minimis losses).

Reported Loss Information

SUBMITTED DESCRIPTION: Our hard drive (2) were hacked
and all the data plus our back up data was wiped clean. We
1 | Description of suspected loss or illegal activity are able to rebuild from a data cloud back up but we have
been without an accounting system for two weeks as the
system is brought back.

We were unable to log in, connect to the internet. Our IT

2 How loss was detected and reported .
P people checked and found the servers compromised.

3 | Type of loss (e.g. cash receipts, disbursements, payroll) Cyber Concerns

4 Reported amount of loss SO

Information from EIS and Audit Manager

5 | Entity liaison name Amy Swenson
6 | Entity liaison title Finance/HR Director
7 | Entity liaison phone number 206.842.2306

8 [ Related audit exceptions in EIS

9 If yes, what was level of reporting (exit item, mgmt letter, or Nothing related
finding)?
If applicable, summarize your review of TeamMate audit N/A

10
work related to area of reported loss.

11 Summarize any audit manager’s concerns about client and No concerns

reported loss.








Accountability Cycle: 2-year; Financial Cycle: 2-year; Single

12 | Normal audit scope and cycle for client? .
P Y Audit Cycle: None
13 | Accountability audit budget? 90.0
Is the audit team currently conducting an audit? If yes, what Audit will be completed Fall 2020
14 | is the status and scope (financial, single or accountability)?
If not, when is the audit scheduled to start?
15 | Any other relevant information? N/A
Information from Client
16 | [ The individual suspected in the loss has access to other accounting/financial systems or bank accounts.
17 | Ifyes, list those systems and accounts. Click here to enter text.
18 | [ The client has properly secured records or evidence related to the loss
19 | [ Potential for additional loss or other areas of risk for loss - “What Else”
20 | If yes, summarize. N/A
Month Click here to enter text.
21 | When was the individual hired by the client? .
Year Click here to enter text.
22 | O The individual has been in different job positions with the client and there have been employment history issues
23 | If yes, list the position, time-period and issues. Click here to enter text.
What is the current employment status of the individual (e.g. Click here to enter text.
24 - .
administrative leave on XX date)?
25 The client conducted an investigation
26 | If yes, summarize results. Click here to enter text.
27 | O A police report has been filed
28 | [ Law enforcement is investigating
29 Another outside party (FBI, OIG, LEAs or other investigator) is conducting an investigation. FBI notified
30 (] The client has established a time table of events that occurred up to the reported loss. (If not, recommend they document the
key events.)
31 | [ There is a fixed responsibility
Who within the client has been notified of the loss Entire organization was informed
32 . -
(commissionars, board, elected officials, etc.)?
33 | [ The County Prosecutor has been notified
34 | Has legal counsel has been obtained by the individual? Unknown
35 | [ The client has entered into restitution agreements
On the weekend of the February 23™ encryption was
used to render the entity’s servers inoperable, however
no ransom was given. The Entity Recovered from
backups that were stored in AWS glacier (cloud
36 | Any other relevant information? backup). There was a three week disruption in

operations as servers and services were reconstituted.
The last service re-established was the financial
system. During the outage employees were issued
paper checks for one pay period.








The Entity’s Insurance Company was notified and hired
a forensics experts and a privacy lawyer to assist in the
event. Results from the forensics investigation should
be presented to the Entity in the coming weeks. The
Entity also notified the FBI, Fusion Center, however did
not file a case with local authorities. All employees
were also informed of the event.

The local contractor managing the IT infrastructure
informed us that the hard drives on the SAN were
encrypted and set back to factory defaults. He then
theorized that remote desktop was likely the initial
vector of infiltration. Completion of the forensic
analysis should be more conclusive.

The entity reports there was no impact to the financial
records because they backed up to the cloud on the
Friday afternoon and the attack happened on the
weekend. For three weeks they kept paper records and
those were added after access came back.

No suggestions were made to the entity to prevent
future issues because the entity has a forensics expert
working with them.
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Fraud Report

Fraud #: F-22-345
Submission Date: 09/07/2022

Entity: Bainbridge Island Metropolitan Park and Recreation District

Dashboard

Short Description: a purchase of doors not received from the vendor
Investigation Status: Closed

Assigned Team: Port Orchard

Assigned PM:

Assignment Notes:

Detection Method: Entity Management

Entity: 1685

Total Budget:

Team Budget:

Audit Number:

Audit Documentation: Database Only

TM Project Code:

Ok to release/bill time: No

Primary Loss Type: Cash Disbursements

Loss Type Notes or Sub Category:

Cyber Loss Category: --

Cyber Cause: --

This case contains sensitive information: No
Which tab or attachment contains sensitive information?
Results: No Action - required to assess on next audit
Closed Date: 09/08/2022

Inactivate: No

Inactive Notes:

Contact

Created By:

Name: AMY SWENSON
Title: Finance/HR Director
Phone: 12068425661
Email: amy@biparks.org

Assignment Notes:







Paw and Plan

Loss Notification Date: 09/07/2022

PAW Assignment Date:

Initial Contact with Entity Date:

Assessment Completion Date:

Reviewing Team: Port Orchard

Team Review Date:

Fraud Team Review Date:

Please describe, if we did not meet 5 and 10 day requirements:
Action/Next Step:

Outcome

Exit conference date:

Exit conference attendees:
Misappropriation assigned amount: 18000
Name and title of responsible party:
Misappropriation unassigned amount:
Questionable amount:
Misappropriation recovery amount:
Loss Amount:

Cyber recovery Amount:

Final audit cost:

Audit report number:

Audit report issue date:

Other case # s reported with this one:

Restitution

SAO Approval Date:

SAO Approval Initials:

AG Approval Date:

SAO Approval Initials:

Amount Approved:

Point of Contact:

Contacted PA Date:

Post audit PA/LE/FBI contact notes:

Activity Log

Date Entry







"Short Description’ field updated, 'Detection Method’ field updated from ’--” to ’Entity Management’,

09/08/2022 ) o ) e . .
"Misappropriation assigned amount’ field updated from ” to 18000’ by sullivans
09/08/2022 'Results’ field updated from ’--" to 'No Action - required to assess on next audit’ by sullivans
09/08/2022 ’Audit Documentation’ field updated from ’--’ to ‘Database Only’ by sullivans
09/08/2022 ‘Investigation Status’ field updated from 'Pre-Triage’ to 'Closed’, 'Closed Date’ field updated from ” to

'9/8/2022’ by sullivans

Initial Loss Report

Department/area of concern: Vendor

What is the suspected loss or illegal activity? 18000

Start: 09/03/2020

End: 09/07/2022

What type of issue are you reporting? Cash Disbursements

What type of cyber concern are you reporting? --

What was the cause of initial attack vector for the cyber loss? --
Please describe the type of issue:

Please descibe the amount of loss: Cash/check payment for product

Please describe the suspected loss of illegal activity: SUBMITTED DESCRIPTION: payment was made for the
purchase of doors. We have not received the doors and have requested payment to be refunded with no response.
How was the suspected loss or activity detected? | was contacted by the staff person that authorized payment

of the doors and told he had not received the doors.

Is an investigation in progress? Yes

If an investigation by management, law enforcement or others underway, who is in charge of this
investigation? We asked our attorney to contact them which he did. No response.

What actions have you taken to date, if any? see above

Are there any dedications of employee involvment?

Name and/or title of employee that have been involved in (responsible for) the loss.

Is this person still employed by the agency? No

Describe the employee’s job responsibilities and areas or functions the employee has/had access to:
Have any restitution agreements been signed? No

Has a police report been filed? No

Do you have a copy? No

Who at the entity is aware this concern is being reported? I've informed the leadership team. Dan Hamlin, Terry
Lande and Mark Benishek.
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Edit Referral

H-21-348 Referral Information
Hotline ID: H-21-348

Date of o /2021
Submission:

Entity Type: Local
Entity Category Type: Park and Recreation District

Entity: Bainbridge Island Metropolitan Park and Recreation District

Sub Entity Name:
Category:

1-2 sentence description (Citizen is concerned of misuse of public funds
of concern:

Report Issued: No
Reporting Type: Hotline Letter
Report Number:

Investigation
Contracted:

No
Contract Number:
Contract Name:
Billing Time Code:
Costs:

Public Records Request: No

Flag For
Annual Report:

o
Substantiated: No
ARRA: No
Action: Referred to Audit Team - Consider Next Audit

Audit Team: Port Orchard

Audit Team Contact: Strzalkaa@sao.wa.gov

cc:
Referral Date: 8/4/2021
Action Taken: No
Response Date:
Report Date:
Follow Up Date:

Date Closed: 1/17/2023







H-21-348 Contact Information

Date of
Hotline ID: H-21-348 'a _eo 8/4/2021
Submission:
Submission Method: Letter Date of Letter: 7/26/2021
Submission Type: Citizen Staff: gillisj

Author(Last, First): Bricklin&Newman

Address: 1424 Fourth Ave, Suite 500
City: Seattle State: WA Zip: 98101

Home Phone:

Work Phone: 206-264-8600

Mobile Phone:
Email: telegin@bnd-law.com
Contact Work Phone

Preference: Email
Regular Mail

Waived Confidentiality: No







H-21-348 Referral Details

Hotline ID:
H-21-348

What state or local organization is involved?

Bainbridge Park and Rec.

Please identify the specific concerns you are hoping the audit will address.

Citizen is concerned of misuse of public funds (see attached for further detail)

Please provide a detailed description of the assertion or outstanding achievement,

including who, when, where, what, how and how much.

How did this issue come to your attention?

What employee(s), contractors, etc., were involved in the assertion or achievement?
Please include employee titles if possible.

Please provide the names of any witnesses to the assertion or achievement, if possible.

Please provide any additional details or comments that would help us understand your
assertion or achievement.







H-21-348
Activity
Log

Hotline ID: H-21-348

Entry Date ~

01/17/2023
01/17/2023

12/30/2021
08/13/2021

08/12/2021
08/12/2021

08/11/2021
08/10/2021
08/04/2021
08/04/2021
08/04/2021

Log Entry

Referral updated by 'JEANA Gillis (gillisj)".

Discussed with Al and determined this is not within our authority and should be handled by the courts. Sent letter to
the Citizen to explain our stance and attached to supporting documents. Ready to close. --whitebd

Referral updated by 'JEANA Gillis (gillisj)'.

Added second letter (dated 8/9/21, received 8/13/21). I also emailed Bryan Telegin to let him know we'd received
the second letter and would add it to the hotline for consideration during our next audit. --strzalkaa

Referral updated by 'AMY Strzalka (strzalkaa)'.

Received a call from Bryan Telegin yesterday (8/11) inquiring whether we go the letter. I let him know our response
was in the mail, and gave him a brief overview. Today, he emailed requesting an email copy of the letter since they
currently don't have staff in the office I mailed it to. I emailed a copy and added his email info to the referral. --
strzalkaa

Performed initial citizen outreach via mail. Letter added to supporting documents. --strzalkaa
Added AGO response to related documents. --strzalkaa

Referral updated by 'JEANA Gillis (gillisj)".

Task assigned to 'strzalkaa@sao.wa.gov'. Team notification email sent to: strzalkaa@sao.wa.gov

Referral updated by 'JEANA Gillis (gillisj)'. Action changed from (not set) to Referred to Audit Team - Consider Next
Audit.







Bob Ferguson
ATTORNEY GENERAL OF WASHINGTON

Administration Division
PO Box 40100 e Olympia, WA 98504-0100 e (360) 753-6200

August 10, 2021

David Bricklin

Bricklin & Newman LLP
1424 Fourth Ave., Suite 500
Seattle, WA 98101

Re:  Potential litigation regarding “Compassion Seattle”
Dear Mr. Bricklin:

I write in response to your letter dated July 26, 2021. You request on behalf of your client, Save
Sakai Community & Sports Center, that our office bring an action seeking to prevent the
Bainbridge Park & Recreation District from spending public funds on the acquisition of the
Bainbridge Athletic Club.

We consider litigation at the request of taxpayers in appropriate situations. Based upon review of
your letter, we cannot conclude that the action you request would clearly serve the interests of
the public in their capacity as taxpayers. We therefore decline to take the actions you request, but
do so without expressing any view as to whether your claims may have potential merit.

To the extent your request is made as a prerequisite to asserting taxpayer standing, please
understand that this letter expresses no view as to whether the requirements for taxpayer standing
would be met.

I trust that this information will be helpful.

Sincerely,

s/Jeffrey T. Even

JEFFREY T. EVEN

Deputy Solicitor General

JTE:kdj

cc: Matt Kernutt, AAG
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BRICKLIN &« NEWMAN LLP
lawyers working for the environment
Reply to: Seattle Office
August 9, 2021

Vid CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Bob Ferguson, Attorney General

1125 Washington Street SE ;9
P.O. Box 40100 NLLAS
Olympia, WA 98504-0100 SRS

Pat McCarthy, Washington State Auditor m 3_5%&’(

Insurance Building
Capitol Campus

302 Sid Snyder Ave. SW
Olympia, WA 98504-0021

Re:  Misuse of Public Funds by Bainbridge Park & Recreation District—Follow-
up to Letter of July 26, 2021

Dear Attorney General Ferguson and Ms. McCarthy:

On July 26, 2021, we wrote to you on behalf of Save Sakai Community & Sports Center, a coalition
of Bainbridge [sland residents who are deeply concerned about a recent decision by the Bainbridge
Park & Recreation District (“District™) to spend $13.5 million on the purchase of a privately-owned
recreation facility known as the Bainbridge Athletic Club. Our prior letter outlined several legal
issues with the District’s purchase of this facility, including that its purchase of intangible business
assets—i.e., the name and good-will of the current business operator—exceeds the District’s
statutory authority under Chapter 35.61 RCW. Under Chapter 35.61 RCW, the District has
authority to purchase the real estate comprising the Bainbridge Athletic Club. It does not have
authority to purchase intangible business assets.

The sale is progressing rapidly, with an anticipated closing date of August 31, 2021, and the
District has yet to acknowledge the legal problems identified in our prior letter to you. The District
has yet to provide a concrete business plan and revenue projection capable of paying the general
obligation bonds needed for the sale. Nor has the District provided any detailed appraisals of the
value of the business assets involved in the transaction.

Instead, the District recently announced that it will be changing the name of the athletic club from
“Bainbridge Athletic Club to” to “Bainbridge Island Recreation Center.” It also appears that the

1424 Fourth Avenue, Suite 500, Seattle, WA 98101 e 25 West Main, Suite 234, Spokane, WA 99201
(206) 264-8600 e (877)264-7220 e www.bricklinnewman.com







Bob Ferguson, Attorney General

Pat McCarthy, Washington State Auditor

Misuse of Public Funds by Bainbridge Park & Recreation District
August 9, 2021

Page 2

current owner will be canceling all memberships prior to the sale. Given these changes, it appears
more and more that the District is receiving no consideration in exchange for roughly $4 million
to purchase the current owner’s intangible business assets—namely, the current operator’s name
and good-will.

With the name changed and current memberships cancelled, these assets have zero value to the
District. Thus, not only does the purchase of these assets exceed the District’s statutory authority,
these changes provide further support for our claim that the transaction constitutes an unlawful gift
of public funds in violation of Article VIII, Section 7 of the Washington Constitution. Certainly,
there is no value in spending $4 million on a name that the District will not use, or on a membership
list of cancelled memberships.

As discussed in our prior letter to you, it is within the Auditor’s and Attorney General’s authority
to investigate these issues and, if you agree, to inform the District that the transaction violates
Washington law. We ask that you please look into these issues at your earliest convenience and to
inform the District of your opinion. The District is marching headlong into an illegal transaction
involving millions of dollars in public funding. The course needs to be corrected and the public
interest needs to be protected.

Thank you for your consideration of this matter. If you have any questions about this letter, please
do not hesitate to contact us at (206) 264-8600. We look forward to hearing from you soon.

Very truly yours,
BRICKLIN & NEWMAN, LLP

avid A. Bricklin
Bryan Telegin
Counsel for Save Sakai Community & Sports Center

e Client







BRICKLIN &« NEWMAN LLpP

lawyers warking for the environment

Reply to: Seattle Office
July 26,2021

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Bob Ferguson, Attorney General
1125 Washington Street SE
P.O. Box 40100

Olympia, WA 98504-0100

Pat McCarthy, Washington State Auditor
Insurance Building

Capitol Campus

302 Sid Snyder Ave. SW

Olympia, WA 98504-0021

Re:  Misuse of Public Funds by Bainbridge Park & Recreation District

Dear Attorney General Ferguson and Ms. McCarthy:

We represent Save Sakai Community & Sports Center, a coalition of Bainbridge Island residents
who are deeply concerned about a recent decision by the Bainbridge Park & Recreation District
(“District’™) to spend $13.5 million on the purchase of a privately-owned recreation facility known
as the Bainbridge Athietic Club. Attached, please find a letter from our firm to the District
concerning the proposed sale. As detailed in the attached letier, the sale exceeds the District’s
statutory authority under Chapter 35.61 RCW insofar as it obligates the District to spend nearly
$4 million on intangible business assets owned by the private entity that currently runs the
Bainbridge Athletic Club. As well, the purchase of these intangible business assets— which are of
little or no value to the District—represents an unconstitutional gift of public funds in violation of
Article VIII, Section 7 of the Washington Constitution.

The attached letter also discusses the District’s failure to provide meaningful notice and
information to the public concerning the proposed sale. The sale was first announced at the Park
District Commission’s public meeting on June 17th, 2021. At the same meeting, with no
opportunity for public review and informed public input, the Board of Commissioners authorized
the signing of the purchase and sale agreement. Since then, the District has not been transparent
about how the sale will be funded, the value of the properties and assets involved, or future
financial projections. The lack of transparency is very concerning given that the District has most-
recently said that the purchase will be funded with general obligation bonds that may ultimately

1424 Fourth Avenue, Suite 500, Seattle, WA 98101 # 25 West Main, Suite 234, Spokane, WA 99201
{206) 264-8600 & (877)264-7220 * www.bricklinnewman.com








Bob Ferguson, Attorney General

Pat McCarthy, Washington State Auditor

Misuse of Public Funds by Bainbridge Park & Recreation District
July 26,2021

Page 2

fall on the public to repay. Also of major concern, the sale may interfere with the District’s plans
to develop a sports facility on another local parcel known as the “Sakai property.” Since 2017, the
Bainbridge Island community has strongly supported development of the Sakai property with an
indoor sports facility, and approved the public purchase of that property for recreational purposes
in 2015. The District’s current plan to purchase the Bainbridge Athletic Club will likely undermine
this plan for the Sakai property.

On behalf of Save Sakai Community & Sports Center, we ask that your offices investigate the
District’s current plan to purchase the Bainbridge Athletic Club and to determine if the sale
represents a misuse of public funds for the reasons described in the attached letter. If you concur
with our evaluation, we ask that you require the District to abandon the sale. This request is
consistent, inter alia, with the State Auditor’s authority to “inspect the books of any person charged
with the receipt, safekeeping, and disbursement of public moneys.” RCW 43.09.050(2). This
request is also consistent with the Attorney General’s authority to investigate misuse of public
funds, see, e.g., Tabor v. Moore, 81 Wn.2d 613, 617, 503 P.2d 736 (1972), and to “[e]nforce the
proper application of funds appropriated for the public institutions of this state.” RCW
43.10.030(8).

We thank you for your attention to this matter, and would appreciate your keeping us informed of
the status of your inquiry as we are considering our own legal options for addressing the District’s
misuse of public funds, If you have any questions about this letter, please do not hesitate to contact
us at the number above or at telegin@bnd-law .com and bricklin@bnd-law.com.

Very truly yours,
BRICKLIN & NEWMAN, LLP

avigZ/A. Bricklin
Bryan Telegin
Counsel for Save Sakai Community & Sporis Center

ce: Client
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lawvers working for the environment

Reply to: Seattle Office
July 23, 2021

VIA U.S. MAIL AND E-MAIL TO
terry@biparks.org, dianow@biparks.org
kdewiti@biparks.org, jiswolgaard@biparks.org
Jkinney@biparks.org, asaphglosser@biparks.org

Bainbridge Island Metro Park & Recreation District

Attn: Terry Lande, Exccutive Director, and Board of Commissioners
7666 NE High School Road

Bainbridge Island, WA 98110

Re: Purchase of Bainbridge Athletic Club—Void b Initio and Gift of Public
Funds

Dear Mr. Lande and Members of the Board of Commissioners:

This letter concerns the Bainbridge Island Metro Park and Recreation District’s (“District”)
recently-announced decision to purchase the Bainbridge Athletic Club ("BAC”) for $13.5 million.
According to documentation on the District’s website (https:/biparks.org/), this purchase price
includes $8.75 million for the real estate and facilities comprising the BAC, to be purchased from
the landowner BAC Court, LLC;! $585,000 for personal property and inventory; and nearly $4
million for the business currently operated at the BAC by Fourcourt, Inc. The purchase of the
business includes Fourcourt’s goodwill, domain name, membership list, and intellectual property.?
This letter is submitted on behalf of Save Sakai Community & Sports Center, a group of
Bainbridge Islanders seeking to assure the Sakai Community & Sports Center is developed as
planned by the community and the District. The group opposes the proposed acquisition of the
BAC which will divert critical human and financial resources necessary for the Sakai Center
project. Information about Save Sakai may be found at its website, www.savesakai.com.

The District has not been transparent about this project. No notice of the District’s interest in the
BAC property was provided until June 17, 2021—the day the District signed the purchase and sale

| See Real Dstate Purchase Agreement, page 1, 42 (June 17, 2021), available at https.//biparks
.org/wp-content/uploads/2021/07/Real Estate_Purchase and Sale Agreement.pdf

2 See Asset Purchase Agreement, page 2, §2 (June 17, 2021), available at https://biparks.org/wp-
content/uploads/2021 07/Asset_Purchase_Agreement.pdf

1424 Fourth Avenue, Suite 500, Seattie, WA 98101 e 25 West Main, Suite 234, Spokane, WA 93201
{206) 264-8600 & {877)264-7220 e www.bricklinnewman.com








Bainbridge Island Metro Park & Recreation District

Attn: Terry Lande, Executive Director, and Board of Commissioners
July 23,2021

Page 3

public—and sufficient time to do so—the public is not being well-served and the District is apt to
make a decision it later regrets.

The District also should defer closing on the proposed BAC real estate and business purchases.
Deferring closing would allow many necessary steps to be completed in a thoughtful way,
including the following:

¢ Time for the District to release the information it has on the proposal.
o Time for the public to digest and comment on the information.

o Time for the District to convene an advisory committee and receive/consider the advice of
that comunittee.

¢ Time for the District to create a well-thought out financing plan.

o Time for the District and the public to consider the impacts the BAC proposal will have on
plans to develop the community center at Sakai.

s Adequate time for public review and input, the convening of and report from an advisory
group, only after the public has had adequate access to the information.

The District also should reject the proposal to spend nearly $4 million on purchasing the business,
goodwill, and other intangible property of Fourcourt, Inc., because that part of the proposed
transaction is beyond the District’s statutory authority under Chapter 35.61 RCW. As you know,
municipal corporations such as the Districts are “creatures of statute” and possess “only those
powers conferred on them by the constitution, statutes, and their charters.” City of Tacoma v.
Taxpayers of City of Tacoma, 108 Wn.2d 679, 685-86,743 P.2d 793 (1987) (citing 2 E. McQuillin,
Municipal Corporations § 10.09). In construing a municipal corporations’ powers, “‘[a]ny fair,
reasonable doubt concerning the existence of a power is resolved by the courts against the
corporation, and the power is denied.”” State v. Superior Court of Washington In and For King
County, 93 Wn.2d 267,269, 160 P. 755 (quoting Dillon on Municipal Corporations, § 89). Finally,
if a municipal corporation acts in excess of its statutory authority, such action is deemed to be
“ultra vires,” meaning it is void from the start and is of no legal force or effect. “Ultra vires acts
are those performed with no legal authority and are charactetized as void on the basis that no power
to act existed, even where proper procedural requirements are followed.” South Tacoma Way, LLC
v. State, 169 Wn.2d 118,123,233 P.3d 871 (2010).

Applied here, the District’s statutory grant of authority is defined at RCW 35,61.010, which
authorizes “the management, control, improvement, maintenance, and acquisition of parks,
parkways, boulevards, and recreational facilities” (emphasis added). This language empowers the

6 See RCW 35.61.040 (specifying that metropolitan parks districts formed under Chapter 35.61
RCW are municipal corporations).
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Attn: Terry Lande, Executive Director, and Board of Commissioners
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post hoc rationalization for the purchase price. The purchase of those assets is beyond the District’s
statutory authority, Finally, there is no reason why the District must purchase those assets fo
operate the BAC as a recreational facility—the District can certainly operate an athletic club
without doing so in the same form and under the same name as the business entity that operates it
now. In this regard, the purchase of intangible business assets is entirely superfluous and certainly
does not justify spending nearly $4 million over and above the value of the facility itself. In this
transaction, only the private seller benefits. The public does not.

For the reasons above, the District should cancel its agreement to spend nearly $4 million in public
funds to purchase the business that currently operates the BAC. The District should not make any
decision to purchase the real property and facilities comprising the BAC until it prepares a
financing plan; provides full disclosure to the public; allows for ample public input; and receives
the recommendations from a citizen advisory committee in accordance with District Policy 2320.
All of this would serve the putpose of assuring that the proposal does not undermine timely
development of the Sakai Community & Sports Center; that the District’s plans are based on
thoughtful consideration of all relevant information; and that the purchase is within the District’s
statutory powers and is not an unconstitutional gift of public funds for goodwill and other
intangible assets that provide no value to the District,

This is simply too big of a decision to make on a hasty timeline without public involvement.
Very truly yours,

BRICKLIN & NEWMAN, LLP

David A. Bricklin /

Bryan Telegin
Counsel for Save Sakai Community & Sporis Center

ce: Client
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Office of the Washington State Auditor
Pat McCarthy

Bricklin & Newman
1424 Fourth Ave, Suite 500
Seattle, WA 98101

Dear Bricklin & Newman:

Thank you for contacting the Office of the Washington State Auditor with your concerns
regarding the Bainbridge Island Metropolitan Park and Recreation District.

You told us the District’s purchase of the Bainbridge Athletic Club exceeds the District’s
statutory authority under Chapter 35.61 RCW insofar as it obligates the District to spend nearly
$4 million on intangible business assets owned by the private entity. Additionally, the purchase
of these intangible business assets — which are of little or no value to the District — represents an
unconstitutional gift of public funds in violation of Article VIII, Section 7 of the Washington
Constitution.

We take our job of holding government accountable for the use of public resources seriously,
and we have carefully considered the information you shared in your hotline submission. We
have determined this issue is outside our audit authority as defined by RCW 43.09. This
appears to be a legal matter that is best handled by the court system. You may wish to consider
resolving your concerns in this way.

We are sorry we could not assist you with your concern.

Sincerely,

Brad White,

CPA, Program Manager

H-21-348

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 ¢ (564) 999-0950 * Pat.McCarthy@sao.wa.gov







From: White, Bradley (SAQ)

To: telegin@bnd-law.com

Subject: Hotline Referral to the Washington State Auditor"s Office
Date: Tuesday, January 17, 2023 9:18:00 AM

Attachments: image001.png

H-21-348 letter.docx

Dear Bricklin & Newman,
Please see the attached letter as our response to your Hotline Referral.
Thank you,

Brad White, CPA
Team Spokane Audit Manager, County Program Manager

Office of the Washington State Auditor
(509) 919-0240 | www.sa0.wa.gov
Keeping Washington rooted in #GoodGovernment since 1889:

sao.wa.gov/rooted
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Seattle, WA 98101







Dear Bricklin & Newman:







Thank you for contacting the Office of the Washington State Auditor with your concerns regarding the Bainbridge Island Metropolitan Park and Recreation District.
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We take our job of holding government accountable for the use of public resources seriously, and we have carefully considered the information you shared in your hotline submission. We have determined this issue is outside our audit authority as defined by RCW 43.09. This appears to be a legal matter that is best handled by the court system. You may wish to consider resolving your concerns in this way. 







We are sorry we could not assist you with your concern.
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Office of the Washington State Auditor
Pat McCarthy

August 11, 2021

David A. Bricklin and Bryan Telegin
Bricklin & Newman LLP

1424 Fourth Ave., Suite 500

Seattle, WA 98101

Re: Citizen Hotline Referral H-21-348
Dear Mr. Bricklin and Mr. Telegin:

Thank you for contacting the State Auditor’s Office Citizen Hotline with your concerns regarding
the Bainbridge Island Metropolitan Park and Recreation District.

As a post-audit agency, we do not have the authority to intercede in matters that are in process.
Our role is to examine past actions of the government, and evaluate whether the government
complied with applicable laws, regulations and its own policies, and properly accounted for those
actions. We will consider your concerns as part of our next audit of the District, planned for fall
2022.

Sincerely,

Amy Strzalka, CPA, Audit Manager

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 « (564) 999-0950 « Pat.McCarthy@sao.wa.gov
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Edit Referral

H-21-419 Referral Information

Hotline ID:

Date of
Submission:

Entity Type:
Entity Category Type:

Entity:

Sub Entity Name:
Category:

1-2 sentence description
of concern:

Report Issued:
Reporting Type:

Report Number:

Investigation
Contracted:

Contract Number:
Contract Name:

Billing Time Code:
Costs:

Public Records Request:

Flag For
Annual Report:

Substantiated:
ARRA:

Action:

Audit Team:

Audit Team Contact:

H-21-419
10/12/2021

Local
Park and Recreation District

Bainbridge Island Metropolitan Park and Recreation District

Gift of Public Funds/One Fund Benefiting From Another

Gift of public funds - giving free membership to a recently
purchased recreation center to employees.

No

FYI to Team

No

No

o

No
No
Referred to Audit Team - FYI

Port Orchard

strzalkaa@sao.wa.gov

cc:

Referral Date:

Action Taken:

10/13/2021

No

Response Date:

Report Date:

Follow Up Date:

Date Closed:

7/26/2022







H-21-419 Contact Information

Date of
Hotline ID: H-21-419 _a _eo 10/12/2021
Submission:

Submission Method: Web
Submission Type: Staff:
Author(Last, First):
Address:
City: State: WA Zip:

Home Phone:
Work Phone:
Mobile Phone:
Email:

Contact
Preference:

Waived Confidentiality: No







H-21-419 Referral Details

Hotline ID:
H-21-419

What state or local organization is involved?

Please identify the specific concerns you are hoping the audit will address.

Gift of public funds - giving free membership to a recently purchased recreation center to
employees.

Please provide a detailed description of the assertion or outstanding achievement,
including who, when, where, what, how and how much.

A free membership to a recently purchased recreation center is being provided to employees.

How did this issue come to your attention?

It was in the local newspaper.

What employee(s), contractors, etc., were involved in the assertion or achievement?
Please include employee titles if possible.

This appears to be a decision made by the Park Commissioners.

Please provide the names of any witr to the tion or achievement, if possible.

Please provide any additional details or comments that would help us understand your
assertion or achievement.







H-21-419
Activity
Log

Hotline ID: H-21-419

Entry Date ™ Log Entry

07/26/2022 Referral updated by 'JEANA Gillis (gillisj)'.

07/25/2022 Referral updated by 'AMY Strzalka (strzalkaa)'.

07/25/2022 Added risk to FAWF for consideration in next audit. --strzalkaa

12/30/2021 Referral updated by 'JEANA Gillis (gillisj)'.

10/13/2021 Referral updated by 'JEANA Gillis (gillisj)'.

10/13/2021 Task assigned to 'strzalkaa@sao.wa.gov'. Team notification email sent to: strzalkaa@sao.wa.gov

10/13/2021 Referral updated by 'JEANA Gillis (gillisj)'. Action changed from (not set) to Referred to Audit Team - FYI.
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H-22-160 Referral Information

Hotline ID:

Date of
Submission:

Entity Type:
Entity Category Type:

Entity:

Sub Entity Name:
Category:

1-2 sentence description
of concern:

Report Issued:
Reporting Type:
Report Number:

Investigation
Contracted:

Contract Number:
Contract Name:

Billing Time Code:
Costs:

Public Records Request:

Flag For
Annual Report:

Substantiated:
ARRA:

Action:

Audit Team:

Audit Team Contact:

H-22-160
5/3/2022
State

Park and Recreation District

Bainbridge Island Metropolitan Park and Recreation District

Misappropriation of Assets

a) The District doesn’t have authority to purchase
goodwill/intangible assets of an ongoing private business. b)
Public funds transferred to purchase the goodwill/intangible
assets to a private individual is an unconstitutional gift. c) A
public entity (District) competing with private entities.

No

Hotline Letter

No
No

No
No
Referred to Audit Team - Consider Next Audit

Port Orchard

strzalkaa@sao.wa.gov

cc:

Referral Date:

Action Taken:

5/3/2022

No

Response Date:

Report Date:

Follow Up Date:

Date Closed:

1/17/2023







H-22-160 Contact Information

Hotline ID:

Submission Method:

Submission Type:
Author(Last, First):

Address:

City:

Home Phone:

Work Phone:

Mobile Phone:

Email:

Contact
Preference:

Waived Confidentiality:

H-22-160 5ubm[i)::ie°:: 5/3/2022
Web

Citizen Staff:

Knight , David

9790 NE Murden Cove Drive

Bainbridge Island State: WA Zip:

NA

NA

206.390.8289

dknight@knightpartnerslic.com

Mobile Phone
Email

Yes

98110







H-22-160 Referral Details

Hotline ID:
H-22-160

What state or local organization is involved?

Please identify the specific concerns you are hoping the audit will address.

a) The District doesn’t have authority to purchase goodwill/intangible assets of an ongoing private
business. b) Public funds transferred to purchase the goodwill/intangible assets to a private
individual is an unconstitutional gift. c) A public entity (District) competing with private entities.

Please provide a detailed description of the assertion or outstanding achievement,
including who, when, where, what, how and how much.

Detailed description: See enclosed legal opinion prepared by Bricklin & Newman LLP, Seattle
attached to the Bricklin & Newman letter to Attorney General Ferguson and State Auditor
McCarthy dated July 26, 2021. Who: Bainbridge Park & Recreation District Board of
Commissioners. When: June - September 2021. What: Violations of statutory authority and
Washington state constitution. How & how much: See detailed description.

How did this issue come to your attention?

My wife and I have been members of the Bainbridge Athletic Club (“Club”) for about 10 years. In
mid-June 2021 we heard rumors around the Club that the District was buying the Club. Earlier in
2021, we heard that the owner, Michele K. (Shelly) Stockman, intended to sell the Club. There
were private parties that were interested and willing to purchase the Club, its assets and real
estate. However, a few days before the June 17, 2021 public meeting of the District Board of
Commissioners we heard the District was buying the Club. Please see Bricklin letter to the Auditor
for more detail. Many dozen concerned Bainbridge Island taxpayers and Club members attended
the public Zoom meeting and learned the purchase price and terms had already been negotiated.
The public meeting was only a formality to authorize the District to sign the purchase agreements.
The District Board of Commissioners didn’t allow any discussion. The community was very upset.
About 60 taxpayers created an informal coalition, created a legal fund and engaged Bricklin &
Newman to analyze the transaction. The result is their opinion letter mentioned previously.

What employee(s), contractors, etc., were involved in the assertion or achievement?
Please include employee titles if possible.

District Board of Commissioners Position One — Dawn Janow Position Two — Ken Dewitt Position
Three — Tom Swolgaard Position Four - Jay Kinney Position Five - Tom Goodlin Administration
Executive Director - Terry Lande Finance Officer - Amy Swenson

Please provide the names of any witr to the tion or achievement, if possible.

The following witnesses all donated to the coalition legal fund except David Bricklin and Bryan
Telegin. 1. David Bricklin - attorney for coalition of concerned taxpayers. 2. Bryan Telegin -
attorney for coalition of concerned taxpayers. 3. David Knight (Complainant) 4. Ann Knight 5.
Rachel Alnwick 6. Irva Cooper 7. Tom Nicol 8. Eileen Nicol 9. Diane Daubeneck 10. Lee Parker 11.
Pete Olson 12. Lissa Dashe 13. Aileen Bergstrom 14. Annie Fanberg 15. Mark Freeman 16. Carol
Pendleton 17. Christine Power 18. Dawn Snider 19. Niki Froines 20. Chad Haight 21. Ron Kolb 22.
Ellen Little 23. Jackie Osland 24. Matt Parent 25. Stephanie Viele 26. John Viele 27. Lisa Wiggins
28. Esther Parvin 29. Frank Nance 30. Kathryn Nance 31. David Huether 32. Keith Israel 33. Kirsty
Ausmeier 34. Jen Carillo 35. Malitzski 36. Sarah Taylor 37. David Moore 38. Nancy Lobisser 39. Ni
Chin 40. Eleanor Gray 41. Emmy Sunshine 42. Dana Fisher 43. Linda Bruce 44. Andrea Mann 45.
Amanda McCoy Bast 46. Jill Day 47. Shannon Fitzgerald 48. Susan Bray 49. Craig Kelly 50. Emma
Dressler 51. Carlene Murphy 52. John Steiner 53. Ron Wood 54. Gary Cooper 55. Nancy Nolan 56.
Jim Fox 57. Kim Fox 58. Melissa Fink

Please provide any additional details or comments that would help us understand your
assertion or achievement.







My wife, Ann Knight, and I were selected by the coalition to interact with Bricklin & Newman. I
also spoke at two District public meetings. One on August 5th and one on August 19, 2021. I
wrote my comments before the meetings and read them into the record. They are attached. I
placed a public records request with the District. Attached are the following records received over
approximately six months plus other relevant documents. 1. Letter from Bricklin & Newman LLP to
Attorney General Ferguson and State Auditor McCarthy. Attached to this letter is the legal opinion
describing the transaction and how it violates Washington statutes and the state constitution. 2.
Redacted communications between the District and their legal counsels. I had requested all
communications relative to their purchase authorization due diligence. It seems they claimed the
broadest interpretation of attorney/client privilege. 3. Communications exemptions log. 4. Asset
Purchase Agreement 5. Real Estate Purchase and Sale Agreement 6. Preliminary analysis and
limited appraisal of the purchased assets dated July 6, 2021. Note the date of this limited
appraisal is after the transaction was negotiated and the Asset Purchase Agreement was approved
by the District Board of Commissioners on June 17, 2021. 7. Restricted Appraisal Report on the
real estate dated July 9, 2021. Again, the report was prepared after the purchase was negotiated
and approved by the District’s Board of Commissioners on June 17, 2021. 8. David Knight's
presentation to the District Board of Commissioners public meeting on August 5, 2021. 9. David
Knight's presentation to the District Board of Commissioners public meeting on August 19, 2021.
10. Save Sakai community flyer. This document with attachments were sent by email to: Jeana
Gillis, CPRO gillisi@sao.wa.gov Program Specialist, Office of the Washington State Auditor (546)
999-0918







H-22-160
Activity
Log

Hotline ID: H-22-160

Entry Date ™ Log Entry

01/17/2023 Referral updated by 'JEANA Gillis (gillisj)'.

01/17/2023 Discussed with Al and determined this is not within our authority and should be handled by the courts. Sent letter to
the Citizen to explain our stance and attached to supporting documents. Ready to close. --whitebd

10/12/2022 Responded to citizen inquiry regarding planned audit timing. --strzalkaa

05/04/2022 Referral updated by 'AMY Strzalka (strzalkaa)'.

05/04/2022 Referral updated by 'AMY Strzalka (strzalkaa)'.

05/04/2022 Emailed citizen to let him know we'd consider his concerns during our next audit of the District (email attached in
supporting docs). --strzalkaa

05/04/2022 Added response from citizen to related docs since it contains a bit more info. --strzalkaa

05/03/2022 Referral updated by 'JEANA Gillis (gillisj)".

05/03/2022 Task assigned to 'strzalkaa@sao.wa.gov'. Team notification email sent to: strzalkaa@sao.wa.gov

05/03/2022 Referral updated by 'JEANA Gillis (gillisj)'. Action changed from (not set) to Referred to Audit Team - Consider Next

Audit.







From: Strzalka, Amy (SAQ)

To: dknight@knightpartnerslic.com
Subject: Citizen Hotline H-22-160

Date: Wednesday, May 4, 2022 7:18:00 AM
Attachments: image001.png

Good morning Mr. Knight,

Thank you for contacting the State Auditor’s Office Citizen Hotline with your concerns regarding the
Bainbridge Island Metropolitan Park and Recreation District’s purchase of the Bainbridge Athletic
Club.

We will consider your concerns as part of our next audit of the District, planned for fall 2022.
Have a good day,

Amy Strzalka, CPA

Team Port Orchard Audit Manager, Office of the Washington State Auditor
(360) 845-1476 | Pronouns: she/her/hers

We are hiring! Go to sao.wa.gov/jobs to see our openings.
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From: Strzalka, Amy (SAQ)

To: dknight@knightpartnerslic.com

Subject: FW: Knight Auditor Citizen Hotline Complaint
Date: Wednesday, October 12, 2022 7:25:00 AM
Attachments: image001.png

image003.png

Hello Mr. Knight,

The audit for Bainbridge Island Metropolitan Park & Rec District is scheduled to begin in December
of this year. We hope to have it completed by the end of January, 2023. We will consider your
concerns when planning the audit. If your concern is included in the audit scope, we will
communicate the results to you in writing upon conclusion of the audit. If not included in the audit
scope, we will let you know as soon as that decision has been made.

Best,

Amy Strzalka, CPA

Team Port Orchard Audit Manager, Office of the Washington State Auditor
(360) 845-1476 | Pronouns: she/her/hers

We are hiring! Go to sao.wa.gov/jobs to see our openings.

From: David Knight <dknight@knightpartnersllc.com>
Sent: Tuesday, October 11, 2022 3:42 PM

To: Gillis, Jeana (SAQ) <gillisj@sao.wa.gov>

Cc: Ann Knight <aknight@knightpartnerslic.com>
Subject: RE: Knight Auditor Citizen Hotline Complaint

External Email

Hello Jeana..... I'm following up on my complaint below. What is the status of the Bainbridge Island
Metropolitan Park & Recreation District audit? | understand it is scheduled for Fall 2022.

Thank you.... David

David Knight

President/CEO

Direct: 206.390.8289

Skype: david_knight1
Linkedin.com/in/david-knight-9351325
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Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this
communication.

From: Gillis, Jeana (SAO) <gillisj@sao.wa.gov>

Sent: Tuesday, May 3, 2022 11:27 AM

To: David Knight <dknight@knightpartnerslic.com>
Cc: Ann Knight <aknight@knightpartnersllic.com>
Subject: RE: Knight Auditor Citizen Hotline Complaint

Thank you have | added your documents and sent it onto the team, you should be hearing from
them soon.

From: David Knight <dknight@knightpartnersllc.com>
Sent: Tuesday, May 3, 2022 11:13 AM

To: Gillis, Jeana (SAO) <gillisj@sao.wa.gov>

Cc: Ann Knight <aknight@knightpartnersllc.com>
Subject: Knight Auditor Citizen Hotline Complaint

External Email

Hi Jeana,

| submitted my complaint this morning on the Citizen Hotline. The attachment with supporting
documentation is too large to attach (I tried). Instead, I'm sending you a link to the Adobe
Document Cloud. If you’re uncomfortable clinking on a link, please send me upload link.

I'm using Adobe Acrobat.

You can view "Knight_CitizenHotlineSubmittal_May5_ 2022.pdf" at:
https://acrobat.adobe.com/link/track?uri=urn:aaid:scds:US:b9f6d454-d519-4e6e-a502-
bf2383f5e221

There are far too many redacted pages, which is why the file is so large, but they are an important
part of my complaint. Scroll through them to reach additional documentation.

Please confirm receipt of this email and the supporting documentation.

Reach out any time with questions or requests.
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Many thanks Jeana.... David

David Knight
President/CEO
Direct: 206.390.8289
Skype: david_knight1

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,

distribution or copying of this communication is strictly prohibited. If you have received this communication in error,

immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this

communication.

From: Gillis, Jeana (SAO) <gillisj@sao.wa.gov>
Sent: Thursday, April 28, 2022 1:36 PM

To: David Knight <dknight@knightpartnersllic.com>
Cc: Ann Knight <aknight@knightpartnersllc.com>
Subject: RE: Test Email from David Knight

This is confirmation of the email, thank you.

Jeana Gillis, CPRO

Program Specialist, Office of the Washington State Auditor
(546) 999-0918 | Pronouns: She, Her, Hers

We are hiring! Go to sao.wa.gov/jobs to see our openings.

-2

From: David Knight <dknight@knightpartnerslic.com>
Sent: Thursday, April 28, 2022 1:30 PM

To: Gillis, Jeana (SAQ) <gillisj@sao.wa.gov>

Cc: Ann Knight <aknight@knightpartnerslic.com>
Subject: Test Email from David Knight

External Email

Hi Jena... thank you for returning my call yesterday, Wed. You left me your email and phone number

in voice mail.
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| will prepare the Complaint online, then email you attachments to include with the Complaint. |
intend to have this completed the first part of next week.

Please confirm this email, so | know | captured your email address correctly. Also, please correct the
spelling of your name if I’'m mistaken.

Many thanks.... David

David Knight
President/CEO
Direct: 206.390.8289
Skype: david_knight1

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this
communication.







From: White, Bradley (SAQ)

To: dknight@knightpartnerslic.com

Subject: Hotline Referral to the Washington State Auditor"s Office
Date: Tuesday, January 17, 2023 9:16:00 AM

Attachments: image001.png

H-22-160 letter.docx

Dear Mr. Knight,

Please see the attached letter as our response to your Hotline Referral.

Thank you,
Brad White, CPA
Team Spokane Audit Manager, County Program Manager

Office of the Washington State Auditor
(509) 919-0240 | www.sa0.wa.gov
Keeping Washington rooted in #GoodGovernment since 1889:

sao.wa.gov/rooted
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				Office of the Washington State Auditor



Pat McCarthy
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Insurance Building, P.O. Box 40021  Olympia, Washington 98504-0021  (564) 999-0950  Pat.McCarthy@sao.wa.gov











David Knight 



9790 NE Murden Cove Drive



Bainbridge Island, WA 98110







Dear Mr. Knight:







Thank you for contacting the Office of the Washington State Auditor with your concerns regarding the Bainbridge Island Metropolitan Park and Recreation District.







[bookmark: _GoBack]You told us the District does not have authority to purchase goodwill/intangible assets of an ongoing private business, public funds transferred to purchase the goodwill/intangible assets of a private individual is an unconstitutional gift, and a public entity (District) competing with a private entity. 







We take our job of holding government accountable for the use of public resources seriously, and we have carefully considered the information you shared in your hotline submission. We have determined this issue is outside our audit authority as defined by RCW 43.09. This appears to be a legal matter that is best handled by the court system. You may wish to consider resolving your concerns in this way. 







We are sorry we could not assist you with your concern.







Sincerely,







[image: ]







Brad White, 



CPA, Program Manager 







H-22-160
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From: David Knight

To: Gillis, Jeana (SAQ)
Cc: Ann Knight
Subject: Knight Auditor Citizen Hotline Complaint
Date: Tuesday, May 3, 2022 11:13:06 AM
Attachments: image001.png
External Email
Hi Jeana,

| submitted my complaint this morning on the Citizen Hotline. The attachment with supporting
documentation is too large to attach (I tried). Instead, I'm sending you a link to the Adobe
Document Cloud. If you’re uncomfortable clinking on a link, please send me upload link.

I'm using Adobe Acrobat.

You can view "Knight_CitizenHotlineSubmittal_May5_2022.pdf" at:
https://acrobat.adobe.com/link/track?uri=urn:aaid:scds:US:b9f6d454-d519-4e6e-a502-
bf2383f5e221

There are far too many redacted pages, which is why the file is so large, but they are an important
part of my complaint. Scroll through them to reach additional documentation.

Please confirm receipt of this email and the supporting documentation.
Reach out any time with questions or requests.

Many thanks Jeana.... David

David Knight

President/CEO

Direct: 206.390.8289

Skype: david_knight1

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this

communication.

From: Gillis, Jeana (SAO) <gillisj@sao.wa.gov>




mailto:dknight@knightpartnersllc.com


mailto:gillisj@sao.wa.gov


mailto:aknight@knightpartnersllc.com


https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Facrobat.adobe.com%2Flink%2Ftrack%3Furi%3Durn%3Aaaid%3Ascds%3AUS%3Ab9f6d454-d519-4e6e-a502-bf2383f5e221&data=05%7C01%7Cgillisj%40sao.wa.gov%7Ca613cdf4abc443b538ed08da2d309002%7C11d0e217264e400a8ba057dcc127d72d%7C0%7C0%7C637871983855156847%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=rNZI5AlzORpymCHWSdDCYtt10VWMy7rZnszfDSkXm1s%3D&reserved=0
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Sent: Thursday, April 28, 2022 1:36 PM

To: David Knight <dknight@knightpartnerslic.com>
Cc: Ann Knight <aknight@knightpartnerslic.com>
Subject: RE: Test Email from David Knight

This is confirmation of the email, thank you.

Jeana Gillis, CPRO

Program Specialist, Office of the Washington State Auditor
(546) 999-0918 | Pronouns: She, Her, Hers

We are hiring! Go to sao.wa.gov/jobs to see our openings.

From: David Knight <dknight@knightpartnersllc.com>
Sent: Thursday, April 28, 2022 1:30 PM

To: Gillis, Jeana (SAQ) <gillisj@sao.wa.gov>

Cc: Ann Knight <aknight@knightpartnerslic.com>
Subject: Test Email from David Knight

External Email

Hi Jena... thank you for returning my call yesterday, Wed. You left me your email and phone number
in voice mail.

| will prepare the Complaint online, then email you attachments to include with the Complaint. |
intend to have this completed the first part of next week.

Please confirm this email, so | know | captured your email address correctly. Also, please correct the
spelling of your name if I'm mistaken.

Many thanks.... David

David Knight
President/CEO
Direct: 206.390.8289
Skype: david_knight1

Knight Partners LLC
Company development strategies, valuations & sales
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CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this
communication.







From: David Knight

To: Strzalka, Amy (SAQ)

Cc: Ann Knight

Subject: RE: Citizen Hotline H-22-160

Date: Wednesday, May 4, 2022 11:01:13 AM
Attachments: image001.png

External Email
Good mornin” Ms. Stralka.... Thank you for letting me know the audit schedule.

As you read through and process the information | provided in my complaint, feel free to contact me
with any questions. The complaint is limited to facts and not opinions, other than the legal opinion.

We firmly believe that the BIMPRD violated their obligation to manage the taxpayers’ funds within
their authority. The reason | asked for the communications between the BIMPRD and their legal
counsels was to try and determine whether they proceeded with the transaction knowing they were
exceeding their authority. |included all the redacted pages | was provided. Hopefully, the Auditor
has the authority to review “privileged” communications. If they knowingly violated their authority,
that’s a whole other problem.

Interestingly, Dawn Janow (Position #1) told one of the witnesses that the Board of Commissioners
aren’t worried about exceeding their authority because public agencies stick together and don’t call
each other out. Our coalition found this attitude to be particularly aggravating.

Thank you, in advance, for your efforts to carefully review and consider the transaction.
My best..... David

David Knight

President/CEO

Direct: 206.390.8289

Skype: david_knight1

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this

communication.

From: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>
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Sent: Wednesday, May 4, 2022 7:19 AM
To: David Knight <dknight@knightpartnerslic.com>
Subject: Citizen Hotline H-22-160

Good morning Mr. Knight,
Thank you for contacting the State Auditor’s Office Citizen Hotline with your concerns regarding the

Bainbridge Island Metropolitan Park and Recreation District’s purchase of the Bainbridge Athletic
Club.

We will consider your concerns as part of our next audit of the District, planned for fall 2022.

Have a good day,

Amy Strzalka, CPA

Team Port Orchard Audit Manager, Office of the Washington State Auditor
(360) 845-1476 | Pronouns: she/her/hers

We are hiring! Go to sao.wa.gov/jobs to see our openings.
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From: David Knight

To: White, Bradley (SAQO)

Subject: Bainbridge Island Metropolitan Park and Recreation District Audit Status?
Date: Wednesday, April 5, 2023 5:06:21 PM

Attachments: WA Auditor Knight H-22-160 letter 2023-0117.docx

External Email

Hello Mr. White,

Please provide the status of the Bainbridge Island Metropolitan Park and Recreation District Audit. |
was told by your office in October 2022 that it was expected to be completed by the end of January.

| attached your January letter to me for your reference.
Thank you.... David

David Knight, CM&AP

President/CEO

Direct: 206.390.8289

Skype: david_knight1
Linkedin.com/in/david-knight-9351325

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this

communication.
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					Office of the Washington State Auditor




Pat McCarthy
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Insurance Building, P.O. Box 40021  Olympia, Washington 98504-0021  (564) 999-0950  Pat.McCarthy@sao.wa.gov














David Knight 




9790 NE Murden Cove Drive




Bainbridge Island, WA 98110









Dear Mr. Knight:









Thank you for contacting the Office of the Washington State Auditor with your concerns regarding the Bainbridge Island Metropolitan Park and Recreation District.









You told us the District does not have authority to purchase goodwill/intangible assets of an ongoing private business, public funds transferred to purchase the goodwill/intangible assets of a private individual is an unconstitutional gift, and a public entity (District) competing with a private entity. 









We take our job of holding government accountable for the use of public resources seriously, and we have carefully considered the information you shared in your hotline submission. We have determined this issue is outside our audit authority as defined by RCW 43.09. This appears to be a legal matter that is best handled by the court system. You may wish to consider resolving your concerns in this way. 









We are sorry we could not assist you with your concern.









Sincerely,
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Brad White, 




CPA, Program Manager 









H-22-160
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From: Strzalka, Amy (SAQ)

To: Lane, Tammy (SAQ)

Subject: Citizen Letter to be Mailed

Date: Wednesday, August 11, 2021 12:01:20 PM
Attachments: InitialResponse H-21-348.pdf

image001.png

Hi Tammy,

As we discussed, can you please put this letter in an SAO envelope and mail on your way out today?
Thank you SO MUCH!

Amy Strzalka, CPA

Team Port Orchard Audit Manager, Office of the Washington State Auditor
(564) 999-0875 | www.sao.wa.gov

We’re on social! Follow us on Facebook, Twitter and LinkedIn.
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Office of the Washington State Auditor
Pat McCarthy

August 11, 2021

David A. Bricklin and Bryan Telegin
Bricklin & Newman LLP

1424 Fourth Ave., Suite 500

Seattle, WA 98101

Re: Citizen Hotline Referral H-21-348
Dear Mr. Bricklin and Mr. Telegin:

Thank you for contacting the State Auditor’s Office Citizen Hotline with your concerns regarding
the Bainbridge Island Metropolitan Park and Recreation District.

As a post-audit agency, we do not have the authority to intercede in matters that are in process.
Our role is to examine past actions of the government, and evaluate whether the government
complied with applicable laws, regulations and its own policies, and properly accounted for those
actions. We will consider your concerns as part of our next audit of the District, planned for fall
2022.

Sincerely,

Amy Strzalka, CPA, Audit Manager

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 « (564) 999-0950 * Pat.McCarthy@sao.wa.gov




























From: White, Bradley (SAQ)

To: dknight@knightpartnerslic.com

Subject: Hotline Referral to the Washington State Auditor"s Office
Date: Tuesday, January 17, 2023 9:16:00 AM

Attachments: image001.png

H-22-160 letter.docx

Dear Mr. Knight,
Please see the attached letter as our response to your Hotline Referral.
Thank you,

Brad White, CPA

Team Spokane Audit Manager, County Program Manager
Office of the Washington State Auditor

(509) 919-0240 | www.sa0.wa.gov

Keeping Washington rooted in #GoodGovernment since 1889:
sao.wa.gov/rooted
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http://www.sao.wa.gov/
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https://sao.wa.gov/rooted/
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Insurance Building, P.O. Box 40021  Olympia, Washington 98504-0021  (564) 999-0950  Pat.McCarthy@sao.wa.gov














David Knight 




9790 NE Murden Cove Drive




Bainbridge Island, WA 98110









Dear Mr. Knight:









Thank you for contacting the Office of the Washington State Auditor with your concerns regarding the Bainbridge Island Metropolitan Park and Recreation District.









[bookmark: _GoBack]You told us the District does not have authority to purchase goodwill/intangible assets of an ongoing private business, public funds transferred to purchase the goodwill/intangible assets of a private individual is an unconstitutional gift, and a public entity (District) competing with a private entity. 









We take our job of holding government accountable for the use of public resources seriously, and we have carefully considered the information you shared in your hotline submission. We have determined this issue is outside our audit authority as defined by RCW 43.09. This appears to be a legal matter that is best handled by the court system. You may wish to consider resolving your concerns in this way. 









We are sorry we could not assist you with your concern.









Sincerely,
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Brad White, 




CPA, Program Manager 









H-22-160
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From: White, Bradley (SAQ)

To: telegin@bnd-law.com

Subject: Hotline Referral to the Washington State Auditor"s Office
Date: Tuesday, January 17, 2023 9:18:00 AM

Attachments: image001.png

H-21-348 letter.docx

Dear Bricklin & Newman,
Please see the attached letter as our response to your Hotline Referral.
Thank you,

Brad White, CPA
Team Spokane Audit Manager, County Program Manager

Office of the Washington State Auditor
(509) 919-0240 | www.sa0.wa.gov
Keeping Washington rooted in #GoodGovernment since 1889:

sao.wa.gov/rooted
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Insurance Building, P.O. Box 40021  Olympia, Washington 98504-0021  (564) 999-0950  Pat.McCarthy@sao.wa.gov














Bricklin & Newman




1424 Fourth Ave, Suite 500




Seattle, WA 98101









Dear Bricklin & Newman:









Thank you for contacting the Office of the Washington State Auditor with your concerns regarding the Bainbridge Island Metropolitan Park and Recreation District.









[bookmark: _GoBack]You told us the District’s purchase of the Bainbridge Athletic Club exceeds the District’s statutory authority under Chapter 35.61 RCW insofar as it obligates the District to spend nearly $4 million on intangible business assets owned by the private entity. Additionally, the purchase of these intangible business assets – which are of little or no value to the District – represents an unconstitutional gift of public funds in violation of Article VIII, Section 7 of the Washington Constitution.  









We take our job of holding government accountable for the use of public resources seriously, and we have carefully considered the information you shared in your hotline submission. We have determined this issue is outside our audit authority as defined by RCW 43.09. This appears to be a legal matter that is best handled by the court system. You may wish to consider resolving your concerns in this way. 









We are sorry we could not assist you with your concern.









Sincerely,
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Brad White, 




CPA, Program Manager 
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From: White, Bradley (SAQ)

To: David Knight

Subject: RE: Bainbridge Island Metropolitan Park and Recreation District Audit Status?
Date: Thursday, April 6, 2023 11:41:00 AM

Hi David,

We held the exit conference with the District to conclude our audit on Tuesday April 41 The
reports for this audit are scheduled to be published on our website www.sao.gov on Thursday April

13t at 10 AM.
Thank you,

Brad

From: David Knight <dknight@knightpartnerslic.com>

Sent: Wednesday, April 5, 2023 5:06 PM

To: White, Bradley (SAO) <whitebd@sao.wa.gov>

Subject: Bainbridge Island Metropolitan Park and Recreation District Audit Status?

External Email

Hello Mr. White,

Please provide the status of the Bainbridge Island Metropolitan Park and Recreation District Audit. |
was told by your office in October 2022 that it was expected to be completed by the end of January.

| attached your January letter to me for your reference.
Thank you.... David

David Knight, CM&AP

President/CEO

Direct: 206.390.8289

Skype: david_knight1
Linkedin.com/in/david-knight-9351325

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this





mailto:whitebd@sao.wa.gov



mailto:dknight@knightpartnersllc.com



http://www.sao.gov/







communication.












To: David Knight

Subject: RE: Bainbridge Island Metropolitan Park and Recreation District Audit Status?
Date: Thursday, April 6, 2023 11:31:15 AM
Hi David,

We held the exit conference to conclude our audit on Tuesday April 4% The reports for this audit

are scheduled to be published on our website www.sao.gov on Thursday April 13" at 10 AM.
Thank you,

Brad

From: David Knight <dknight@knightpartnersllc.com>

Sent: Wednesday, April 5, 2023 5:06 PM

To: White, Bradley (SAQO) <whitebd@sao.wa.gov>

Subject: Bainbridge Island Metropolitan Park and Recreation District Audit Status?

External Email

Hello Mr. White,

Please provide the status of the Bainbridge Island Metropolitan Park and Recreation District Audit. |
was told by your office in October 2022 that it was expected to be completed by the end of January.

| attached your January letter to me for your reference.
Thank you.... David

David Knight, CM&AP

President/CEO

Direct: 206.390.8289

Skype: david_knight1
Linkedin.com/in/david-knight-9351325

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this
communication.
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From: David Knight

To: White, Bradley (SAQO)
Subject: RE: Bainbridge Island Metropolitan Park and Recreation District Audit Status?
Date: Thursday, April 6, 2023 11:48:53 AM

External Email

Thank you Brad.... Much appreciated.

David Knight, CM&AP

President/CEO

Direct: 206.390.8289

Skype: david_knight1
Linkedin.com/in/david-knight-9351325

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this

communication.

From: White, Bradley (SAO) <whitebd@sao.wa.gov>

Sent: Thursday, April 6, 2023 11:41 AM

To: David Knight <dknight@knightpartnerslic.com>

Subject: RE: Bainbridge Island Metropolitan Park and Recreation District Audit Status?

Hi David,

We held the exit conference with the District to conclude our audit on Tuesday April 4% The
reports for this audit are scheduled to be published on our website www.sao.gov on Thursday April

13t at 10 AM.
Thank you,

Brad

From: David Knight <dknight@knightpartnersllc.com>

Sent: Wednesday, April 5, 2023 5:06 PM

To: White, Bradley (SAQO) <whitebd@sao.wa.gov>

Subject: Bainbridge Island Metropolitan Park and Recreation District Audit Status?
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.sao.gov%2F&data=05%7C01%7Cwhitebd%40sao.wa.gov%7C80c9c62659e6415a8f6508db36cf8f90%7C11d0e217264e400a8ba057dcc127d72d%7C0%7C0%7C638164037331803845%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=pBBLPJnIOuqVLdRUGWz5HgnHKQshhXi3CAYbHGG94C8%3D&reserved=0
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External Email

Hello Mr. White,

Please provide the status of the Bainbridge Island Metropolitan Park and Recreation District Audit. |
was told by your office in October 2022 that it was expected to be completed by the end of January.

| attached your January letter to me for your reference.
Thank you.... David

David Knight, CM&AP

President/CEO

Direct: 206.390.8289

Skype: david_knight1
Linkedin.com/in/david-knight-9351325

Knight Partners LLC
Company development strategies, valuations & sales

CONFIDENTIALITY NOTICE: This message contains information that may be CONFIDENTIAL and is intended only for the use of
the individual or entity named above. If you are not the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this communication in error,
immediately notify us by return email and destroy any copies, electronic, paper or otherwise, which you may have of this
communication.












From: CSD - Jon Sitkin

To: Orcutt, Karyna (SAO)

Cc: mjones@cityofblaine.com; msteward@cityofblaine.com

Subject: RE: Referral for investigation from the City of Blaine Council and City Manager
Date: Tuesday, March 15, 2022 9:57:40 AM

Attachments: Report Fraud or A Loss to SAO.html

External Email

Thank you. | have filed the report via the link you provided. See attached.

Jon Sitkin

Chmelik Sitkin & Davis P.S.
1500 Railroad Ave.
Bellingham, WA

98225

e: jsitkin@chmelik.com
d: 360.306.3007

p: 360.671.1796 ext. 214
f: 360.671.3781

Legal Assistant to Jon Sitkin is Kim Barnhill at ext. 223

Confidential Communication:
Attorney-Client Privileged and
Attorney Work Product

From: CSD - Jon Sitkin

Sent: Tuesday, March 15, 2022 8:37 AM

To: karyna.orcutt@sao.wa.gov

Cc: mjones@cityofblaine.com; msteward@cityofblaine.com

Subject: Referral for investigation from the City of Blaine Council and City Manager

Karyna-
Thank you for taking my call yesterday and this morning. | am forwarding this via email so that you
have my correct contact information. | understand that you will send to me the link for the referral

of an investigation request to the State Auditor’s office.

For clarity, this request for investigation is coming from both the City Council for the City of Blaine,
and the City of Blaine City Manager. The information received is attached here. In short, our office
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Report Fraud or A Loss

Invalid file type.  The file type you selected may not be attached.

    
        State agencies and local governments should use this form to report known or suspected losses of public funds
        or other illegal activity to the State Auditor's Office.  Exceptions from reporting are listed
        here.  Citizens who wish to report concerns should use our
        Citizen Hotline.  State employees who wish to report possible improper governmental activity should use our
        Whistleblower program.
        


        State law (RCW 43.09.185) requires all state agencies and local governments to immediately notify the State
        Auditor's Office in the event of a known or suspected loss of public resources or other illegal activity.  
        This includes situations in which disciplinary action against an employee is being considered due to known
        or suspected losses of public funds, fraud, illegal acts, or noncompliance with policies or procedures
        related to preventing losses of public funds, misappropriation or other illegal acts.
        


        Our Office will consult with you about when and if it is appropriate to file a police report with local or
        state law enforcement. However, governments should immediately notify the appropriate local or state law
        enforcement agency in the following circumstances:
        


        
            					Suspected losses involving the health or safety of employees or property. 





            					Losses resulting from breaking and entering or other vandalism of property. 





        





    

    
        Please do not include information in your fraud submission that is specifically protected from release or disclosure by law. An auditor will contact you for this information as needed.
    

    
        
            Thank you for notifying the State Auditor's Office of known or suspected losses of public funds or
            other illegal activity in accordance with RCW 43.09.185. You will receive an automated e-mail at the email
            address you supplied to confirm our receipt of your report, which will include your tracking number.
        





        
            Here are a few reminders regarding losses of public funds:
            





                					
                    Take steps to protect applicable records from loss or destruction, if necessary.  For example,
                    you should secure backup copies of computer records and original paper records related to the
                    situation in a vault, safe or locked cabinet until the investigation is complete.
                





                					
                    Our Office with consult with you about when and if it is appropriate to file a police report
                    with the appropriate local or state law enforcement.  However, governments should immediately
                    notify local or state law enforcement agency without waiting to consult our Office in the
                    following circumstances:
                    
                        					Suspected losses involving the health or safety of employees or property.





                        					Losses resulting from breaking and entering or other vandalism of property.





                    





                





                					
                    RCW 43.09.260 (Local Governments) and RCW 43.09.330 (State Governments) require written approval
                    of the State Auditor and Attorney General before state agencies and local governments make any
                    restitution agreement, compromise, or settlement of loss claims covered by RCW 43.09.185.
                





            





        





        
            We will respond to your report as quickly as possible. If you have not heard from our Office within
            five business days, or if you are contemplating immediate actions, please contact Fraud Manager
            Stephanie Sullivan, CFE, sullivans@sao.wa.gov or by phone at (360) 688-0858.
        





        Below is the information you submitted:





    

    
        
            
                					
                    
                        
                            					
                                What government is this report for? (required)
                            
                        





                        
                            					City of Blaine
                        





                    





                
            





        





    

    

    Contact Information





    
        
            
                					
                    
                        
                            					
                                Please give your contact information so we can follow up with you:
                            
                        





                        
                            					
                                Name (required):
                            
                            					Mary Lou Steward
                        





                        
                            					
                                Title:
                            
                            					Mayor
                        





                        
                            					
                                Phone (required):
                            
                            					360.371.8618 
                        





                        
                            					
                                Email (required):
                            
                            					msteward@cityofblaine.com
                        





                    





                
            





        





    


    Report Information





    
        
            
                					
                    
                        
                            					
                                What is the department or area of concern where the loss or illegal activity occurred? (required)
                            
                        





                        
                            					City Manager- Alleged
                        





                        
                            					
                                What type of issue are you reporting?
                            
                        





                        
                            					Other
                        





                        
                            					
                                Please describe the type of issue.
                            
                        





                        
                            					See undated letter received stating "Subject: Mike Jones... 2021... Misappropriated approximately 40k. Got caught and brought in the attorney to change paperwork." All answers in this email are referred to and/or corrected by the referenced letter.
                        





                        
                            					
                                What was the date of the suspected loss or illegal activity (or the earliest date, if multiple instances are suspected)? (required)
                            
                        





                        
                            					01/01/2021
                        





                        
                            					
                                What is the suspected amount of loss, if any?
                            
                        





                        
                            					40000
                        





                        
                            					
                                Please describe the suspected loss or illegal activity. (required)
                            
                        





                        
                            					See accompanying undated letter
                        





                        
                            					
                                How was the suspected loss or activity detected? (required)
                            
                        





                        
                            					Undated letter received by City Council Member Hill.
                        





                        
                            					
                                Is an investigation in progress?
                            
                        





                        
                            					No
                        





                        
                            					
                                If an investigation by management, law enforcement or others underway, who is in charge of this investigation?
                            
                        





                        
                            					
                                
                            
                        





                        
                            					
                                What actions have you taken to date, if any?
                            
                        





                        
                            					Reported to and discussion with City Attorney by City Manager, and City Mayor, review by City Attorney with SAO office-Bellingham, review with City Council and email report to SAO-Bellingham.
                        





                        
                            					
                                Are there any indications of employee involvement?
                            
                        





                        
                            					only what is in the undated letter attached.
                        





                        
                            					
                                Has a police report been filed?
                            
                        





                        
                            					No
                        





                        
                            					
                                Do you have a copy?
                            
                        





                        
                            					No
                        





                        
                            					
                                Has the County Prosecutor been notified?
                            
                        





                        
                            					No
                        





                        
                            					
                                Has any legal counsel been obtained by suspects?
                            
                        





                        
                            					Unknown
                        





                        
                            					
                                Have any restitution agreements been signed?
                            
                        





                        
                            					No
                        





                        
                            					Attachments
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    Attachments






    
        Click the "Choose File" button below to attach files to this report.  Only the following file types are allowed:
         xls, xlsx, csv, doc, docx, pdf, ppt, pptx, txt, rpt, zip, gif, tif, jpg, jpeg, png, bmp.  Files greater than 10 MB in size will not be accepted.
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You will be able to print a copy of your report after you submit the information.


    Submit Report



    



©2022 Washington State Auditor's Office. All Rights Reserved.
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					Aberdeen School District No. 5




					Adams Conservation District




					Adams County




					Adams County Cemetery District No. 1




					Adams County Cemetery District No. 2




					Adams County Cemetery District No. 3




					Adams County Fire Protection District No. 1




					Adams County Fire Protection District No. 2




					Adams County Fire Protection District No. 4




					Adams County Fire Protection District No. 5




					Adams County Fire Protection District No. 6




					Adams County Fire Protection District No. 7




					Adams County Mosquito Control District




					Adams County Parks and Recreation District No. 1




					Adams County Parks and Recreation District No. 2




					Adams County Parks and Recreation District No. 3




					Adams County Parks and Recreation District No. 4




					Adams County Public Hospital District No. 2




					Adams County Public Hospital District No. 3




					Adams County Rural Library District No 1




					Adams County Water District No. 1




					Adams County Weed Control District No. 1




					Adams/Lincoln County Fire Protection District No. 3




					Administrative Office of the Courts




					Admirals Cove Water District




					Adna School District No. 226




					Aeneas Lake Irrigation District




					Aging and Adult Care of Central Washington




					Aging and Long Term Care of Eastern Washington




					Agnew Irrigation District




					Ahtanum Irrigation District




					Alderwood Water and Wastewater District




					Almira School District No. 17




					Alpine Water District




					Alta Vista Irrigation District




					Anacortes Housing Authority




					Anacortes School District No. 103




					Anderson Island Park and Recreation District




					Area Agency on Aging and Disabilities of Southwest Washington




					Arlington School District No. 16




					Artesia Irrigation District No. 8




					Ashe Preparatory Academy




					Ashford Water District




					Asotin County




					Asotin County Cemetery District No 1




					Asotin County Conservation District




					Asotin County Fire Protection District No. 1




					Asotin County Health District




					Asotin County Library District




					Asotin County Public Facilities District




					Asotin County Public Transportation Benefit Area




					Asotin-Anatone School District No. 420




					Association of Washington Cities Employee Benefit Trust Health Care Program




					Association of Washington Cities Risk Management Service Agency




					Auburn School District No. 408




					Auburn Transportation Benefit District




					Badger Mountain Irrigation District




					Bainbridge Island Fire Department




					Bainbridge Island Metropolitan Park and Recreation District




					Bainbridge Island School District No. 303




					Basin City Water-Sewer District




					Bates Technical College




					Battle Ground School District No. 119




					Bayview Beach Water District




					Beacon Hill Water and Sewer District




					Bear Mountain Water District




					Beehive Irrigation District




					Beer Commission, Washington State




					Belfair Water District




					Bellevue College




					Bellevue Convention Center Authority




					Bellevue School District No. 405




					Bellingham Pool




					Bellingham School District No. 501




					Bellingham Technical College




					Bellingham-Whatcom Public Facilities District




					Ben Franklin Transit




					Benge School District No. 122




					Benton City Library Capital Facility Area




					Benton Clean Air Agency




					Benton Conservation District




					Benton County




					Benton County Dike District No. 1




					Benton County Drainage District No. 10




					Benton County Drainage District No. 9




					Benton County Fire Protection District No. 1




					Benton County Fire Protection District No. 2




					Benton County Fire Protection District No. 4




					Benton County Fire Protection District No. 5




					Benton County Fire Protection District No. 6




					Benton County Mosquito Control District




					Benton County Noxious Weed Control Board




					Benton County Public Facilities District




					Benton County Water Conservancy Board




					Benton County Weed District




					Benton County Well Water District




					Benton Irrigation District




					Benton-Franklin Council of Governments




					Benton-Franklin Health District




					Bertrand Watershed Improvement District




					Bethel School District No. 403




					Beverly Water District




					Bickleton School District No. 203




					Big Bend Community College




					Birch Bay Water and Sewer District




					Black Diamond Water District




					Black Lake Special District




					Black Sands Irrigation District




					Blaine School District No. 503




					Blaine-Birch Bay Park and Recreation District




					Blalock Irrigation District No. 3




					Blalock Orchard Irrigation District No. 10




					Blalock Orchard Irrigation District No. 12




					Blue Mountain Fire District No 1




					Board of Industrial Insurance Appeals




					Board of Pilotage Commissioners




					Board of Registration for Professional Engineers & Land Surveyors




					Board of Tax Appeals




					Board of Volunteer Firefighters and Reserve Officers




					Boistfort School District No. 234




					Braden Road Irrigation District No 20




					Bremerton School District No. 100-C




					Brewster Flat Irrigation District




					Brewster School District No. 111




					Bridgeport Bar Irrigation District




					Bridgeport Irrigation District




					Bridgeport School District No. 75




					Bridgeport Transportation Benefit District




					Bridgeview Housing




					Brinnon School District No. 46




					Buena Irrigation District




					Burbank Irrigation District No. 4




					Burke-Gilman Place Public Development Authority




					Burlington-Edison School District No. 100




					Burnett Water District




					Butler Drainage District




					Camano Island Library Capital Facility Area




					Camano Island Mosquito Control District




					Camano Vista Water District




					Camas School District No. 117




					Camas Washougal Economic Development Association




					Cape Flattery School District No. 401




					Cape San Juan Water District




					Capital Area Regional Public Facilities District




					Capitol Metro Independent Investigation Team




					Carbonado School District No. 19




					Carnhope Irrigation District No. 7




					Cascade Irrigation District




					Cascade School District No. 228




					Cascade Valley Water District




					Cascade Water Alliance




					Cascadia College




					Cascadia Conservation District




					Caseload Forecast Council




					Cashmere School District No. 222




					Castle Rock School District No. 401




					Castle Rock Transportation Benefit District




					Catalyst Public Schools




					Catalyst: Bremerton




					Cattle Point Water District




					Cedar River Water and Sewer District




					Centerville School District No. 215




					Central Basin Investigation Team




					Central King Pool




					Central Kitsap Fire and Rescue




					Central Kitsap School District No. 401




					Central Klickitat Conservation District




					Central Klickitat County Parks and Recreation District




					Central Pierce Fire & Rescue




					Central Puget Sound Economic Development District




					Central Puget Sound Regional Transit Authority




					Central Region EMS and Trauma Care Council




					Central Skagit Rural Partial - County Library District




					Central Valley School District No. 356




					Central Washington Public Utilities Unified Insurance Program Trust




					Central Washington University




					Central Washington University System




					Centralia College




					Centralia School District No. 401




					Chehalis River Basin Flood Control Zone District




					Chehalis School District No. 302




					Chelan County




					Chelan County Board of Joint Control No. 2




					Chelan County Cemetery District No. 1




					Chelan County Cemetery District No. 2




					Chelan County Cemetery District No. 3




					Chelan County Cemetery District No. 4




					Chelan County Cemetery District No. 5




					Chelan County Fire Protection District No. 1




					Chelan County Fire Protection District No. 10




					Chelan County Fire Protection District No. 3




					Chelan County Fire Protection District No. 5




					Chelan County Fire Protection District No. 6




					Chelan County Fire Protection District No. 7




					Chelan County Fire Protection District No. 8




					Chelan County Fire Protection District No. 9




					Chelan County Mosquito Control District No 2




					Chelan County Mosquito Control District No 3 Idlewild




					Chelan County Mosquito District No. 1




					Chelan County Public Hospital District No. 1




					Chelan County Public Hospital District No. 2




					Chelan County Water Conservancy Board




					Chelan Douglas Regional Port Authority




					Chelan Falls Irrigation District




					Chelan Falls Water District




					Chelan River Irrigation District




					Chelan-Douglas Health District




					Chelan-Douglas Public Transportation Benefit Area




					Chelan-Douglas Transportation Council




					Cheney School District No. 360




					Chewelah School District No. 36




					Chief Leschi Schools




					Chimacum School District No. 49




					Chinook Water District




					Chippewa Water and Sewer District




					Chuckanut Community Forest Park District




					Cities Insurance Association of Washington




					City of Aberdeen




					City of Airway Heights




					City of Algona




					City of Anacortes




					City of Anacortes Economic Development Corporation




					City of Arlington




					City of Asotin




					City of Auburn




					City of Bainbridge Island




					City of Battle Ground




					City of Bellevue




					City of Bellingham




					City of Benton City




					City of Bingen




					City of Black Diamond




					City of Blaine




					City of Bonney Lake




					City of Bothell




					City of Bremerton




					City of Brewster




					City of Bridgeport




					City of Brier




					City of Buckley




					City of Burien




					City of Burlington




					City of Camas




					City of Carnation




					City of Cashmere




					City of Castle Rock




					City of Centralia




					City of Chehalis




					City of Chelan




					City of Cheney




					City of Chewelah




					City of Clarkston




					City of Cle Elum




					City of Clyde Hill




					City of Colfax




					City of College Place




					City of Colville




					City of Connell




					City of Cosmopolis




					City of Covington




					City of Davenport




					City of Dayton




					City of Deer Park




					City of Des Moines




					City of DuPont




					City of Duvall




					City of East Wenatchee




					City of Edgewood




					City of Edmonds




					City of Electric City




					City of Ellensburg




					City of Elma




					City of Entiat




					City of Enumclaw




					City of Ephrata




					City of Everett




					City of Everett Industrial Development Corporation




					City of Everson




					City of Federal Way




					City of Ferndale




					City of Fife




					City of Fircrest




					City of Forks




					City of George




					City of Gig Harbor




					City of Gold Bar




					City of Goldendale




					City of Grand Coulee




					City of Grandview




					City of Granger




					City of Granite Falls




					City of Harrington




					City of Hoquiam




					City of Ilwaco




					City of Issaquah




					City of Kahlotus




					City of Kalama




					City of Kelso




					City of Kenmore




					City of Kennewick




					City of Kennewick Economic Development Corporation




					City of Kent




					City of Kent Special Events Center Public Facilities District




					City of Kettle Falls




					City of Kirkland




					City of Kittitas




					City of La Center




					City of Lacey




					City of Lake Forest Park




					City of Lake Stevens




					City of Lakewood




					City of Langley




					City of Leavenworth




					City of Liberty Lake




					City of Long Beach




					City of Longview




					City of Lynden




					City of Lynnwood




					City of Mabton




					City of Maple Valley




					City of Marysville




					City of Mattawa




					City of McCleary




					City of Medical Lake




					City of Medina




					City of Mercer Island




					City of Mesa




					City of Mill Creek




					City of Millwood




					City of Milton




					City of Monroe




					City of Montesano




					City of Morton




					City of Moses Lake




					City of Mossyrock




					City of Mount Vernon




					City of Mountlake Terrace




					City of Moxee




					City of Mukilteo




					City of Napavine




					City of Newcastle




					City of Newport




					City of Nooksack




					City of Normandy Park




					City of North Bend




					City of North Bonneville




					City of Oak Harbor




					City of Oakville




					City of Ocean Shores




					City of Okanogan




					City of Olympia




					City of Omak




					City of Oroville




					City of Orting




					City of Othello




					City of Pacific




					City of Palouse




					City of Pasco




					City of Pateros




					City of Pomeroy




					City of Port Angeles




					City of Port Orchard




					City of Port Townsend




					City of Poulsbo




					City of Prescott




					City of Prosser




					City of Pullman




					City of Puyallup




					City of Quincy




					City of Rainier




					City of Raymond




					City of Redmond




					City of Renton




					City of Republic




					City of Richland




					City of Ridgefield




					City of Ritzville




					City of Rock Island




					City of Roslyn




					City of Roy




					City of Royal City




					City of Ruston




					City of Sammamish




					City of SeaTac




					City of Seattle




					City of Seattle Industrial Development Corporation




					City of Sedro-Woolley




					City of Selah




					City of Sequim




					City of Shelton




					City of Shoreline




					City of Snohomish




					City of Snoqualmie




					City of Soap Lake




					City of South Bend




					City of Spokane




					City of Spokane Valley




					City of Sprague




					City of Stanwood




					City of Stevenson




					City of Sultan




					City of Sumas




					City of Sumner




					City of Sunnyside




					City of Tacoma




					City of Tekoa




					City of Tenino




					City of Tieton




					City of Toledo




					City of Tonasket




					City of Toppenish




					City of Tukwila




					City of Tumwater




					City of Union Gap




					City of University Place




					City of Vader




					City of Vancouver




					City of Waitsburg




					City of Walla Walla




					City of Walla Walla Housing Authority




					City of Wapato




					City of Warden




					City of Washougal




					City of Wenatchee




					City of West Richland




					City of Westport




					City of White Salmon




					City of Winlock




					City of Woodinville




					City of Woodland




					City of Yakima




					City of Yelm




					City of Zillah




					Clallam Conservation District




					Clallam County




					Clallam County Fire Protection District No. 1




					Clallam County Fire Protection District No. 2




					Clallam County Fire Protection District No. 3




					Clallam County Fire Protection District No. 4




					Clallam County Fire Protection District No. 5




					Clallam County Fire Protection District No. 6




					Clallam County Park and Recreation District No. 1




					Clallam County Public Transportation Benefit Area




					Clark College




					Clark Conservation District




					Clark County




					Clark County Cemetery District No. 1




					Clark County Cemetery District No. 4




					Clark County Cemetery District No. 5




					Clark County Cemetery District No. 6




					Clark County Diking Improvement District No. 14




					Clark County Drainage District No. 2




					Clark County Emergency Medical Service District No 1




					Clark County EMS District No 2




					Clark County Fire Protection District No. 10




					Clark County Fire Protection District No. 13




					Clark County Fire Protection District No. 3




					Clark County Fire Protection District No. 5




					Clark County Fire Protection District No. 6




					Clark County Fire Rescue Management Group




					Clark County Metropolitan Parks District




					Clark County Mosquito Control District




					Clark County Public Facility District




					Clark County Public Transportation Benefit Area




					Clark Regional Emergency Services Agency




					Clark Regional Wastewater District




					Clark-Cowlitz Fire Rescue




					Clarkston School District No. J250-185




					Cle Elum-Roslyn School District No. 404




					Clear Lake Water District




					Clearview Water Supply Agency




					Cline Irrigation District




					Clinton Water District




					Clover Park School District No. 400




					Clover Park Technical College




					Coal Creek Utility District




					Coalition for Clean Water




					Colfax Metropolitan Park District




					Colfax School District No. 300




					College Place School District No. 250




					Colton School District No. 306




					Columbia Basin College




					Columbia Basin Hydropower




					Columbia Conservation District




					Columbia County




					Columbia County Fire Protection District No. 1




					Columbia County Fire Protection District No. 2




					Columbia County Fire Protection District No. 3




					Columbia County Flood Control Zone District




					Columbia County Hearn Irrigation District No. 2




					Columbia County Public Hospital District No. 1




					Columbia County Public Transportation




					Columbia County Rural Library District




					Columbia Gorge Housing Authority




					Columbia Irrigation District




					Columbia Mosquito Control District




					Columbia River Gorge Commission




					Columbia School District No. 206




					Columbia School District No. 400




					Columbia Valley Parks and Recreation District















received a call from the City Manager last Tuesday morning regarding this matter. | subsequently
spoke with the Mayor and Councilmember Hill who received the letter attached here, and that day
Mr. Hill forwarded the letter to my attention. See attached email.

Going forward, at this time, the primary contact person for the City of Blaine would be the City
Mayor, Mary Lou Steward. Mary Lou’s City email address is: msteward @cityofblaine.com. Her phone
numberis 360.371.8618. | suggest a phone call to her first.

Given that the attached letter generally refers to “...the attorney...” without further identification,
our office will not be involved in investigating this matter other than making the referral to the State
Auditor’s office.

After | submit the investigation request via the on line link that you will send to me, | will forward
this email and update to the entire City Council.

| have copied Peter Ruffatto of our office who also serves as one of the City Attorney’s for Blaine, the
City Manager, and, as mentioned, the City Mayor.

Thank you.
Jon

Jon Sitkin

Chmelik Sitkin & Davis P.S.
1500 Railroad Ave.
Bellingham, WA

98225

e: jsitkin@chmelik.com
d: 360.306.3007

p: 360.671.1796 ext. 214
f: 360.671.3781

Legal Assistant to Jon Sitkin is Kim Barnhill at ext. 223
Confidential Communication:

Attorney-Client Privileged and
Attorney Work Product
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