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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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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,





[image: ]





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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mailto:dknight@knightpartnersllc.com
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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 





H-21-348
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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.



mailto:dknight@knightpartnersllc.com

http://www.sao.gov/









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?



mailto:dknight@knightpartnersllc.com

mailto:whitebd@sao.wa.gov

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

mailto:dknight@knightpartnersllc.com

mailto:whitebd@sao.wa.gov



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



mailto:jsitkin@Chmelik.com
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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
IMG_6922.jpg
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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
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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



mailto:msteward@cityofblaine.com

mailto:jsitkin@chmelik.com



