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Department of Natural Resources (DNR) Agency: 490 
 
 
Audit Report: 1003441 
 
Finding Number: 001 
 
Finding: Employees did not follow state contracting law and Department policies and 

procedures resulting in overpayments of at least $57,695 during the period 
reviewed. 

 
Fraud Amount: $57,695  

Recovery to Date: $0.00 (Evidence was not sufficient to pursue recoveries.) 
 
Resolution/Status: In September 2008, the Department contacted the State Auditor's Office (SAO) 

about irregular purchasing activity at the Tumwater maintenance shop.  With the 
approval of SAO, a certified fraud auditor was engaged and an internal 
investigation was conducted by the Department.  The investigation identified 
improper purchases of at least $57,695.  While there was sufficient evidence to 
demonstrate that procedures had not been followed, evidence was not sufficient 
to pursue legal actions or recoveries.  

  
A review of shop purchasing and inventory procedures was conducted by the 
Department’s internal auditor, and corrective actions were completed by the time 
the audit report was published.  The specific SAO recommendations and the 
Department’s responses are as follows:  
 
Ensure duties are segregated between those who request, order and receive 
supplies.  Segregation of duties was addressed in a new agency purchasing 
procedure as well as new shop specific procedures for ordering and receiving 
parts inventory.  Staff was trained on these new procedures.  
 
Clarify to shop employees what their signature means on invoices or documents.  
Clarification of the importance of employees’ signatures and their meaning is 
addressed in the new shop ordering and receiving procedures.  Staff was trained 
on these new procedures.  
 
Ensure that each part ordered and listed on an invoice can be traced to a work 
order.  The work order module of the Department's fleet management system is 
being used for all repair orders.  The new shop procedures address how parts 
are to be accounted for in work orders.  
 
Ensure all equipment and supplies being ordered are necessary, purchased at 
the best price, included in inventory and accounted for.  The parts inventory 
stockroom was reconfigured to provide for greater physical security of parts 
inventory, and parts inventory was reviewed for appropriate on-hand quantities.  
The new agency purchasing procedure provides guidelines for assuring that 
purchases are either made from state contracts or that procurements follow 
appropriate guidelines to ensure competition.  
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Monitor shop purchasing activity to ensure compliance with state purchasing 
laws and Department policy.  Training was provided on the new agency and 
shop specific procedures to ensure compliance with state purchasing laws and 
Department policy.  In addition to management review of purchasing activities, 
the Department’s internal auditor conducted two reviews of purchasing 
procedures and inventory control at the shop.  Those reviews indicated that the 
Department's corrective action measures have adequately addressed the SAO 
recommendations.  
 

Criminal Action Taken: Evidence was not sufficient to pursue legal actions. 
 
Personnel Action Taken: In response to the investigation, several personnel actions were taken including 

three terminations and verbal and written reprimands for other maintenance shop 
staff.   

 
Amount to be Recovered: Evidence was not sufficient to pursue recoveries. 
 
Agency Contact: Jim Morgan 

Department of Natural Resources 
PO Box 47041 
Olympia WA 98504-7041 
(360) 902-1260 
jim.morgan@dnr.wa.gov 

 
  


