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ANATOMY OF A FRAUD CASE: 
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AUDIT 
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Evansville State Hospital

(ESH)

A joint Audit and Special Investigation with the Indiana State 
Board of Accounts (SBOA), Office of Inspector General (OIG) 
and Indiana Family of Social Services, Administration (FSSA)



BACKGROUND OF ESH

▪One of Indiana State Psychiatric Hospitals

▪Consists of 168 beds 

▪Provides treatment for various types of mental illness

▪Financial operations of the facility are handled both at the State level and local level.  

▪State appropriations handle almost all expenses of the facility

▪Patient Trust and Employee funds are handled by ESH directly



BACKGROUND OF ESH Cont.

Revenues handled directly by ESH-Patient Trust Money

▪Social Security Administration benefits, Medicare, Medicaid, personal payments from patients 
and/or their families, and patient wage earnings

▪All payments are received through EFT except for payments from patients and/or their families

▪All payments are posted to a Patient Trust control ledger as well as individual subsidiary ledgers

▪Money held in the Patient Trust Fund is used for a patient’s medical treatment, shopping, outings, 
and personal bills



BACKGROUND OF ESH Cont.
Revenues handled directly by ESH-Employee Recognition Funds

▫Revenue for the fund comes from fundraisers and sale of clothing to employees

▫Employee Recognition funds are used to purchase the employee clothing, supplies for fundraisers, 
and employee recognition gifts

▫SBOA was not aware of this fund at the beginning of the audit



Employee Responsibilities

▫Multiple employees had the ability to receive Patient Trust Fund money

▫Multiple employees had access to the safe which held Patient Trust Funds before deposit

▫Multiple employees had access to post to Patient Trust accounts

▫Multiple employees had access to sign checks for Patient Trust funds

▫The Business Administrator had access to the items above AND was responsible for reconciling the 
bank account and the Patient Trust Fund ledgers



Employee Responsibilities Cont.

▫One employee was in charge of organizing the Employee Recognition Fund fundraisers and sale of 
clothing, but the Business Administrator handled the money, wrote checks, maintained the ledgers, 
and reconciled the bank account and records.

▫Patient Trust Fund bank reconciliations were initialed they were reviewed, however Employee 
Recognition Fund bank reconciliations were not initialed reviewed 

▫Overall, there was a lack of internal controls over the receipt and reconciling processes with the 
Patient Trust and Employee Recognition Funds



Initial Audit conducted by SBOA State 

Assignments
Started in August 2018 for the review period of July 1, 2017 to June 30, 

2018

Discrepancies Found:

▫Negative Patient balances

▫Unaccounted for checks

▫Checks out of sequence

▫Delays in receiving requested documents

▫Reconciling items-DIT items appeared to be 
growing larger and were shown in the 
opposite manner a DIT would be shown. One 
DIT appeared in more than month and was 
labeled “direct deposits in April not posted 
until July”

▫FE received no response from the Business 
Manager when they inquired of this



Initial Audit conducted by SBOA State 

Assignments
Started in August 2018 for the review period of July 1, 2017 to June 30, 

2018

▫Financial Statements didn’t agree to the ledger for the Patient Trust 

▫The financial statements had a June 30, 2018 Bal of $169,081.02

▫The ledger had a June 30, 2018 Bal of $177,629.75

▫Variance of $8,548.73

Reconciliations



Reconciliations cont.

▫The FE inspected the ledger and compared the items posted to the items that cleared on the bank 
statement

▪FE noted SSA benefit deposits did not agree between the ledger and bank statement

▪FE noted one disbursement amount differed between the ledger and bank statement

▪FE noted the ledger did not show withdrawals that cleared the bank 

▪FE noted two DDA transfers to an unidentified bank account 

(turned out to be the Employee Recognition bank account)



Inquiries

▫As noted earlier, as the SBOA made inquiries for records and try to determine the differences 
observed. Many items requested had still not been received.

▫One item that was questioned was a $1,500 disbursement at the end of June 2018 that was not on 
the ledger.  The Business Manager provided a different ledger that had been modified for the $1,500 
disbursement.

▫In total, the SBOA received two or three sets of ledgers and reconcilements for each month being 
reviewed



Determination for 

Special 

Investigation

After reviewing the 
discrepancies, receiving 
multiple sets of records and 
receiving no response for 
the additional information 
requested, State 
Assignments contacted the 
SBOA Special Investigations 
Director, Mark Mahon  



Special Investigation

▫A subpoena was issued for the Patient Trust bank account as well as the unknown bank account 
(Employee Recognition account)

▫Once the subpoenaed bank records were received, they were reviewed to try identify the Patient 
Trust discrepancies noted by the State audit team

▫SBOA was able to identify a detailed list of the discrepancies totaling $8,548.73-the same difference 
as the variance in the first set of financial statements and ledgers that were presented for the Patient 
Trust fund



Detail of Patient Trust account Discrepancies



Employee Recognition Account

▫The unknown bank account was the Employee Recognition account 

▫Once the records for the account were received, it was determined the Business Manager 
maintained two sets of ledgers for the account

▫The difference between the ledgers were identified and consisted of:



Meeting with the Office of the Inspector General

▫At this point, the SBOA wanted to meet with the OIG to inform them of the situation

▫It was decided that the SBOA and the OIG would jointly interview the Business Manager and 
question her on the discrepancies found

▫FSSA also attended the meeting and was on site while the SBOA and OIG interviewed the Business 
Manager



Conclusion

▫After the interview, the SBOA continued their work and reviewed into the months of July, August, 
September, and October up until the day of the interview

▫SBOA found additional discrepancies in the Patient Trust account totaling $3,554

▫Total amount in the SBOA report that the Business Manager was requested to repay, including 
Special Investigation Costs was $26,439.43



Investigation 
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Evansville State 

Hospital

21



The Plan

• Go in together

• Contact Superintendent

• Secure Fiscal

• Interview Byam

• Collect evidence
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The Team 

• Gina Gambaiani, SBOA

• Jonathon Bennington, SBOA

• Roger Booth, FSSA Audit

• Kathy Troiani, FSSA Audit

• Mark Mitchell, OIG

• Darrell Boehmer, OIG 
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Individual Roles

• Agency/institutional knowledge and assistance: Roger Booth 

and Kathy Troiani (FSSA)

• Secure records and devices in Finance office: SA Mark Mitchell 

(OIG); Gina Gambaiani (SBOA)

• Lead interview with Byam: SA Darrell Boehmer (OIG)

• Go through financial records with Byam: Jonathon Bennington 

(SBOA)
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When meeting multiple people coming from 

different areas you need a staging area.

• You do not want to show up piece meal

• And you do not want to go in hangry

Staging Area 
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The Interview 
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Interview

• Do not put suspect into a defensive posture, BE NICE.

• Start with introduction

• Explain the Purpose of the interview

• If Miranda is not used it is on the investigator to show that suspect knew 

they were not in custody

• Only one person talk at a time, let the lead lead

• Take notes and wait for follow up

• If the interview is not recorded it might as well not have happened



Starting the 

Interview
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• Go through duties and responsibilities

• Procedures

• Identify who else could have been involved

• Password security 

• Permissions

• Be aware of their posture, attitude, voice, and actions. This is a good time to 

find out what a truthful response is like 

Take Away the Alibis 



Take Away the 

Alibis
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• Let them try and explain

• Do they have an explanation?

• Does the tone of their voice change?

• Is there a change in posture?

During the Interview 



Lead up to 

Confession 
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• Give them a choice for their actions give them a seemingly less serious choice, rationalize 

their actions

• E.g. You are not a bad person you were just in a bad situation; or are you a thief

• Establish the elements of the crime

• Did you do know that taking the money was a crime?

• Did you take actions to hide this from being discovered?

During the Interview 



Confession 
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Prosecution  
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Criminal Charges

On January 14, 2019, the OIG sent a 
certification letter to Vanderburgh County 
Prosecutor for consideration of charges 
against Byam.

On February 7, 2019, Vanderburgh County 
Prosecutor charged:

▫ 4 counts of felony Theft
▫ 1 count of misdemeanor Theft
▫ 1 count of felony Official Misconduct
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Byam booking intake by Vanderburgh County Sheriff’s Office



Appointment as Special 

Deputy Prosecutor 

▫ Qualification as special deputy prosecuting 
attorney on Feb. 25.

▫ Amended to 30 counts of misdemeanor 
and felony Theft and left the 1 felony Official 
Misconduct.
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Amended Charges 

▫ Charges were amended on April 3, 2019

▫ Byam pled guilty on May 20, 2019
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Keys:

• Great work by SBOA audit and special investigations 

team

• Defendant kept a record of her thefts

• Great work by special agent Boehmer

• Confession in a non-custodial environment

• Overwhelming financial records. Took 8 emails to 

send just the SBOA records to defense counsel, who 

couldn’t or wouldn’t figure out how to use a cloud 

platform to get the discovery

• Defendant’s records and SBOA’s totals of embezzled 

funds matched to the penny

• Witnesses were identified, experts and available
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• Having a special deputy prosecuting attorney from the 

IG’s office was intimidating.

• Lawyer she hired plainly stated that his usual stock in 

trade was drugs, burglaries, DUIs, etc., not white collar 

financial crimes.

• Once it was clear that jail time was not likely, she 

couldn’t plead guilty fast enough.

• Waived advisement of rights on amended charges, 

waived presentence report.

• $14K of financial losses with no criminal record 

was not likely to result in jail time in a larger county 

like Vanderburgh County. As I watched initial 

advisements of rights at each of the court sessions 

I attended, there were just so many people 

arrested for drug crimes, minor thefts, probation 

violations, etc. 

Keys: (continued) 



Sticky Issue 

Official Misconduct 

▫ is a felony; and 

▪ it cannot be modified later like most 
other felony charges (IC 35-50-2-7)

▪ I chose to give alternate misdemeanor 
treatment at the time of sentencing 
under IC 35-38-1-1.5. 
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▪ Some prosecutors interpret 35-50-2-7 as 
prohibiting AMS. 

▪ IPAC agreed it was unclear. 

▪ Vanderburgh DPA was not opposed. 

▪ It was a key part of the incentive package. 

▪ Byam was concerned about:
▪ Not going to jail; and 
▪ Having a felony criminal record. 

▫ Without this upfront AMS treatment, she 
would always have the felony on her 
record. 



Sentencing
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Excerpt from Sentencing Order  



Sentencing 

Considerations 
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Primary: 

1. Incentive to pay back the money she 
stole from patients and coworkers.

2. Had worked at ESH since mid-2013 
with no other known problems.

3. Had no criminal record.

4. Cooperated with investigators

5. Willing to enter into a plea 
agreement.

6. Her husband died several years before 
this started.
a. Irony is that she probably lost the 

best job she ever had or will have 
in the future.

▫ Defendant received no jail time, and has 

a chance to convert the felony theft to 

misdemeanor. 

▫ Seems relatively light. 

▫ Suspended sentence for 2 years.



Sentencing 

Considerations 
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Cons: 

1. Once she started stealing the money, she 

never stopped until she was terminated. 

This went on for 15 months.

2. She stole from patients and State of 

Indiana co-workers.

a. Employee Recognition Committee 

bank account: The June 30, 2018 

balance presented in the June recap 

was $2,219.19. The actual bank 

balance, however, was only $230.63, 

so she stole nearly $2K of collected 

money.

▫ Defendant received no jail time, and has 

a chance to convert the felony theft to 

misdemeanor. 

▫ Seems relatively light. 

▫ Suspended sentence for 2 years.



Current Status 
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Vanderburgh County Probation Officer:

1. Defendant is on reporting probation;

2. She is doing fine on probation;

3. 1 year, 1 month completed, 11 months to go;

4. No Petitions to Revoke have been filed;

5. She is paying regularly.

Paid court costs, filing fees and probation fees of 

$1,105

Just started restitution payments to the State. Has 

paid $430 of restitution to the State. Is paying $50 

about once a week. She will only receive right to 

modify if she pays the entire $14K before May 2021. 

Not looking good for her.
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Q&A

(Time Permitting)
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Thank you for 

attending!




