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Lessons from Dixon 
 

Rita Crundwell, the longtime Comptroller of the City of Dixon, soon will begin a prison sentence 
for stealing more than $53 million from the city treasury. This story is painfully sad for both 
Crundwell and Dixon. But it also provides a lesson for lawyers. 

In addition to cities, victims of such misconduct include private businesses, large corporations, 
not-for-profit associations, and even law firms. Such losses invariably result from two failings—
misplaced trust and the failure of supervisors to maintain control. 

Crundwell grew up in Dixon. She started working for the city in various clerical capacities while 
still in high school. She was appointed comptroller in 1983 and served until she was arrested in 2012. 
She was totally trusted, as shown by the fact that her surety bond was only $100,000. 

Most lawyers do not want to spend time with the day-to-day operation of their practice. It is very 
easy to decide that the person who handles the finances has been with the firm for a long time, is 
completely trustworthy, and would be deeply offended if controls were instituted. The defect is that 
the governmental officials in Dixon undoubtedly thought the same way about Rita Crundwell. 

In doing so, they ignored at least two red flags. By all reports, Crundwell did not come from a 
wealthy family, but during her time as comptroller she developed a large and supposedly profitable 
horse farm. You probably know the definition of a boat as a hole in the water that you fill with money. 
Horses are the same way. It is more common for wealthy people to lose their money on breeding 
farms than it is for people of average means to get rich on horses. Therefore, if your financial person 
begins to live above his or her apparent means, it is time to do an audit or at least investigate. 

The second red flag arose out of the sheer volume of the defalcation, which supposedly exceeded 
the combined budgets of the police and fire department. Somebody from the city, at some point, 
should have noticed that it was short on money and wondered why. 

What can a lawyer do to be certain that he or she is not the next Dixon? The easy answer is to hire 
a qualified auditor to look at things on a regular basis. Even this practice is not a sure thing, as 
Dixon’s auditor has been criticized for not catching the defalcation. Beyond a regular audit, there are 
several reasonably simple and inexpensive things that can be done to avoid a disaster. 

First, anything from any bank should be delivered unopened to the managing partner, who should 
look at the reports to try to spot any irregularities, including things that just do not look right. This 
requirement should also include any accounts that are personal to the employee. Any complaints about 
privacy should be met with the suggestion that the statements be sent to the employee’s home. And, as 
cold as it sounds, any complaint could also be a signal to give things a closer look. 

Second, the employee who approves paying bills should not be the person who signs the checks. 
Anything else is just too cozy and tempting. While we are at it, no check should ever be issued 
without the prior approval of the managing partner, or a second signator. 
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Third, be suspicious of the employee who never takes a vacation. The remarkable thing about the 
Crundwell debacle is that when she would leave the office to go to horse shows and for other reasons, 
no one would fill in for her. She went so far as to have a relative run errands, such as picking up mail. 
She was caught when she went to a horse show, but it was way too late. Make the employee take a 
vacation and look at things while he or she is gone. 

And fourth, as indicated above, be concerned if an employee who handles money is living 
unexpectedly “high off the hog.” This practice goes along with the rule that anything that does not 
look right might not be right. 

Such controls might be resented by a longtime employee, who might feel distrusted. Thus, it is 
important to emphasize that the controls are being implemented to calm accountants and bonding 
companies. This strategy will work only if the procedures are applied equally to all employees. If the 
protest is too emphatic, you might be on to something.  

It is also important that the employee be bonded in a sufficient amount and that any auditor is 
adequately insured. 

A lawyer might feel that he does not have time to take these steps. At that point, it is wise to 
consider how much time it would take to clean up a defalcation. Just remember the adage: “In God we 
trust—everyone else is watched carefully.” 
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