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Note about electronic material

® You have the option of printing the slides and taking notes
during the video, or taking electronic notes

® If you print, we suggest you make sure you print the material
large enough to take notes on it

® We cannot provide conclusive instructions on how to take
electronic notes in the pdf file on each registrant’s device,
because of the wide ranges of combinations of pdf software
that registrants may have, in addition to platforms, i.e. MAC or
PC, tablet, etc.
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Introduction

® This is the ethics section that was formerly in my
popular course, Practical Tips for NFP Financial
Leaders, until Sept 1, 2023

® CPA Quebec asked for it to be removed on Sept 1,
2023, because their system could not handle courses
that were partially ethics

® You may want to take this 6 hour video course as well,
(content coverage is at the end of this handout)



Introduction

® Welcome to all, including non-CPAs

® I know PD courses are yawners, but we can't help
it, but | will try to include a bit of humour

® | have an extensive background and experience
with NFPs



Course purpose

® To help you in real-life in the area of ethics, covering
selected, practical topics



Course coverage

® Ethicsis anissue inthe NPO world

® Due your ethical due diligence before taking a job
® Fired for cause - employment law angles

® Akey rule of professional conduct

® Encouragement to do the right thing

® Mini-case, the sketchy Executive Director

They like to be surrounded by honest people



Course coverage

® Cheating when there is no personal benefit

® Mini-case, the President and the construction project
® Moral courage

® Ethics and personal finances

® Unethical, but not against the Code

Backdating and ethics



My NPO experience

® Years of auditing NPOs, all kinds

® Years of advising NPOs on finances

® Long-time treasurer, hockey NPO

® Volunteer Principal, Vice-Principal, NPO co-op school
® Employee of NPO and contractor to NPO

Volunteer, many NPOs, (non-finance)

Involved with many charities, doing fundraising



My NPO experience

® Helping my wife who is becoming a volunteer charity bookkeeper

® NPO boards (sitting on, or speaking at)

® NPO committee involvement

® Have worked on setting up an NPO charity

® Five years, senior ft position, government sector, effectively an NPO
® Also worked in 4 federal government departments

Have worked on many government funding submissions



| have written 100s and 100s of
published cases

® Including many, about NPOs/charities



Volunteering in the charity world
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Introduction

® Fill in the blanks will help you stay , (I will send you a
filled in version if you contact me spriddle@bell.net)

® Some of my slides are deliberately not in your handout



Notes

® This course is not for government accountants,
you should take my 1 hour course, Ethics for
Governments Accountants but if you are from
there, you will still get something out of it (this is
one of my other courses)



Let’s talk about ethics

® Is ethics just an issue for business, not NPOs?
® Not just an issue out there for others, may impact you

® Some examples



Examples

® Nationally known charity with serious ethical issues

® Pressure to exaggerate valuation of donations in kind

® (I have seen this myself on the other side)

®* CMA I know, working for NPO, lost designation and was fined $100K
® Co-op accountant complaining about incredible board conflicts

® "We received a $2M bequest, we were told to hide it so it doesn’t
reduce government funding”

A member of the board double-claiming travel
So much ethical troubles “we are about to lose our charter”
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Other ethics issues | have heard

® NPO buys all insurance through a Board member’s broker
firm —what do you think?

® Should an NPO refund government funding if not used —
what do you think?



® My first business ethics decision at age 19...




Ethics Resource Centre

® “"Conduct that violates the law or an organization’s
standards is on the rise, and ....nonprofit violations have
reached |levels comparable to business and government
organizations”

® “Financial fraud is higher in nonprofit organizations than
it is in business or government..”

® (National Nonprofit Ethics Survey)
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A charity | donated to, but | found
this out later (independent report
to Board made public)

® Founder on board with wife, unanimous vote needed to remove founder
from board

® Which means.....

® Founder can take one family member on all business trips

® Founder got an interest-free loan of $467,157 from the charity

® Founder’s wife paid $15,000, works one day a week, no job description

® Update October 2015: "When the ... founder failed to appear at a hearing ...
the court issued a warrant for his arrest.”

Later the charity went bankrupt
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Notes

® If a charity/NPO Executive Director/President is acting
like they own it, there is something wrong, there is no
concept of ownership for an NPO/charity

® Only a business founder/entrepreneur can act like this...

® | have observed a number charity founders passionate for
a cause, lose their way in later years...

Or they pass on, and the org is run by professional
managers, who are not as passionate about the cause....
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A large charity | was donating to...

® Funds transferred from North America don’t match
funds received in developing country (audited
statements) multi-millions of $

® Explanation should be simple, or something is
wrong, but nothing forthcoming

® $90M headquarters building, but helping the poor...



Other scenarios

® Inappropriate use of government money by NPOs
® Charities where most funds go toward solicitation costs

® (Personal tip - check out charity ratings before giving, as
well as executive remuneration)
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Buyers of Maurizio Cattelan’s $120,000 Banana
Defend the Work as ‘the Unicorn of the Art World,’
Comparing It to Warhol’'s Soup Cans

Still, two of the new owners are aware of the 'blatant absurdity' at the heart of the
work.

Caroline Elbaor, December 10, 2019

Brilliance, turning $1
into $120,000!



Parenthesis

® I don't really have a problem with this, as long as | am not
paying....! thatis |, as a taxpayer...
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Other scenarios

® Inappropriate use of government money by NPOs
® Charities where most funds go toward solicitation costs

® Personal tip - check out charity ratings before giving, as
well as executive remuneration



Money well spent?

A . Total raised Paid to % spent on
s itz by solicitors solicitors direct cash aid
1 Kids Wish Network  $1PZKRuillion  $109.8 million  2.5%
2 Cancer Fund of $98.0 million $80.4 million 0.9%

America

Children's Wish
3 Foundation £96.8 million $£63.6 million 10.8%
International

American Breast - -
Cancer Eoundation $80.8 million $59.8 million 5.3%
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Other scenarios

se of government money by NPOs
.evv most funds go toward solicitation costs

® Personal tip - check out charity ratings before giving, as
well as executive remuneration
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Also

Home Cansds Bevenue Agency Charities and Giving Search

List of Charities - basic search

Resources

Orlline Services The information in the List of charities is updated by the Canada Revenue Agency each

business day.
Forms and publications.

The public can use this list to:
Ato Z indesx

« confirm whether a Canadian charity is registered, revoked, annulled, penalized, or
suspended (to help guide your donation decisions)
« view a charity’s contact information, general activities, and financial information,

Enguiries

including the public portions of a charity's annual information return
Charities can use this list to:

« confirm their registration
« review their contact information
« review the information filed on their annual returns to ensure it is accurate

Basic search

Charity mame

(Maximum 175 characters)

Charity status 34
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Polling question (anonymous)

WS

You have faced an ethical issue in relation to
work or consulting or auditing and NFP or
charity?

mes = MNo
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Note

® In my course, Practical Tips for Controllers & CFOs, a
survey of thousands shows that about 15% of CPAs have
had to quit a job, or drop a client for ethical reasons...

® This means they gave up salary or client income, for
ethical reasons...



Ethics

Almost every problem can be traced to a lack of ethics

Maintain strong ethical standards in all your work

Taking a new position and then finding out the boss or the "
organization is crooked is not good!

Research the organization first

If all seems OK, make your position on ethics during the interview,
avoid crooked organizations/bosses

You can't work anywhere....but that is OK

Suppose your ethical boss is replaced by one who isn’t?
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Examples

® The first month end at the new job

® The move out west with the famlly to take a new |ob
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Your options if boss/org is crooked

® Gotojail
® Lose your CPA/get disciplined

® Quit and then you have some awkward issues

® Keep working there and maybe you never get caught, but
your conscience bothers you....

None of these are good options

0w
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Research

® Google

® Your connections....

® www.ratemyemployer.com
® www.glassdoor.com

® Former employees

Former auditor....



Interview question

Are you
willing to
stretch all the
rules?



Other interview situations

® The public company

® A software company



Interview for CFO job
compan



Interview for CFO job
compan



Interview for CFO job
compan



A CFO job interview - very large
NPO

They couldn’t give clear answers about the organization’s
activities

Everything was a little strange
His "gut” told him not to work there

He told them "I think you will have to hire someone else, |
am not the right guy for the job”

The organization was ......
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The organization — before the

scandal blew up
S o

Ornge  About Accountabiity Programs What's New | Patients Academy @ Careers Healthcare Providers | PTAC

Our Mission
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A trusted and responsive partner in extending the reach
of healthcare in Ontario. Click here to learn more about
our staff.
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Ornge scandal: Ex-CEO Chris
Mazza should be in jail, not ER,
says MIPP

Chris Mazza was fired as head of ORNGE, Ontario’s air ambulance service after he set
up spinoff companies being probed by police

Chnz Mazza went on medical leave in 2011 befare he was fired by the Liberal government as the head of the province's ar ambulance service. (RENE
JOHNSTOMN [ TORONTO STAR FILE PHOTO) 48




® In asituation, think about being in court in a proi & _— =
conduct disciplinary hearing or in the media

® You may want to call a CPA ethics advisor
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You refuse to do it - what are the
legal implications ?

Can they terminate you with cause for insubordination (failing
to follow orders) re an ethics issues, so no severance package
and win if you contest this in court? No!

Successful terminations with cause are rare

The court cases basically say there has to be a series of
warnings & violations and the maybe the employer can do it

Also employer may not be keen on discussing the matter in
court




Also, watch out for people trying
to rip NPO'’s off

N



NEWS OTTAWA & REGION

Roland Eid guilty of all 10 counts of fraud

BY JIM BAGNALL

FIRST POSTED: MONDAY, MAY 02, 2016 01:2S PM EDT | UPDATED: MONDAY, MAY 02, 2016 03:31 PM EDT

Roland Eid on his way into court earlier this month. Jim Bagnall /Ottawa
Citizen

Superior Court Justice Timothy Ray
could not have been clearer Monday in
delivering his verdict to former
construction boss and CSIS informant
Roland Eid.

“ICI (Construction) was a sham from
early 2007 until its demise,” he said in
delivering a summary of his 89-page
decision.

ICl was the construction company
launched by Eid in 2006. It went
bankrupt early in 2008 after Eid
transferred $1.7 million from its coffers
to a personal account in Beirut. The
money was never returned.

The judge found Eid guilty of 10 counts
of breaching the Criminal Code and
Bankruptcy & Insolvency Act. He found
Eid had defrauded ICI creditors, causing

B Article them to suffer collective losses of $3.8 million. The judge also found that Eid
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This CPA attended the business
version of this seminar twice!
(public information)

Notice of Temporary Suspension _

On October 21, 2019, the Chair of the Complaints Inguiry Committee (the CIC Chair) requested that the
Maﬂer&d Professional Accountants of rarily suspend the reglstratlcnn of

la registrant of CPA Alberta who live or St a, pending the
outcome of proceedings under Part 5 of the Chartered cc:ﬂuntan s Act, 2{]14, c. C-
10.2.

On July 2, 2019, _registraticrn as a member of GP_ cancelled due to non-

payment of penalties. Due to the cancellation of egistration on July 2, 2019, her
membership cannot be temporarily suspended as requested bi the CIC Chair. Instead, the temporary

SUSW held in abeyance until such time that| Is reinstated as a member of
CF h at that time, the Registrar will immmediately impose the temporary suspension
requested by the CIC Chair as outlined above.




Rules of Professional Conduct

26. The CPA must not prepare, produce or sign declarations, letters, certifications, opinions,
reports, presentations, financial statements, opinions or any other statement or document,
out of convenience or when he knows or should know:

1° either that they contain false or misleading information;

2° either that they omit or conceal information the omission or concealment of which is
likely to induce in error;

3° either that they contain information not in compliance with laws, rules of the art or
standards applicable.

In the same way, he must not associate himself with such statements or documents.



Question

® Do you think lawyers are less ethical than accountants?



Are lawyers ethical?

® CPA Quebec, 45,000 members and students, 14
disciplinary notices, Jan 1-May 22, 2020 .031%

® Law Society of Upper Canada, about 50,000 members,
181 disciplinary notices, Jan 1-May 22, 2020 .362%

® 11.6 more times conduct/ethical issues!



Ethics - comments

® If you tell the truth, you don’t have to remember what you
said

® You don't have to sweat when CRA calls for an audit

® My belief and experience:
® Do theright thing, and then don't worry...

® Honesty and integrity result in success (long run)

Proverb: Trouble
befalls the income of

the wicked




Wood business

If you don't
charge me the
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Interesting

® Someone once said, | use the password: Integrity

....toremind me
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Sidelight

® lam unhappy about something | recently found out

® An accounting fraudster who was stealing from an NPO,
took the business version of this course with me, where
he was paying me to teach him about ethics, but he didn't
listen!

® Heis now in jail!
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He paid to hear me speak about
ethics for accountants...

Former SFU accountant sentenced 4 years for $800K fraud

Siamak Saidi admitted to defrauding both SFU Faculty of Science and Cultus Lake Park Board

CBC News Posted: May 02, 2014 6:40 AM PT | LastUpdated: May 03. 2014 10:11 AM PT

61

Siamak Saidi worked for SFU for less than two years, but in that time the chartered accountant was able to steal more than

$800,000 from the Faculty of Science.



The seminar the guy offers (from

® Crooked Tips for Not-for-Profit Financial Leaders

jail)

How to steal from your employer and not get caught

How to cheat the government, donors, your bank,
employees, CRA, suppliers and students

How to find crooked accountants to work for you and
manage them when they can’t be trusted

Every tip in the seminar breaks a law, guaranteed, but | will
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Ethics mini case 1 from real life

® You are the accountant for a small NPO that has members
® The NPO has a “volunteer” Executive Director

® You have found that the Executive Director has created a paid role
for himself (cleaning contract) and members don‘t know about it

® The Executive Director has deferred the annual meeting of members
for two years in a row

® What do you do?

e (too
small to have whistleblower line or committees of the Board)
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Ethics mini case 1 from real life

®  You must consider CPA and employment contract confidentiality, (Rule 208.1)

® Review constitution, bylaws, approval rules, conflict of interest policy and
governing legislation that apply

® Does he actually do any cleaning? Does he do a good job at it?
® Find out how much was paid so far

® See if transactions are at Fair Market Value or inflated

® Talk to your lawyer

Don’t rush to go behind your boss’ back...



Ethics mini case 1 from real life

® A wise move, play dumb with ED: you forgot to call the meeting, to protect
yourself, you can’t approve your own contract

® Tell the ED there will need to be related party transaction disclosure in the
financials of the contract, this exposes the issue

® Areyou a member who can ask questions, or call a special member’s meeting?
® Get other members to demand an AGM

® Consider talking to the Board (why have they allowed the AGM to be deferred?),
use the financial reporting issue to bring up the related party transaction

(In real life, the accountant quit)



.

A story \

!

Owner won't pay royalty he agreed in court to pay

CFO keeps insisting it be paid

The owner throws a pencil at the CFQO!

Owner finally says, "I hate you and love you because of
your honesty, | will pay it!

Deep down, they know it is best to be surrounded honest
people



An ethics dilemma for me recently
with respect to this seminar!

® ...Hithere,

I am wondering whether it would be possible to make arrangements at
attend Tips For Not-For-Profit Financial Leaders session next Wednesday,
that you're facilitating? CPA ___ PD department was not willing to (let me
register past the deadline),. I'd be happy to .... pay fees directly to you.

Could you please advise whether this would be possible?

Thank yovu,
CPA,CMA
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Translation

® “Can | pay you under the table to attend this seminar that
CPA ___is putting on”

® My answer No!
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Seminar story

® CPAIT Director of NPO finds that another CPA in the
organization has forged his signature on a fake inflated
salary confirmation letter purporting to come from the IT
Director, so that his friend who works for the IT Director
can get a bank loan!

® CFO does nothing!
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People have asked about

® Suppose there is cheating in the organization, but there is no
personal financial benefit to the person, it is what is best for
the organization?

® Example help the needy organization not returning unspent
government funding for a fiscal year, that should be returned,
justification, we can help more need people

® lIwould say I don't like the smell, but | need more information
about it to answer, how does it break any funding rules, laws,
regulations, etc?



An ethics question In one session

® Is it ethical to pay off (bribe?) individual soldiers in certain
countries who threaten our disaster relief workers?

® I think so, not dishonest, not unethical, not bribing a
judge or contract official, but survival




Ethics mini case 2 from real life

New Controller for an NPO

After a few months, he hears that the current President
created fake construction invoices to increase
government funding on a past project

What should he do?




My favourite answer gets a prize
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What would you like for your
snack this morning?
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What would you like for your
snack this morning?

® Email ypriddle@bell.net

® Tell her what you want her to order from Uber Eats or
SkipTheDishes

® | chose (establishment name), if you can get me

Need your address and preferred time, and special
arrangements (knock on door of apartment...)


mailto:ypriddle@gmail.com

Ethics mini case 2 from real life

New Controller for an NPO

After a few months, he hears that the current President
created fake construction invoices to increase
government funding on a past project

What should he do?
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Ethics mini case 2 from real life

First question, what is my salary?!

Investigate to confirm if true

Maybe don’t worry about it, this is historical before your time?
Was it ethical — no? Is it criminal? Probably.

Can you tell the Board/Audit Committee?

s it material? There might be a need to accrue a repayment to
the government
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Ethics mini case 2 from real life

® Isthere a whistleblower line?
® Canyou tell the auditors? Should you talk to your lawyer?

® What if it gets discovered by the government —you look bad even
though you were not involved?

® Ideally get the President fired/arrested, clean everything up

® Do you trust the President? Is he/she ethical? What else has the
President done like this, or might do in the future? What if other
unethical behaviour by the President become public? What will it do
to your reputation?

You may just want to resign
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Note

® The problem is not being unable to recognize what is
unethical, but recognizing it and not having enough
"moral courage” to say no!




Moral courage

® CPA works for a hospital

® Doctor taking whole family to Disney World and charging
everything, when at a medical conference

® CPA takes a stand, refused to approve

® CPA says "l could less my designation for going along with
this”...

® Doctor says: "so what if you lose your designation...”

Doctor became an enemy...
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Ethics and personal finances

® Make doing the right thing easier, by maintaining strong
personal finances (also reduces temptation)

® You don‘t want to think you have to choose between
being ethical and financial ruin, and being unethical and
financial stability

® | am ultra-conservative, but it has paid off

® A CFO’s strateqgy to coerce his accountants to get his wa
gy 10 co€rce g y



Ethics — financial trouble

Suppose you experience financial trouble due to your ethics
stand?

| have heard of two CMAs who...
A member reported one CPA body will help you financially
| surveyed all 20 CPA bodies

Results: two said that there could be annual fee relief, one said
not aware of anything and the rest would not confirm or deny

Lesson: it would be worth asking if you faced a real situation



More stories | have heard

Employer cheating on significant government application for funding, got
legal advice, then decided to leave,

CFO says CEQ’s forecast not acceptable, he sent it without CFO’s knowledge,
bank called him, he was honest about the forecasts, the bank the put the loan
into the special loans category

Maritimes. Sociopath Executive Director, so she left. Executive Director got
fired, so she returned, could not mention it in my class, everybody would
have known who she was talking about..

CEO asked CPA to sign a document for the bank saying the company legally
owned __ which were not the company’s property. She refused. He was
offended, and said, “you would do it if it was your business”



Ethics - business

® There are all kinds of ethically difficult business situations
we all might face, not CPA ethics per se

® | was told this week that the seller of the business |
purchased, assumed we might ask dishonourably, but are
thankful we never have

® We always reason, what would be the fair thing to do, not
what can we get away with



® Man | know indirectly is a partner in a two person
Veterinarian business

® He get seriously ill for | believe nearly a year, takes time
off because he can’t work, and to recover

® As ayear approaches, his partner counsels him: “take
your time, don't rush coming back, make sure you get
well”

Comes back to work, after a little more than a year



A story

® Partner tells him: “under Clause X of the partnership agreement, an
absence from active participation in the business, means that you |
have automatically acquired your partnership interest and
furthermore, under the non-compete agreement, your are forbidden
from practicing Veterinary medicine within 5o km of the office, for a
period of two years...”

® Alawyer would say the Partner did absolutely nothing legally wrong

® You and Il and just about anybody would say that stinks and is
fundamentally deceitful and immoral....




Another good quote

Great Quotes From Great People

“We shall never make our
republic what it should be
until as a people we
thoroughly understand
and put in practice the
doctrine that success is
abhorrent if attained by
the sacrifice of the
fundamental principles

of morality.”




We all need to review our ethics

The ends do not justify the means...
| saw a survey

85% of Americans would murder for $2 million!

Hopefully not true in Canada!



We accountants are often
expected to be the ethical
“police

® We are the “cops” of the organization...
® Find the unethical behaviour
® Be the arbiter of unethical behaviour

® In most of my (good) employers, they say "“if Steve says it
is OK, then it must be OK...



Back-dating

® Back-dating can be an ethically
challenging area

® What do you think the key issue is?




Back-dating

® Can be anything from serious fraud...

® To 100% legitimate




Back-dating

® Can be anything from serious fraud...

® To 100% legitimate

® You need to think clearly in this area, and
may need legal advice




Serious fraud

® The government says for transactions entered into after
January 1, 2021, they will be treated differently

® You can’t lie that a transaction entered into in late 2021,
was entered into in fall 2020, just be back-dating it



Another example

® You employer as a tenant has been in the premises since
November 1 and the landlord has not got around to
getting the lease done yet yet

® You backdate the lease to a November 1 effective date,
and you sign it in December

® 100% normal and legitimate



Ethics conclusion

® Be ethical yourself — follow professional standards, and
applicable laws

® Don't even be tempted to steal - controls are often
weaker in NPOs

® Would you like to give some examples of ethics issues you
have faced (no names or dates) by email?
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A recent seminar attendee

Hello Stephen,

Seminar was great! Full of good tips and made me in fact
thinking quitting my job...

(works for organization with ethical challenges)
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| should note that

® | have not always been ethical

® Despite my parents’ excellent ethical example

® | could give you too many examples

® Oneislused to thinkif | found something, | could keep it

But really you should try to find the owner...



Your chance to share
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More ethics stories from chats

“Former CEO wanted to charge Superbowl party as business
expense. | said no. He was eventually replaced. I'm now on the
Board of the company. Honesty pays.”

“Prior Treasurer did not want anyone to assist with counting tag
day proceeds and deposit in bank...”

“| was told something by a manager that would be
considered government welfare fraud”

“Treasurer cooked books for $250k, caught and charged and
repaid”



People ask about my other
courses

N



More courses: ethics

®  Ethics — More Than Just The Code of Conduct, 2 hours

"  Ethics that Feeling in Your Gut, 2 hours

= Build Your Ethical Muscles 2 hours

= Ethics —Where The Rubber Meets The Road, 2 hours

= Ethics, Use As Prescribed & Directed, 2 hours

= Ethics, Don’t Leave Home Without Them, 2 hours

= Ethics, Some Different Angles, 1 hour (about 20 minute overlap with this course)

Ethics for Government Accountants, 1 hour (about 10 minute overlap with this course)



My other courses

The business version Practical Tips for Not-
For-Profit Leaders

Practical Tips for Controllers & CFOs, 8 hours, over
11,000 seller

The government accountants’ version:

Practical Tips for Government Accountants, 6 hours



My other courses

Practical Financial Negotiation Tips 4 hours

Ten Practical Topics for Financial Leaders, 4
hours

Practical Work Smarts for All, 2 hours

Practical Tips To Get Through a Cash Crisis, 2.5
hours



More

Practical Tips to Improve Your Internal Financial Reporting 1.5 hours

Elevate Your Career With More Strategic Thinking, 2 hours



More

Contract Review Tips for Accountants 1 hour
Practical Foreign Exchange Management, 1 hour

Sharpen Your Business Loan Negotiating Skills, 2 hours



Note

® For full course information in English, see
www.practicalpd.com



http://www.practicalpd.com/

Closing comments

Thanks for listening

Email me to pick my brain or give me feedback or to get
the fully completed slides spriddle@bell.net

Do LinkedIn with me if you want

Remember the quiz to prove completion

PRACTIC AL
PJ



mailto:spriddle@bell.net
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