
YOU Are Closer to Being



Imagine this: You wake up one morning to screaming head-
lines in your local papers – you have been accused of fraud
in connection with construction work performed by your
company. As the CFM, you have been indicted by a federal
grand jury on numerous charges, including conspiracy and
mail fraud. If convicted, you could face more than 30 years in
prison, a fine in excess of $1 million, or both. 

The real life story that follows concluded not long ago in fed-
eral court. For the sake of anonymity, individual and company
names have been replaced with general descriptions.

Why have I chosen to share such a deeply personal experi-
ence? So that my story can serve as a “heads up” for my fel-
low CFMs to help them recognize their very real exposure to
prosecution.

CFMs are vulnerable because of their level of responsibility,
their understanding of company operations, and the knowl-
edge they are expected to have about the actions of other
management personnel. And, here’s some extraordinary news: 

You do not even need to be actively involved 

in a fraud to be indicted.

All federal prosecutors need to obtain a grand jury indictment
is one witness who states that you knew of a fraudulent activ-
ity and, in some small way, allowed that activity to continue. 

Armed with this knowledge of vulnerability, I sincerely hope
my colleagues can take the necessary steps to avoid the
criminal prosecution that befell this unsuspecting author. 

Background

This story begins over 10 years ago on a construction jobsite
where our company was performing large-scale renovation
work for a commercial customer. The extensive renovations
were on a T&M basis and the job’s scope continued to expand
over several years.

In addition, the customer’s budgetary controls were not very
tight, it was understaffed to handle the large volume of work,
and the job was schedule-driven. 
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The customer’s manager, who was overseeing the renovation
work, approached our job foreman and asked him how they
could jointly reward themselves for the difficult work they
were performing for their respective companies. 

Our foreman, whom I considered to be a good and honest
man, was not initially interested in profiting from helping the
customer’s manager. However, from the eventual trial testi-
mony years later, I learned that our foreman did suggest
padding a few hours on the T&M tickets to benefit the cus-
tomer’s manager. 

Being the good foreman that he was, he brought his idea to the
attention of our project manager, who in turn discussed it with
our president. For whatever reason – possibly because it was
not anticipated to amount to much, or because our folks want-
ed to help the manager, or because it wasn’t going to cost our
company any money, or because the president did not want to
risk losing this customer’s business – the idea was approved. I
never did find out the rationale behind the decision.

The Overbilling

The overbilling system was not a sophisticated one. In fact, it
was quite simple. The job foreman would occasionally add a
few hours to the T&M tickets, the customer’s manager would
approve them, our accounting staff would unknowingly bill
the inflated hours, and the customer would unknowingly pay
the inflated invoice. 

Early on, during my company’s internal investigation, our out-
side legal counsel informed the customer and its large internal
audit department that it had been overbilled for a number of
years. Yet, despite the intensive efforts of the customer’s inter-
nal audit department to uncover the overbillings, they were
never found.

Similarly, our accounting department did not detect the over-
billings. Here are some reasons why:

1) The amount of overbillings, even though they totaled
more than $100,000 over a long period of time, was 
relatively insignificant when compared to the total 
T&M billings to the customer.

2) All billings were prepared based on the T&M tickets
completed in the field by our job foreman and approved 
in writing by the customer’s manager.

3) The voluminous T&M work was broken down and 
billed separately according to numerous cost codes 

and authorization numbers, resulting in 40-50 separate
T&M invoices issued to the customer each month. 

4) We had a very small staff that barely had time to pre-
pare the invoices, let alone check them against our 
payroll records. In fact, it took one staff accountant
approximately one week to prepare the numerous
billings for each cycle.

5) From my perspective, the profit margin on the job,
while slightly higher than projected, was in line with
the allowable markups on labor, materials, equipment,
and subcontractor costs. 

Because I manage by exception, and this job appeared

to be in good shape, my limited time was devoted to
scrutinizing other jobs that were struggling or already
over budget.

The Kickbacks

So, now let’s review how the overbillings were converted into
money for the customer’s manager. Unfortunately, it was not
that difficult. Over several years, he merely asked the job
foreman or project manager to help him buy gifts for his fam-
ily, fund vacations, pay for other personal expenses, and make
improvements to his home. 

THE BUSINESS ENTERTAINMENT EXPENSES

The business entertainment expenses were approved by our
company’s executives to whom our project manager reported.
These expenses were properly recorded as 50% deductible for
company tax purposes.

THE HOME IMPROVEMENT EXPENSES

The home improvement expenses were not known to our
accounting department. As we discovered later, at the direc-
tion of the customer’s manager, our foreman and a small crew
of workers performed work at the customer’s residence, mostly
on company time.

The customer’s manager merely told the foreman to record
the labor and material costs on the weekly T&M tickets as
though the work had been done on the company’s premises.
Thus, the customer’s company was unknowingly paying for
the work performed at its manager’s residence.

The Federal Investigation & Assignment 
of Outside Counsel

Once I learned that our customer was being investigated by
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the Justice Department and that its investigation could extend
to our company, I talked to our president and owner and rec-
ommended that we involve outside corporate counsel. They
immediately agreed.

Our outside corporate counsel selected an experienced crim-
inal defense attorney to head the defense effort for the cor-
poration and the chairman of the company. Separate legal
counsel were also selected and assigned to the president,
project manager, superintendent, job foreman, and other
management and accounting staff personnel, including me.

This ensured that all relevant employees were provid-
ed expert legal guidance, that they understood their
legal rights, and that they properly responded to
requests for information or interviews made by the
Justice Department, the IRS Criminal Division, and
the U.S Postal Inspector’s Office.

My attorney maintained a CPA license and had pre-
viously served as an assistant U.S. Attorney prose-
cuting federal criminal cases. Thus, he had an excel-

lent accounting and tax background, as well as years of
courtroom experience on the government’s side. 

In addition, my attorney had several special qualities
that I discovered during our years of

working together. He was a deeply religious
person who was passionate about his criminal
defense work. In his collegiate years, he was a
decent athlete who liked to compete. These
key attributes would serve both of us well.

Compliance with Government
Subpoenas

Over the next year and a half, the Justice 
Department served our company numerous

subpoenas, which required us to pull thou-
sands of documents from our files.

These records included A/P and job cost records, A/R invoic-
es, cash receipts, payroll time sheets, expense reports, per-
sonnel files, cancelled checks, detailed general ledgers,
financial statements, supporting schedules, journal entries,
and all notes. Also, all e-mail records and computer hard
drives were turned over to the government through corporate
legal counsel.

From all outward appearances, the company continued to
operate normally. However, behind the scenes, our small
accounting group struggled under the increased workload of
complying with the numerous document requests. 

As the subpoenas continued, something ominous occurred.
Other than helping our staff locate requested documents, I
was excluded from any conversations, communications, and
company discussions relating to the fraud investigation. All
such discussions and decisions were handled by the owner
and outside legal counsel. 

The Civil Settlement with the 
Defrauded Company

Several years before the government sought its criminal in-
dictment against me, our owner, with the help of his defense
counsel, negotiated an out-of-court settlement that avoided
formal litigation by the defrauded company.

In essence, the settle-
ment agreement called

for our company to pay
the defrauded company

several hundred thousand
dollars in exchange for the opportunity to

work for them again. 

While at first glance this agreement appeared expensive, it
eliminated a potentially lengthy and costly civil lawsuit and,
more importantly, the adverse publicity that would accom-
pany such litigation. 

More importantly, it allowed our company to declare to the
outside world that the earlier fraud problem with our cus-
tomer was not that serious. After all, our company had even
returned to work for them.

From a public relations standpoint, the agreement was quite
advantageous. However, it did nothing to affect the criminal
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investigation by the federal government. The Justice Depart-
ment continued to diligently pursue its case.

The Impending Grand Jury Indictment

A grand jury is composed of 23 jurors who convene in secret
for a limited time each month to review evidence presented by
federal prosecutors and to hear testimony from government
witnesses in various criminal cases. 

Under our federal justice system, the U.S. Attorney only had
to convince a grand jury that there was “probable cause” that
I had aided or abetted a criminal act in order to issue an indict-
ment against me. I did not even have to personally benefit
from the scheme! 

Proving the government’s case “beyond a reasonable doubt” –
a much higher standard of proof – was not required at this
point. Unfortunately, the grand jury heard only the govern-
ment’s side of the story from its coached witnesses, many of
whom pleaded guilty or were given immunity from prosecu-
tion despite their involvement in the scheme. The grand jury
did not, nor does it ever, see any evidence or hear any testi-
mony from the defendant’s perspective. 

When I questioned my attorney about whether or not a grand
jury could reach a fair decision, he told me that a grand jury
was often merely a rubber stamp for the federal prosecutor.
His words were not very consoling: I felt as if the deck was
stacked against me and every other criminal defendant the
federal government chose to prosecute.

About 10 years after the fateful conversation between our job
foreman and the customer’s manager, it became evident that
the federal government was going forward with its threatened
indictment against me.Why? Because they hoped I would
plead guilty and testify against my superiors.

They notified my defense counsel about two weeks before
pressing charges. I learned about the forthcoming indictment
when my attorney asked to me to lunch. As I learned later, he
wanted to give me the bad news in person, not over the phone.

I remember the luncheon meeting as if it were yesterday. As
soon as he told me the devastating news, I completely lost
my appetite. I realized that this was going to be the most em-
barrassing and humiliating experience of my life – not just for
me, but also for my family. 

Over the next few days, I withdrew from the world. I became
quiet and reclusive. I avoided people and was in deep denial; I
truly thought my friends and colleagues would not hear about
the case or see the newspaper stories that were soon to appear.

I also became despondent and lethargic. Instead of exercising
every day, I lost all of my energy and didn’t do much of any-
thing. Even my eating habits changed, as I turned to junk food.

After a week of acting and feeling like this, I began to realize
that if I continued to allow this case to change me for the
worse, then I had already lost!

Moving Toward the Problem

Because of my background in playing and coaching several
competitive sports, I decided to move toward the problem,
not away from it, by doing three very important things. 

PERSONAL COMMUNICATION

My Friends

First, I made a list of my closest friends and business associ-
ates and, over the next four days, personally called all of
them to explain why they were going to see my name in our
local newspapers. Specifically, they would learn that I was
being criminally charged by the federal government as a par-
ticipant in a fraud/kickback scheme with one of my company’s
customers. 

I wanted them to hear the news from me first, not through
some newspaper. Everyone I spoke to was very kind and
appreciated the call. Like me, they could not believe this was
actually happening. I only hoped that behind their supportive
words they were not thinking I was a good person who had
turned bad.

The grand jury DID NOT, nor does it ever, SEE any EVIDENCE or hear
any TESTIMONY from the defendant’s perspective.
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My Family

I talked face-to-face with each family member, starting with
my wife, then my children, parents, and in-laws, and explained
my dilemma. Although we had previously talked about the
possibility of being indicted, sitting down and telling my wife
that my worst fears had come to pass was very difficult. Our
lives were going to change, possibly per-
manently, and not for the better. 

Our reputations and character were going
to be questioned by many. There would be
people we considered friends who would
avoid us or, worse yet, gossip to others that
I was guilty because of what they heard
from others or read in the newspapers. 

Many disheartening experiences awaited us.
The stress on my family, especially my wife,
would be much greater than on me. As a
homemaker, she would be in contact every
day with others in our community, church,
and schools. 

She would be the one our children would
confide in about what they had endured
each day. Yet, she had done absolutely noth-
ing to deserve this experience; she didn’t work for the company
– I did. 

The most difficult talks for me were the ones I had with my
three children – one in college, one in high school, and one
in elementary school. Everything I had tried to teach them,
either by word or by example, especially to always work hard
and to be honest in everything they did, could now be seri-
ously questioned. 

As it turned out, my children were very understanding, sup-
portive, and kind. They brought tears to my eyes when they
said they trusted me to always do the right thing, and that they
would not let the nasty comments of others affect them. 

The saddest feeling, though, was knowing my kids would be
ridiculed because of my alleged actions, and that I could not be
there to defend them. As a parent, not being able to help my
children was one of the worst feelings I have ever experienced.

UNLOADING THE STRESS ONTO PAPER

Here’s the second thing I did: Late each evening after everyone

else had gone to bed, I sat in a comfortable, old rocking chair
and wrote down what happened each day, cataloguing my
feelings of bitterness, frustration, sadness, and helplessness. 

I also transcribed the bad things that had happened to my fam-
ily as a result of my indictment, in addition to what ideas or
possible evidence might help my legal defense. 

The intended benefit was to capture the
experiences and events in real time without
knowing the outcome of the case, rather
than trying to recollect them months or
years later – and have my thoughts tainted
by the verdict. And, if a verbal communica-
tion or event came into question sometime
in the future, I would have an accurate
record of what was said or done.

The unintended benefit of putting my feel-
ings and experiences on paper proved to be
even more valuable. After several months, I
discovered that unloading my thoughts and
emotions this way actually helped relieve
my feelings of anger, stupidity, and sorrow.
Putting my thoughts on paper helped get
them off my mind so I could start with a

clean slate the next day. 

THE POWER OF PRAYER

The third thing that I did was what most people do when
faced with serious adversity: I prayed. And, as I would come
to know, many others also prayed for me. Having the prayer-
ful support of others proved to be very powerful. 

Prayer had a calming and peaceful effect on what I thought and
how I thought. It did not allow me to look back and lament
about my misfortune. Prayer only permitted me to look for-
ward, appreciate my faith, my family, my friends, and my health
– all the important things in life that money could not buy.

Some days I prayed more than others; but, every night, I
knelt beside my bed and silently prayed like I had never
prayed before. I concluded my evenings by reading a prayer
sent to me by a friend: the Prayer of Saint Jude, the patron
saint of hopeless cases.

The Federal Government’s Charges

As expected, the grand jury issued a criminal indictment
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against me. What I didn’t expect was a document more than
12 pages long that included numerous charges. During the
trial preparation process, I learned that the government only
had to convince a jury that I was guilty of one of these charges
to achieve a guilty verdict. The most intimidating aspect of
the indictment was on the very first page. The heading read,
“United States of America v. CFM.” It made me feel as if the
whole country was against me; I felt betrayed.

Arraignment, Bond & Travel 
Restrictions 

ARRAIGNMENT

My arraignment took place in the federal courthouse about a
month after my indictment was issued. The U.S. Magistrate
Judge, who presided solely over arraignment hearings, arrived
late. 

The government was represented by the Assistant U.S.
Attorney who was prosecuting the case and a representative
from the IRS Criminal Investigation Division. During my 10-
minute arraignment, the judge asked several brief questions,
which my attorney answered. One of the final questions was
how I, the defendant, was pleading to the government’s charges.
My attorney forcefully responded with, “Not Guilty!”

BOND & TRAVEL RESTRICTIONS

The government agreed to a personal recognizance bond of
less than $100,000. At this time, I discovered I could not travel
outside the jurisdiction of the district federal court without the
court’s written permission. My travel was limited to an area
roughly 75 miles north, south, east, and west. 

For someone who had always thought a defendant was pre-
sumed innocent until proven guilty, I felt as if I had already
been found “Guilty.” 

As we were leaving the back of the courtroom, something inter-
esting happened. The federal prosecutor told my attorney that

he would like our help with this case and that he would need
an answer from us within the next few weeks. 

Decoded, this meant that the Assistant U.S. Attorney wanted
to discuss the possibility that I would testify against other com-
pany executives.

The U.S. Marshall’s Office

After leaving the courtroom, my lawyer and I walked to the U.S.
Marshall’s office in another building. My lawyer and the IRS
Criminal Investigation Division agent stayed in a waiting room,
while I was escorted into a small interview room.

It felt like a cross between a doctor’s examining room and a
jail cell, having a tile floor, a sink, and laminated cabinets on
one side. There, the U.S. Marshall’s representative asked a lot
of personal background questions and entered my answers
into a database. 

There were many questions about my family members and
how they could be reached. (I assumed this information
would help the U.S. Marshall’s office track me down should I
skip bond.) 

When the questioning began, I was told to sit in a chair in a far
corner of the room while the U.S. Marshall’s representative
stood at his computer about 10 feet away. (It felt as if I had to
be kept at a safe distance from him.) 

After the first couple of questions, I asked him if I could stand
near his computer and watch how he entered the information
as I answered his questions. Surprisingly, he said, “Okay.”

I made that request for two reasons. First, I am genuinely
interested in learning new things. But, more importantly, I
was not going to allow this “processing” to make me feel like
a criminal. And, sitting there “detached” in a corner of the
room where many a criminal has sat before, was making me
feel just that!

For someone who had always thought
a DEFENDANT was presumed INNOCENT

until proven guilty,
I FELT as if I had already been found “GUILTY.”
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About midway through the questioning, I asked if I was obli-
gated to answer every question. He told me that if I didn’t coop-
erate, the U.S. Marshall’s office could request a hearing in front
of a judge and ultimately compel me to answer the questions.

When it was time for my photo, I had to go back to the corner
chair on the far side of the room. I made sure I smiled for the
mug shot so that if it was printed in the paper, I would look like
the friendly guy that I am, and not a common criminal. When
I saw the final picture, it appeared as though they
altered it to put a scowl on my face.

This processing by the U.S. Marshall’s office
took about 45 minutes. When we were fin-
ished, I asked my attorney why the IRS
agent was there. I learned that he wanted
an extra set of my fingerprints for his
department’s records. 

The Office of Pretrial
Services

The last stop for processing was
Pretrial Services, which was like a fed-
eral probation office. This time, I was
escorted into a conference room and sat
across the table from a middle-aged
woman. 

She was cordial and asked me virtually the
same questions I had just answered at the U.S.
Marshall’s office. At the conclusion of her questioning,
which lasted about 15 minutes, she photographed me with an
older digital camera that used a floppy disk.

As I was leaving the Pretrial Services office, I couldn’t help but
wonder how much taxpayer money could have been saved by
merely having the U.S. Marshall’s office share the information
I had provided earlier that morning with Pretrial Services! 

Over the next few weeks, my attorney maintained a dialogue
with the Assistant U.S. Attorney regarding his request for my
assistance. But, nothing ever developed because I was unwill-
ing to plead guilty to any of the government’s charges.

Ultimately, the Assistant U.S. Attorney granted immunity to
our job foreman and agreed to a nominal guilty plea from our
project manager in return for their cooperation.

As the Justice Department personnel continued their prose-
cutions up the company ladder, they were not going to offer
me anything less than the project manager’s deal, which in-
cluded a guilty plea.

The Corporate Plea Agreement

Next I learned that, in criminal cases where the stakes are
high, fellow executives have only one overriding concern –

their own self-preservation. Unbeknownst to either
me or my attorney, the company owner had

negotiated a corporate plea agreement with
the Justice Department. 

The corporation agreed to plead guilty to
several counts of conspiracy and mail

fraud, and to pay a fine of more than
$250,000. 

In return, the federal government
agreed not to prosecute the owner or
president of the company. I couldn’t
believe it! The very same individuals
the government had in its prosecuto-
rial sights just a year ago were now
off the hook.

The newspaper accounts of this guilty
corporate plea made it appear as though

the federal government had chalked up
another major victory in a significant white-

collar criminal case. 

As I was to discover later, the company owner had included
the president in the deal that dropped the charges, but made
absolutely no effort to include me, his CFM, in the negotiated
plea agreement. 

It struck me as ironic and pathetic that the two individuals
who approved the fraudulent scheme, per the testimony of the
government’s own witness, would not be prosecuted. While
their deal was possible only because I chose not to testify
against them, I was the one left to hang. 

SOME CONSEQUENCES

During my years in construction financial management, I have
always given our banks advance notice of any potentially neg-
ative information that could significantly affect our creditwor-
thiness (less than stellar earnings, critical risk management
exposures, etc.). 
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So, our bank’s credit personnel felt blindsided, as did my
attorney and I, when the story about the corporate plea
agreement appeared in the newspaper. They were very
upset that such negative information had been withheld, and
gave the company a matter of weeks to find a new bank for
our banking services.

It took me several weeks, but I was able to salvage what was
left of this relationship. More importantly, I was able to con-
vince the bank to keep our accounts so that I did not have to
search the marketplace at the worst possible time to find
banking services at a reasonable price.

The moral of this part of the story? First, always stay in open
and honest communication with credit providers, especially
when times are bad. Second, criminal action against a com-
pany, or its officials, can have a serious impact on financial
operations. And, finally, the additional work that results will
most likely be placed squarely on the shoulders of the CFM!

My Two Misconceptions about the Federal
Justice System

There were two misconceptions that I held about the federal
justice system that I would like to share with you.

This belief is dead wrong. If the government thinks it can
prove you helped perpetuate a fraud, even indirectly, then
you can be indicted by a grand jury.

Ultimately, the government will prosecute those who bene-
fited most from the fraud – but, you will also be caught if you
had any involvement in the misguided activity. If you signed
checks, approved expense reports, or performed the other
customary duties of a CFM (and had knowledge of a fraud),
then you are fair game. In fact, you are a desired target
because CFMs can usually be persuaded to help the govern-
ment’s case. 

The government normally builds its case in a systematic way
by charging the people at the bottom of the food chain and
then working its way up the corporate ladder. Prosecutors
wield considerable power and can exert enormous pressure,
especially on financial people, to cooperate in return for a

lesser sentence (presuming the financial people were not the
primary perpetrators of the fraud). 

Federal prosecutors know financial professionals generally fol-
low the decisions of executive management. Therefore, pros-
ecutors are accustomed to persuading (if not bullying) CFMs
to become government witnesses and testify against other
company officials. If you refuse, you will likely find yourself in
the crosshairs of the government’s prosecution – as I did.

Or stated another way, those who had the least to do with a
crime will receive the lightest penalty. Wrong again! I think
you’ll be as surprised as I was by the following information:
Your sentence will usually be shorter if you plead “guilty” and
make it easier for the government than if you plead “not
guilty” and make the government go to trial and prove its
case beyond a reasonable doubt. It’s a sad fact, but true.
Unfortunately, there can be serious consequences to pursu-
ing your constitutional right to a fair trial.

Another critical factor in determining the length of your sen-
tence is how quickly and how well you cooperate with the gov-
ernment. The more people you help the prosecutor bring
down with your testimony, the lighter your fine and jail time. 

Thus, there is significant motivation for a guilty person to im-
plicate others who may not have been involved, assuming the
guilty person is trying to win favor with the government. Also,
if you delay your decision to plead guilty and cooperate, you
run the risk of other potential defendants in the case negotiat-
ing a deal with the government, leaving you holding the bag.

The Outcome of My Trial

To make a long story short, let me just state the following
about my trial: It took the federal government almost two
years from the grand jury indictment to prepare for my trial,
and over two weeks to prosecute it. But, it took the jury less
than two hours to reach a verdict of “Not Guilty” on all counts.

For this outcome, I will always remain grateful, especially to all
those who helped me through this challenging chapter in my
life, and whose support continues to be appreciated beyond
words.

Misconception #2: The people who reaped the most
benefit from a fraud will receive the harshest sentence.

Misconception #1: You have to personally benefit 
from a fraud to be charged with a crime.
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THE COST OF MY TRIAL

In pure dollars – including the imaging and database manage-
ment of all possible trial documents, courtroom presentations,
transcripts of testimony, expert witness expenses, legal
research, and attorneys fees – the defense cost for this trial
exceeded $300,000 during the time it took the government
to develop and prosecute its case.

A criminal defendant pays a much higher price than just the
money for his or her defense, and the fines and jail time
exacted by the judicial system if found guilty. The cost of
destroying one’s life and that of every family member cannot
be calculated – and should never be calculated.

Your life, family, friends, and health are in an asset class far
higher than money – I have come to learn that they are truly
priceless.

Lessons Learned

As the CFM, you have an obligation to determine if there is
a problem and take corrective action if needed. If you do
not, then your passive attitude could make you look like you
were part of the problem and a co-conspirator subject to
prosecution.

As CFMs, we must recognize that the industry we serve is
fraught with temptations for individuals to skirt the law. That’s
because it’s easy to help a customer, a subcontractor, a vendor,
or even a fellow employee with a problem (especially if it deals
with a residence or other real estate). To protect yourself and

those you love, you must know where such “help” crosses the
line and becomes a criminal act. 

If company employees perform significant design, roofing,
electrical, plumbing, HVAC, drywall, carpeting, painting, or
other work for someone and charge such costs to another
job, serious trouble could be just around the corner. 

In many cases, the CFM is intentionally not informed of the
“favors” provided to others by executive management. That’s
because CFMs tend to nix such favors when they have the
authority to do so. 

Do not be afraid to be the policeman in your company. Do not
“go along with the gang” when you know it is wrong. Use your
internal or outside legal counsel for assistance. But, if you don’t
even know there’s a problem, how do you protect yourself
against it? That leads to the next lesson learned. 

This may sound easy, but there are many gray areas where a
liberal interpretation of a policy, or bending a rule for a per-
ceived good intention, appears harmless. 

Do not fall prey to the thought that you are only going to make
an exception just this one time. The key is never to take short
cuts because they easily become habit-forming, and then the
slide becomes very slippery, very fast.

In my trial, we were able to present evidence and witness testi-
mony that proved my accounting staff and I did the right thing
when our company was overpaid by other customers during

Lesson #2: Strive to do the right thing 
in your job, as well as in your personal life, 

even when no one is looking.
Lesson #1: When you hear rumblings of a potentially
unethical or fraudulent activity, you owe it to yourself,

your family, and your company to investigate it.

The cost of DESTROYING ONE’S LIFE and that of 
every family member CANNOT be CALCULATED –

and SHOULD NEVER be CALCULATED.
Your life, family, friends, and health are in an ASSET CLASS

FAR HIGHER than MONEY. . .
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the same time period as the overbilling/kickback scheme. We
were able to show numerous examples where overpayments,
some as high as $40,000, were immediately returned to cus-
tomers before they even became aware of their errors. 

I have always maintained a policy of immediately notifying and
returning overpayments to customers because it creates long-
term goodwill and credibility for our accounting department
and the company. Most importantly, returning overpayments
immediately to a customer is simply the right thing to do. If
you had unknowingly overpaid a supplier, wouldn’t you want
the supplier to do the same for you?

If we make a commitment to the golden rule of treating others
as we would like to be treated, doing the right thing is easy.
It may also be your only defense. Hopefully, a reasonable
jury will have a difficult time believing you were part of a
fraudulent scheme because you consistently took the high
road in other matters. 

When it comes to testifying under oath, and fellow company
officials must choose between themselves and you – or them-
selves and the truth – you and the truth will usually lose!

Much has been written about how controllers, CFOs, and
CFMs have become valuable partners and key players within
their companies. I think many CFMs believe that to be an
effective team player, they are expected to be flexible in their
thinking and support all executive decisions carte blanche.

However, we must remember that as CFMs, we often serve as
the “conscience” of our organizations. If despite your best
efforts, executive management chooses to follow the wrong
path, you are probably working for
the wrong company and should
start looking to apply your talents
elsewhere. 

I tended to trust others and take them at face value because
I believed that most people were inherently good. My wife

said that I was being naïve. After this experience, I think she
was right. 

Not everyone was or is worthy of my trust. Now I try, in a
respectful way, to be more discerning and make others earn
my trust every day. People can and do change.

Because we all take pride in working hard and earning our
successes, we consciously or unconsciously place an undue
emphasis on our work life.

Our work is very important, but when we continuously work
long hours and allow our jobs to become the focal point of our
lives, we can become mentally weak and vulnerable, allowing
others to unduly influence our thinking. 

This creates a tendency to not question decisions or actions
that should be questioned, often because we don’t want to
jeopardize our hard-earned positions or careers. In order to
prevent this, I have begun to strike a better balance between
my work and family life.

As a result, I have learned to think more authoritatively and
independently at work. I no longer let my job control me.

This is an attitude I should have developed a long time ago.

What Are Your Choices?

If you or your company are involved in a fraudulent activity,
what are the possible roads you can take? 

Lesson #5: Seek a better balance between work 
and the rest of your life.

Lesson #4: Do not “blindly” trust others.

Lesson #3: Business friendships and loyalties 
mean absolutely nothing when others are confronted

with legal survival.
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• Do nothing and hope that the fraud never

comes to the attention of the legal authorities.

This is the path of least resistance, but your
future is left in the hands of others. These may
be people you don’t know (or even worse, peo-
ple you do know) who will sell you out in a
heartbeat to save their own skin. Leaving your
fate to others or to chance can be a dangerous
and punishing option.

• If the fraud becomes known to the authori-

ties, you can plead guilty and testify against

others in your company. 

Your career will be shot, some of your friends
and family will disown you, and you will be
ruined financially. Even if you don’t serve jail
time, it will be very difficult to obtain meaning-
ful employment with a criminal record.

• If the fraud becomes known to the authori-

ties, you can fight the charges.

If you lose, the penalties (fine and jail time) are
far worse than if you had pled guilty. It is a huge
risk. And, even if you do prevail (and only 1%
of all federal defendants do), there will still be
consequences.

Your reputation will be tarnished, you could face
financial ruin, and your marriage and family
could be torn apart. In all likelihood, your life
span will be shortened due to stress. So, you
lose even if you win.

• Do the right thing and immediately bring the

fraudulent activity to the attention of inside

or outside corporate counsel so that correc-

tive action can be taken.

You may be out of a job, but you will not go to
jail. Yes, I’m talking about the possible sacrifice
of your job. However, this turns out to be the
smartest road to take, and the least expensive
when it comes to your family, friends, finances,
health, reputation, and career. 

Some Final Thoughts

I’d like you to know that I harbor no bitterness as a result of

this experience. Now, I try only to look ahead and find ways
to help others. For example, before I became involved in this
criminal case, I would not have known what to say to a peer
who was the subject of criminal prosecution. Maybe I would
have avoided them or said the briefest of hellos, hoping that
no one saw me talking with an accused criminal.

Today, I know what to do. I know to go out of my way to tell
them that I’m glad to see them, that I believe in them, and that
I offer my support. But, I would not stop there. I would peri-
odically call to reiterate my offer of support to them and their
family. 

I would also let them know they were in my prayers. So what
if they are ultimately convicted, rightly or wrongly. The ques-
tion is, “What would you want someone to say or do if the sit-
uation was reversed?” 

I am embarrassed to say that it took this nightmare of an expe-
rience to know how to act toward a fellow CFM facing prose-
cution. Fortunately, I was blessed to have some truly excep-
tional friends who knew exactly what to say and do for me.

Hopefully you, too, have such dedicated and loyal friends. But
then, ideally, you will avoid the construction industry pitfalls
that can expose you to criminal prosecution in the first place.

BP
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