










































 THE INSTITUTE OF CHARTERED ACCOUNTANTS OF ONTARIO 
 THE CHARTERED ACCOUNTANTS ACT, 2010 
 
 

 DISCIPLINE COMMITTEE 
 
 
IN THE MATTER OF: Charges against DAVID GRAHAM HOEY, CA and JOHN ALEXANDER 

WOODCROFT, CA, members of the Institute, under Rule 201.1 of the 
Rules of Professional Conduct, as amended. 

 
TO: Mr. D. Graham Hoey, CA 
 Mr. John A. Woodcroft, CA 
 
AND TO: The Professional Conduct Committee, ICAO 
 

REASONS 
(Decision and Order made September 30, 2010) 

 
 
1. This panel of the Discipline Committee of the Institute of Chartered Accountants of Ontario 
met on September 30, 2010, to hear charges of professional misconduct brought by the 
Professional Conduct Committee against David Graham Hoey, CA and John Alexander Woodcroft, 
CA, members of the Institute. 
  
2. Paul Farley appeared on behalf of the Professional Conduct Committee, accompanied by 
Mr. Jim King, CA, the investigator for the Professional Conduct Committee who was present 
throughout the hearing.  Messrs. Hoey and Woodcroft attended, and were represented by counsel, 
Kellie Seaman.  Robert Peck attended the hearing as counsel to the Discipline Committee. 
 
3. The decision of the panel was made known at the conclusion of the hearing on September 
30, 2010, and the written Decision and Order sent to the parties on October 18, 2010.  These 
reasons, given pursuant to Bylaw 574, contain the charges, the decisions, the orders, and the 
reasons of the panel for its decisions and orders. 
 
PRELIMINARY MATTERS 
 
4. Although the charges against Mr. Hoey and Mr. Woodcroft are not identical, both members 
were employed by Philip Services Corp. (“Philip”), Mr. Hoey as Senior Vice-President, Finance and 
Mr. Woodcroft as Executive Vice-President, Operations.  The charges relate to their actions which 
impacted the financial reporting of Philip. 
 
5. Messrs. Hoey and Woodcroft and the Professional Conduct Committee proposed to proceed 
by way of a joint hearing and submitted an Agreed Statement of Facts for Mr. Hoey (Exhibit #2) and 
Mr. Woodcroft (Exhibit #3).  Paragraph 35(5) of the Chartered Accountants Act, 2010 provides that 
“If two or more proceedings before the Discipline Committee involve the same member or firm or 
the same or similar questions of fact, law or policy, the Committee may, without the consent of the 
parties, combine the proceedings or any part of them or hear the proceedings at the same time.”  
Accordingly, the matters were heard together and these Reasons are for both matters. 
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CHARGES 
 
6. The following charges were laid against Mr. Hoey by the Professional Conduct Committee 
on July 16, 2010: 
 

1. THAT the said Graham Hoey, while employed as Senior Vice-President Finance of Philip 
Services Corp. (“Philip”) in or about the period January 1, 1997 through June 30, 1998, 
failed to maintain the good reputation of the profession and its ability to serve the public 
interest, contrary to Rule 201.1 of the rules of professional conduct, in that he acquiesced in 
filing with the Ontario Securities Commission financial statements of Philip in a final 
Prospectus which did not contain full, true and plain disclosure of: 

 
(i) restructuring charges in the amount of $155.72 million as required under Canadian 

generally accepted accounting principles; and 
 

(ii) a financing arrangement between Philip and CIBC in the amount of $10 million as 
required under Canadian generally accepted accounting principles. 

 
2. THAT the said Graham Hoey, while employed as Senior Vice-President Finance of Philip 

Services Corp. (“Philip”) in or about the period January 1, 1997 through June 30, 1998, 
failed to maintain the good reputation of the profession and its ability to serve the public 
interest, contrary to Rule 201.1 of the rules of professional conduct , in that: 

 
(i) he authorized a journal entry in the books and records of Philip to record a payment 

of approximately $4.7 million made on or about December 17, 1997, pursuant to a 
financing agreement with CCG Inc., as part of capitalized acquisition costs when the 
underlying liability had not been recorded; and 

 
(ii) he instructed Philip staff to record in the books and records of Philip a complex 

financing arrangement with CIBC as a sale of inventory, resulting in an 
overstatement of gross profit in the second quarter of 1997 of $3.2 million. 

 
7. The following charges were laid against Mr. Woodcroft by the Professional Conduct 
Committee on July 16, 2010: 
 

1. THAT the said John Woodcroft while employed as Executive Vice President Operations of 
Philip Services Corp. (“Philip”) on or about November 6, 1997, failed to maintain the good 
reputation of the profession and its ability to serve the public interest, contrary to Rule 201.1 
of the rules of professional conduct, in that he acquiesced in filing with the Ontario 
Securities Commission financial statements of Philip in a final Prospectus which did not 
contain full, true and plain disclosure of: 

 
(i) restructuring charges in the amount of $155.72 million as required under Canadian 

generally accepted accounting principles; 
 

(ii) holding certificates between Philip and certain of its customers in the amount of $31 
million as required under Canadian generally accepted accounting principles; 

 
(iii) approximately $29 million of unrecorded liabilities for invoices issued by a supplier in 
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1996 as required under Canadian generally accepted accounting principles; 
 

(iv) a financing arrangement between Philip and Commodity Capital Group Metals Inc. 
in the amount of $30.222 million as required under Canadian generally accepted 
accounting principles;  

 
(v) a financing arrangement between Philip and CIBC in the amount of $10 million as 

required under Canadian generally accepted accounting principles; and 
 

(vi) a promissory note due from Robert Waxman in the amount of $10 million as 
required under Canadian generally accepted accounting principles. 

 
2. THAT the said John Woodcroft while employed as Executive Vice President Operations of 

Philip Services Corp. (“Philip”) in or about the period January 1, 1997 through June 30, 
1998, failed to maintain the good reputation of the profession and its ability to serve the 
public interest, contrary to Rule 201.1 of the rules of professional conduct, in that: 

 
(i) on or about August 19, 1997 he approved for payment an invoice from CCG Inc., 

knowing that this obligated Philip to repurchase inventory as part of a financing 
arrangement, which resulted in an overstatement of revenue and an understatement 
of liabilities in the Philip financial statements for the year ended December 31, 1997 
in the amount of approximately $25.225 million. 

 
PLEA 
 
8. Mr. Hoey entered a plea of guilty to the charges.  Mr. Woodcroft entered a plea of guilty to 
the charges. 
 
EVIDENCE 
 
9. An Agreed Statement of Facts was filed with respect to Mr. Hoey (Exhibit 2) and to Mr. 
Woodcroft (Exhibit 3).  Both Agreed Statements of Facts (Agreed Statements) referred to a 
Settlement Agreement between the members and the Ontario Securities Commission dated 
February 28, 2006, which was included in a Document Brief (Exhibit 4).  The Agreed Statements 
both say: “It is agreed that the Settlement Agreement in the Document Brief contains an accurate 
recital of the facts stated therein”. None of the parties called or filed any other evidence. 
 
10. Mr. Farley reviewed the Agreed Statements and the Settlement Agreement, using the latter 
as a “road map”.  The parties then withdrew and the panel reviewed the evidence.  When the 
hearing resumed, Ms. Seaman said she would not call evidence.  Thereafter, Mr. Farley made 
submissions and the panel deliberated.   
 
THE RELEVANT FACTS 
 
11. The Agreed Statements and Settlement Agreement set out the facts in full.  The panel 
summarizes the most pertinent facts, as it finds them to be, in paragraphs 12 to 57 below. 
 
12. Philip Services Corp. (“Philip”) was a reporting issuer in Ontario, British Colombia, Quebec, 
Saskatchewan, Nova Scotia and Newfoundland.  Its shares were listed for trading on the Toronto 
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Stock Exchange, the Montreal Stock Exchange and the New York Stock Exchange.  Mr. Hoey was 
the Senior Vice-President, Finance of Philip in the period January 1997 through June 1998.  Mr. 
Woodcroft was the Executive Vice-President, Operations of Philip, during the period January 1997 
through February 1998. 
 
13. On November 6, 1997 Philip made a public offering of 20 million common shares and raised 
$364 million.  In connection with this offering Philip filed a prospectus which included audited 
financial statements for the company for the years December 31, 1996 and December 31, 1995, 
and unaudited statements for the periods ended June 30, 1997 and June 30, 1996. 
 
Charge 1  
 
14. On or about November, 1997, Messrs. Hoey and Woodcroft acquiesced in filing with the 
Ontario Securities Commission (OSC) financial statements of Philip in a final prospectus which did 
not contain full disclosure of restructuring charges identified by Philip as early as September 1997 
in the amount of $155.72 million.  
 
15. On September 26, 1997 Philip filed the preliminary prospectus with the OSC which did not 
include the restructuring charge. 
 
16. The final restructuring charge taken by two operating divisions of Philip, ISG and the Metals 
Group, amounted to $155.72 million. 
 
Charge 1(i) - Hoey 
 
17. Prior to filing the prospectus on November 6, 1997, Mr. Hoey and others participated in the 
Q2 review of Philip’s financial results which, amongst other things, considered the quantum of 
restructuring charge that would be appropriate. By September 9, 1997 Mr. Hoey was made aware 
of an estimated restructuring charge of $194 million. 
 
18. While Mr. Hoey and others had discussions with the auditor (“Deloitte”) about the 
restructuring charge, Deloitte was not provided with schedules prepared by Philip management 
indicating a potential charge of $194 million. Deloitte was told no decision had been made as to 
whether to take a charge. 
 
19. A spreadsheet dated November 28, 1997, was given to Mr. Hoey after the final prospectus 
was filed on November 6, 1997, which calculated the restructuring charge for the Metals Group in 
the amount of $201.599 million.  
 
20. On December 2, 1997 Mr. Hoey met with others to discuss a list of charges totaling $267 
million. On December 22, 1997 Mr. Hoey and others attended a meeting with Deloitte to discuss the 
restructuring charge in general terms but did not provide supporting detail. 
 
Charge 1(i) - Woodcroft 
 
21. On November 6, 1997, Mr. Woodcroft acquiesced in filing with the OSC financial statements 
of Philip in a final prospectus which did not contain full disclosure of the required restructuring 
charges. 
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22. By December 23, 1997 Mr. Woodcroft was aware that the Metals Group required a 
restructuring charge of at least $150 million. 
 
Charge 1(ii) – Hoey 
 
23. On or about November 6, 1997, Mr. Hoey acquiesced in filing with the OSC financial 
statements of Philip in a final prospectus which did not contain full disclosure of a financing 
arrangement between Philip and CIBC in the amount of $10 million (“the Bank Agreements”) This 
arrangement is made up of the purchase, sales agency and processing agreements and the swap 
agreement, all finalized on June 27, 1997.  

 
24. The Bank Agreements were finalized on June 27, 1997 and signed by Mr. Hoey and others 
on behalf of Philip. While the Bank Agreement purported to describe the purchase (by a special 
purpose trust vehicle of the CIBC) and sale by Philip of copper inventory, Philip retained possession 
of the copper and all risks of ownership remained with Philip. 

 
25. The CIBC, on October 21, 1997, alerted Philip to the possibility that the auditors may view 
the transactions as a “…pure financing transaction which could violate its off balance sheet 
treatment…”  

 
26. Mr. Hoey gave instructions to record the transaction as a sale and not a financing 
arrangement thereby overstating gross profit in Q2 of 1997 in the amount of $3.2 million.  
 
27. The transaction should have been recorded as a financing transaction and that the 
inappropriate accounting treatment resulted in misleading financial statements contained in the final 
prospectus filed November 6, 1997. 

 
Charge 1(ii) - Woodcroft 
 
28. On or about November 6, 1997 Mr. Woodcroft failed to ensure disclosure in the financial 
statements of Philip, filed with the final prospectus, holding certificates between Philip and 
customers in the amount of $31 million. 
 
29. At various times Philip financed operations through holding certificates which signified that 
inventory was being held by Philip but was the property of the customer. This inventory would be 
sold and repurchased but would never move. Philip was liable to repurchase the inventory. 
  
30. The liability of Philip to repurchase this inventory was not recorded. 
 
31. These transactions involving holding certificates should have been recorded as financing 
arrangements and not sales of inventory. 
 
32. Mr. Woodcroft failed to ensure that Philip filed financial statements in the prospectus that 
contained full, true and plain disclosure of holding certificates in the amount of approximately $31 
million. 
 
Charge 1(iii) - Woodcroft 
 
33. On or about November 6, 1997 Mr. Woodcroft failed to ensure disclosure in the financial 
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statements of Philip filed with the final prospectus, $29 million of unrecorded liabilities for invoices 
issued by a supplier, Pechiney. 
 
34. In summary, Philip accounting staff reversed a number of invoices for the purchase of 
copper inventory from a supplier thereby understating the cost of sales and liabilities for 1996. In 
1997 they reversed the 1996 reversal and paid the $29 million due. This resulted in the 
understatement of cost of sales and liabilities for 1996 and an overstatement of cost of sales for 
1997. 
 
35. Because the purchases and repayments involving this supplier were not properly recorded 
in the financial statements for the year ended December 1996 and for the quarters ended March 
and June, 1997, these financial statements were misleading and inaccurate. 
 
Charge 1(iv) - Woodcroft 
 
36. Commodity Capital Group Metals Inc. (“CCG”) in 1997 had entered into a financing 
transaction with Philip and had provided $31 million in two transactions. 
 
37. In the first transaction on August 19, 1997 Philip purported to sell inventory to CCG for 
$26.55 million. On August 19, 1997 CCG invoiced Philip for the same quantity of inventory at the 
same price obligating Philip to repurchase the inventory on November 19, 1997. 
 
38. In the second transaction on September 16, 1997 Philip purported to sell inventory to CCG 
for $4.752 million. On the same day CCG invoiced Philip for the sale to Philip of the same quantity 
of inventory at the same price due December 17, 1997. 
 
39. On December 17, 1997 Philip repurchased the inventory from CCG for $4.7 million. The 
payment was inappropriately capitalized by charging it to acquisition costs because the underlying 
liability had not been recorded. 
 
40. Mr. Woodcroft was aware of these two transactions which amounted to financing 
arrangements between Philip and CCG Inc. in the amount of approximately $30 million. 
 
41. On November 6, 1997 Mr. Woodcroft failed to ensure disclosure in the financial statements 
of Philip filed with the final prospectus, of this financing arrangement between Philip and CCG Inc. 
in the amount of approximately $31 million. 

 
Charge 1(v) – Woodcroft 
 
42. On or about November 6, 1997, Mr. Woodcroft acquiesced in filing with the OSC financial 
statements of Philip in a final prospectus which did not contain full disclosure of a financing 
arrangement between Philip and CIBC in the amount of $10 million (“the Bank Agreements”).  This 
arrangement is made up of the purchase, sales agency and processing agreements and the swap 
agreement, all finalized on June 27, 1997. 
 
 
43. The Bank Agreements were finalized on June 27, 1997. While the Bank Agreement 
purported to describe the purchase (by a special purpose trust vehicle of the CIBC) and sale by 
Philip of copper inventory, Philip retained possession of the copper and all risks of ownership 
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remained with Philip.  
 

44. The CIBC, on October 21, 1997, alerted Philip to the possibility that the auditors may view 
the transactions as a “…pure financing transaction which could violate its off balance sheet 
treatment…”.   
 
45. The transaction should have been recorded as a financing transaction and that the 
inappropriate accounting treatment resulted in misleading financial statements contained in the final 
prospectus filed November 6, 1997. 
 
Charge 1(vi) - Woodcroft  
 
46. On October 28, 1997 Waxman executed a $10 million promissory note (“note”) in favour of 
indebtedness to Philip.  This was improperly recorded in the 1997 Q3 financial statements as 
inventory in the amount of $10 million. 
 
47. Mr. Woodcroft failed to insure that Philip filed financial statements in the prospectus that 
contained full, true and plain disclosure of the $10 million Waxman promissory note. 
 
Charge 2(i) - Hoey 
 
48. Commodity Capital Group Metals Inc. (“CCG”) in 1997 had entered into a financing 
transaction with Philip and had provided $31 million in two transactions. 

 
49. In the first transaction on August 19, 1997 Philip purported to sell inventory to CCG for 
$26.55 million. On August 19, 1997 CCG invoiced Philip for the same quantity of inventory at the 
same price obligating Philip to repurchase the inventory on November 19, 1997. 

 
50. In the second transaction, on September 16, 1997, Philip purported to sell inventory to CCG 
for $4.752 million. On the same day CCG invoiced Philip for the sale to Philip of the same quantity 
of inventory at the same price due December 17, 1997. On December 17, 1997, Philip repurchased 
the inventory from CCG for $4.7 million. 

 
51. With respect to the second transaction, Mr. Hoey authorized a journal entry in the books 
and records of Philip to record the payment of $4.7 million. 

 
52. The payment was inappropriately capitalized by charging it to acquisition costs because the 

underlying liability had not been recorded. 
 

Charge 2(ii) - Hoey     
 
53. With respect to the Bank Agreements with CIBC, Mr. Hoey instructed Philip employees to 
record in the books and records of Philip this financing arrangement with CIBC as a sale of 
inventory. 
 
54. This resulted in an overstatement of gross profit in the second quarter of 1997 of $3.2 
million. 
 



 
 

8

Charge 2(i) - Woodcroft  
 
55. As indicated above CCG in 1997 entered into a financing transaction with Philip and had 
provided $31 million in two transactions. 
 
56. In the first transaction on August 19, 1997, Philip purported to sell inventory to CCG for 
$26.55 million. On August 19, 1997, CCG invoiced Philip for the same quantity of inventory at the 
same price obligating Philip to repurchase the inventory on November 19, 1997. 
 
57. Mr. Woodcroft approved for payment the invoice from CCG in the first transaction knowing 
that this obligated Philip to repurchase inventory as part of a financing arrangement.  This resulted 
in an overstatement of revenue and an understatement of liabilities in the Philip financial statements 
for the year ended December 31, 1997 in the amount of approximately $25 million. 
 
CONCLUSION AND DECISION 
 
58. The relevant facts set out above, which were admitted by Messrs. Hoey and Woodcroft, 
proved the particulars of each of the charges.  The conduct of each failed to maintain the good 
reputation of the profession and its ability to serve the public interest, contrary to Rule 201.1 of the 
Rules of Professional Conduct. They were each found guilty of the charges they faced. 
 
59. The decisions, read into the record after deliberation, read as follows: 
 

THAT, having heard the plea of guilty to the charges, and having seen and 
considered the evidence, including the agreed statement of facts, filed, the 
Discipline Committee finds Mr. David Graham Hoey guilty of the charges. 
 
THAT, having heard the plea of guilty to the charges, and having seen and 
considered the evidence, including the agreed statement of facts, filed, the 
Discipline Committee finds Mr. John Alexander Woodcroft guilty of the charges. 

 
SANCTION 
 
60. Neither the Professional Conduct Committee nor counsel for the members called evidence 
on sanction. 
 
61. Mr. Farley outlined the following joint submission as to sanction: 

(a) for Mr. Hoey: 
(i) that Mr. Hoey be reprimanded in writing by the chair of the hearing; 
(ii) that Mr. Hoey be fined the sum of $7,500; and 
(iii) that notice of this Decision and Order, disclosing Mr. Hoey’s name be 

given for publication in The Globe and Mail and that all costs associated 
with the publication be borne by Mr. Hoey. 

 
(b) for Mr. Woodcroft: 

(i) that Mr. Woodcroft be reprimanded in writing by the chair of the hearing; 
(ii) that Mr. Woodcroft be fined the sum of $5,000; and 
(iii) that notice of this Decision and Order, disclosing Mr. Woodcroft’s name 

be given for publication in The Globe and Mail and that all costs 
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associated with the publication be borne by Mr. Woodcroft. 
 
62. Further, Mr. Farley indicated that the Professional Conduct Committee was not requesting 
that either Mr. Hoey or Mr. Woodcroft be charged any costs with respect to the investigation or the 
hearing.  Mr. Farley indicated that, as a result of the cooperation provided by Mr. Hoey and Mr. 
Woodcroft, costs incurred by the PCC were minimal. 
 
63. Mr. Farley indicated that the charges represented egregious breaches of Rule 201in that Mr. 
Hoey had hands on involvement in the misconduct and that Mr. Woodcroft acquiesced to the filing 
of the financial statements. 
 
64. Mr. Farley indicated that the aggravating circumstances in these cases included the fact that 
these financial statements related to a public company that was raising funds from the public, 
misleading financial information was provided and Messrs. Hoey and Woodcroft held senior 
financial positions within the company. 
 
65. Mr. Farley also indicated that some of the mitigating circumstances in these cases included: 
 
 • the members cooperated throughout the investigation; 
 • as a result, no significant investigation was required by the PCC; 
 • Messrs. Hoey and Woodcroft admitted to the facts set out in the Agreed Statement of 

Facts; 
 • there was no personal benefit aside from the fact that they were employees of the 

company; 
 • in 2006, the Ontario Securities Commission fined the individuals $100,000 each;  
 • both Mr. Hoey and Mr. Woodcroft are prohibited from serving as a director with a 

reporting issuer; 
 • there has been a significant passage of time from the time of the event, being 1997; 
 • neither Mr. Hoey nor Mr. Woodcroft had complaints filed against them before or after 

these circumstances; and 
 • the PCC is of  the view that neither had a primary responsibility for the filing of these 

financial statements. 
 
66. Mr. Farley provided the panel with a Brief of Authorities as to Sanction which included the 
Lee, Davies and Messina cases. 
  
67. Mr. Farley explained that both Lee and Davies were more active participants and more 
“hands on” than were Messrs. Hoey and Woodcroft.  Accordingly, their sanctions included 
suspensions from the rights and privileges of membership. 
 
68. With respect to the Messina case, Mr. Farley explained that Ms. Messina knew that the 
financial statements were misleading and signed the public filings with the OSC and the SEC.  As a 
result, Ms. Messina’s sanction included a suspension from the rights and privileges of membership 
for two years. 
 
69. In all cases, Mr. Farley explained that it was imperative to have notice of the decision 
published in a national newspaper such as The Globe and Mail. 
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70. Ms. Seaman indicated that both Messrs. Hoey and Woodcroft had been involved in civil 
proceedings in the United States and Canada although only Mr. Woodcroft was involved in current 
civil proceedings. 
 
71. Ms. Seaman also emphasized that the offences took place over 13 years ago, and there 
was a great deal of notoriety which impacted both Mr. Hoey and Mr. Woodcroft personally. 
 
72. Ms. Seaman also emphasized that both Mr. Hoey and Mr. Woodcroft had cooperated with 
the PCC resulting in expeditious proceedings and that these proceedings were not the final chapter 
in this matter for Mr. Woodcroft  and possibly, for Mr. Hoey. 
 
DELIBERATIONS BY THE PANEL 
 
73. In their deliberations, the panel considered a number of issues including whether there was 
a personal benefit to Messrs. Hoey and Woodcroft.  The panel noted they did receive significant 
salaries, bonuses and stock options from the company.  The panel was also troubled by the fact 
that neither of them came forward to the authorities until after they were found out, that they 
purposely hid accounts payable, that they ignored the advice of the CIBC, and that they were 
involved in the release of interim financial statements for two quarters after the year end of the 
company.  
 
74. These factors led to a concern whether the sanction requested was significant enough.  A 
sanction which includes suspension is a significant general deterrent in cases involving fraud, 
especially those relating to public companies. 
 
75. The panel observed that in all three cases in the Brief of Authorities as to Sanction, the 
members received suspensions. 
 
76. The Messina case appeared to be similar to the current one based on the facts and the 
panel noted that Ms. Messina received a two year suspension even after being a “whistleblower” 
(which neither Mr. Hoey or Mr. Woodcroft did).   Ms. Messina, who had the opportunity to leave 
Livent for a better position, stayed and took steps to correct her wrong unlike either Mr. Hoey or Mr. 
Woodcroft.  Accordingly, based on the conduct of Messrs. Hoey and Woodcroft, and on similar past 
cases, the joint submission appeared to be outside the appropriate range. 
 
77. Both Mr. Farley and Ms. Seaman were requested to address the concerns raised by the 
panel, particularly with regards to the joint submission not seeking a suspension. 
 
RESPONSE TO THE PANEL’S CONCERNS 
 
78. Mr. Farley submitted that, although the sanction requested was a joint submission, the 
Discipline Committee must impose what it believes to be the appropriate sanction.  He noted that 
rehabilitation is not an issue in these cases and, with respect to specific deterrence, there have 
been no further complaints against these two members in the last 13 years. 
  
79. With respect to the Messina case, he pointed out that Ms. Messina was the CFO of Livent, 
was involved in a systematic fraud and signed a registration certificate with the SEC and the OSC.  
He submitted that the misconduct of Messrs. Hoey and Woodcroft was of a lesser degree than that 
in the Messina case, although he did acknowledge that Ms. Messina did take steps to fix the 
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wrongs that she had committed.  Mr. Farley also submitted that the members have already paid a 
price in that they were involved in civil suits, had paid a $100,000 penalty and were prohibited from 
acting as directors for listed companies. 
 
 
80. Ms. Seaman submitted that there is specific deterrence in that both individuals had suffered 
a personal impact to their reputations as Chartered Accountants.  In support of this submission she 
noted that Mr. Hoey was “let go” as a partner in Ernst & Young, and Mr. Woodcroft is no longer 
involved in the profession. 
 
81. She also submitted that the members were not aware of all the details of the fraud.  Mr. 
Woodcroft was the Vice-President of Operations and was not directly involved in the preparation of 
the statements and was not aware of all of the fraudulent transactions, and Mr. Hoey was Senior 
Vice-President of Finance who joined the company in May, 1997 and was still learning about the 
numerous acquisitions when the frauds took place.  As well, she pointed out that two acquisitions 
closed in October, 1997 leading to numerous restructuring charges which had to be dealt with. 
 
ORDER 
 
82. After deliberating, the panel made the following order: 
 
ORDER FOR DAVID GRAHAM HOEY 
 
IT IS ORDERED in respect of the charges: 
 
1. THAT Mr. Hoey be reprimanded in writing by the chair of the hearing. 
 
2. THAT Mr. Hoey be and he is hereby fined the sum of $10,000 to be remitted to the Institute 

within six (6) months from the date this Decision and Order becomes final under the bylaws. 
 
3. THAT Mr. Hoey be suspended from the rights and privileges of membership in the Institute 

for a period of two (2) years from the date this Decision and Order becomes final under the 
bylaws. 

 
4. THAT Mr. Hoey surrender his certificate of membership in the Institute to the discipline 

committee secretary within ten (10) days from the date this Decision and Order becomes 
final under the bylaws, to be held during the period of suspension and thereafter returned to 
Mr. Hoey.  In the event Mr. Hoey fails to surrender his certificate of membership within this 
ten day period, his suspension pursuant to paragraph 3 shall be extended one day for each 
day the certificate remains undelivered to the secretary. 

 
5. THAT notice of this Decision and Order, disclosing Mr. Hoey’s name, be given after this 

Decision and Order becomes final under the bylaws, in the form and manner determined by 
the Discipline Committee: 
(a) to all members of the Institute;  
(b) to all provincial institutes/Ordre;  
and shall be made available to the public. 
 

6. THAT notice of this Decision and Order, disclosing Mr. Hoey’s name, be given by 
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publication in The Globe and Mail.  All costs associated with the publication shall be borne 
by Mr. Hoey. 

 
7. THAT in the event Mr. Hoey fails to comply with any of the requirements of this Order, he 

shall thereupon be suspended from the rights and privileges of membership in the Institute 
until such time as he does comply, provided that he complies within three (3) months from 
the date of his suspension, and in the event he does not comply within the three month 
period, he shall thereupon be expelled from membership in the Institute, and notice of his 
expulsion, disclosing his name, shall be given in the manner specified above, and in The 
Globe and Mail.  All costs associated with the publication shall be borne by Mr. Hoey. 

 
ORDER FOR JOHN ALEXANDER WOODCROFT 
 
IT IS ORDERED in respect of the charges: 
 
1. THAT Mr. Woodcroft be reprimanded in writing by the chair of the hearing. 
 
2. THAT Mr. Woodcroft be and he is hereby fined the sum of $10,000 to be remitted to the 

Institute within six (6) months from the date this Decision and Order becomes final under the 
bylaws. 

 
3. THAT Mr. Woodcroft be suspended from the rights and privileges of membership in the 

Institute for a period of two (2) years from the date this Decision and Order becomes final 
under the bylaws. 

 
4. THAT Mr. Woodcroft surrender his certificate of membership in the Institute to the discipline 

committee secretary within ten (10) days from the date this Decision and Order becomes 
final under the bylaws, to be held during the period of suspension and thereafter returned to 
Mr. Woodcroft.  In the event Mr. Woodcroft fails to surrender his certificate of membership 
within this ten day period, his suspension pursuant to paragraph 3 shall be extended one 
day for each day the certificate remains undelivered to the secretary. 

 
5. THAT notice of this Decision and Order, disclosing Mr. Woodcroft’s name, be given after 

this Decision and Order becomes final under the bylaws, in the form and manner 
determined by the Discipline Committee: 
(c) to all members of the Institute;  
(d) to all provincial institutes/Ordre;  
and shall be made available to the public. 
 

6. THAT notice of this Decision and Order, disclosing Mr. Woodcroft’s name, be given by 
publication in The Globe and Mail.  All costs associated with the publication shall be borne 
by Mr. Woodcroft. 

 
7. THAT in the event Mr. Woodcroft fails to comply with any of the requirements of this Order, 

he shall thereupon be suspended from the rights and privileges of membership in the 
Institute until such time as he does comply, provided that he complies within three (3) 
months from the date of his suspension, and in the event he does not comply within the 
three month period, he shall thereupon be expelled from membership in the Institute, and 
notice of his expulsion, disclosing his name, shall be given in the manner specified above, 
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and in The Globe and Mail.  All costs associated with the publication shall be borne by Mr. 
Woodcroft. 

 
REASONS FOR SANCTION  
 
83. The panel concluded that the joint submission, in that it did not include a suspension, was 
outside the range of sanction which was appropriate for the serious nature of the members’ 
misconduct.  The panel concluded that both general deterrence and specific deterrence required a 
suspension for a period of two years for both Mr. Hoey and Mr. Woodcroft.  
 
84. The Philip fraud was extremely high profile, involving major frauds on the public and 
significant losses.  While Messrs. Hoey and Woodcroft were not the architects of the fraud, their 
conduct, both what they knew and did as well as what they should have known and did not do, 
facilitated the fraud. 

 
85. A plea of guilty and cooperation with the Professional Conduct Committee often indicate the 
member takes responsibility for his or her misconduct and is genuinely remorseful.  However, in this 
case it was not apparent the members fully appreciated and accepted responsibility for their 
misconduct.  Several of the representations and explanations offered by Messrs. Hoey and 
Woodcroft to the panel minimized or contradicted the statements in their Agreed Statements of 
Facts or the Settlement Agreement.  In many instances their position was that they were not 
“directly” involved. 
 
86. Mr. Hoey’s Agreed Statement of Facts and the Settlement Agreement make it clear that he 
knew that there would be a restructuring charge and knew of the financing arrangements with CIBC 
and CCG prior to November 6, 1997.  Thus he both should have known and did know, prior to the 
filing of the Prospectus with the OSC on November 6, 1997 that the financial statements did not 
contain full, true and plain disclosure as set out in the particulars to the charges.   

 
87. Mr. Woodcroft’s Agreed Statement of Facts and the Settlement Agreement make it clear that 
he actually knew about the financing arrangements with CCG and the promissory note from Mr. 
Waxman prior to November 6, 1997.  He may not have actually known until December 1997 about 
some of the other failures of the financial statements to contain full, true and plain disclosure.  This 
does not minimize the true nature of his misconduct.  He actually knew or should have known the 
financial statements filed with the OSC on November 6, 1997 did not contain full, true and plain 
disclosure.   

 
88. Further, both members continued to be associated with the interim financial statements of 
Philip which were released in the first two quarters of 1998.  In short, there is no evidence that they 
resisted the perpetuation of the fraud; however, there is evidence that their actions and inactions 
contributed to it and evidence they remained silent when they knew about it.  The panel concluded 
that specific deterrence, as well as general deterrence, was relevant when imposing sanction. 

 
89. The fact that the fraud occurred 13 years ago and that both Mr. Hoey and Mr. Woodcroft 
have suffered professionally and financially as a result is not a reason for imposing a sanction 
which is not appropriate for the misconduct.  Specific and general deterrence both mandate a 
suspension for a period of two years for both Mr. Hoey and Mr. Woodcroft.   Anything less 
jeopardizes the reputation of the profession and each and every member, and risks the public trust. 
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90. A fine of $10,000 for each member is appropriate, taking into account all the circumstances, 
including penalties imposed in other processes.  The fine together with the suspension is significant 
enough to meet the general deterrence purpose of sanctions.   
 
 
91. Publicity has often been called the single greatest deterrent, both for the member found 
guilty and for other members of the profession who might otherwise be tempted to act in a similar 
manner.  The conduct in this case is serious.   Notice in CheckMark and on the Institute’s website is 
not sufficient.  The public, not just the profession, should know that the Institute will not tolerate 
members being involved in a fraud.  In addition, members should know that the public will be told if 
they misconduct themselves as did Messrs. Hoey and Woodcroft.  The appropriate manner to 
communicate with the public, in this case, is in the press.  Accordingly, notice is to be placed in The 
Globe and Mail. 
 
 
DATED AT THIS 31ST DAY OF MARCH, 2011 
BY ORDER OF THE DISCIPLINE COMMITTEE 
 
 
 
 
 
M.B. MARTENFELD, FCA – CHAIR  
DISCIPLINE COMMITTEE 
 
MEMBERS OF THE PANEL: 
P.A. BUSCH, CA 
A.B. MINTZ, CA 
H.G. TARADAY, CA 
P. McBURNEY (PUBLIC REPRESENTATIVE) 
 


	reasons hoey woodcroft 2012
	hoey-woodcroft
	reasons-final
	hoey.pdf


