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1

TERMS OF REFERENCE

1.1

On May 14, 2012, MNP LLP (“MNP”) was engaged by Pink Larkin LLP (“Pink Larkin”)

on behalf of the Shubenacadie First Nation (“SFN” or “the Band”) to investigate
matters related to the termination of the Mr. Jeff Hayes (“Hayes”) the former
Director of Finance of SFN and alleged loss of funds.
1.2

We were engaged to conduct a detailed review of alleged losses suffered by
the SFN with respect to the actions of Hayes while employed as the Director of
Finance.

1.3

We have prepared our Summary of Findings (“Report”) regarding these matters
based upon investigative procedures focused on the specific allegations and
losses. Our findings are based upon work substantially completed as of
December 21, 2012 and added information received in February 2013.

1.4

We understand that this Report will be presented to the following parties to
advance a claim under the SFN’s insurance policy:

1.5



Chartis Insurance Company of Canada (“Chartis”) to advance an insurance
claim under Section II – Crime, Employee Dishonesty of Policy number #53
08 75 05 for the period starting July 19, 2011;



Mr. William E (Ted) Baker, BBCG Claim Services, working on behalf of
Chartis;



Aon Reed Stenhouse Inc., insurance brokers to SFN; and,



Zurich Insurance Company (“Zurich”) to advance an insurance claim under
the Crime Section of Policy #8563764 for the period up to July 1, 2011.

Our Report is intended to be read in its entirety. We caution against drawing
conclusions from any part of our Report in isolation. Our findings are based on
procedures performed and information available to us as of the date of the
Report. Instruction to proceed with further analysis and information received by
us subsequent to this date may significantly alter our findings.
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2

REVISIONS TO THE REPORT

2.1

At the request of BBCG Claim Services, our Report dated December 20, 2012
(“our First Report”) has been updated to identify total unauthorised transactions
pre and post July 19, 2011, the date at which Chartis Insurance Company of
Canada coverage was put in place.

2.2

Accordingly, Tables 1, 3, 4, 6, 11-13, 16 and 17 have been updated, together
with Schedules 1 and 4. We have also included, within Section 1, reference to
Zurich and, within Sections 1 and 4, reference to additional information received
in February 2013.

2.3

In addition, our First Report included a claim for “unaccounted receipts” totalling
$538,958. This head of claim related to Tobacco rebates due from Loblaw
which at the time of our First Report we were unable to confirm whether they
had been deposited in a SFN controlled bank account. Subsequent to issuing
our First Report, we received copies of the cancelled cheques from Loblaw and
our review of SFN bank statements have confirmed that these amounts were
deposited in SFN controlled bank accounts. We have therefore removed this
head of claim from this Report.

2.4

Finally, please note that Tables 1, 3 and 17, together with paragraph 8.1 have
also been updated to correct an arithmetical error. These now correctly reflect
the Report’s findings that payments totalling $790,780 were made from SFN.

2.5

No further updates have been made to our conclusions, or narrative within our
First Report.
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3

EXECUTIVE SUMMARY

3.1

We understand that the alleged misconduct was discovered in January 2012
when the auditors reported potential losses to Chief and Council related to the
financial statement audit for the year ended March 31, 2011. Payments to a
company named MRJJ Management Inc. (“MRJJ”), together with the bank
activity of MRJJ were reviewed and concerns were raised in respect of certain
payments. MRJJ is a company whose shareholders are members of Council
and Mr. Jeff Hayes. Mr. Jeff Hayes (“Hayes”), the Director of Finance at the
time, was questioned by Council members about the alleged payments and was
dismissed.

3.2

In March 2012, further payments were identified to Hayes, MRJJ and a
company owned by Hayes, Amcrest Management Inc., which appeared to be
unauthorized and not for the benefit of SFN. At this point, the Band Council
authorised a review of the accounting records of the Band to determine if there
was a loss.

3.3

The matter was reported to the RCMP and the investigating officer is Laurie
Haines, H Division Commercial Crime Section in Nova Scotia.
Summary of Losses

3.4

The following is a preliminary summary of payments from the SFN which do not
appear to be for the benefit of the Band. In addition, we have identified
cheques from Loblaw that were intended for SFN which have not been found in
the financial records.

Table 1: Summary of Questionable Amounts
Pre July 1,
2011
$57,065

July 1 to
July 18,
2011
1,050

Post July
19, 2011
82,036

Total
Questionable
Amounts
$140,151

Reference
Section 9

Description
Payments to Jeff Hayes

Section 10

Payments to MRJJ

141,800

-

-

141,800

Section 11

Payments to Amcrest

312,829

25,000

165,000

502,829

Section 12

Other payments

6,000

-

-

6,000

$517,694

26,050

247,036

$790,780

Total
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4

SCOPE AND ADVISEMENT

4.1

Our investigation focused on the review of Band records and external research
as required. We have reviewed and relied upon the following records:















SFN Quickbooks accounting General Ledger;
Bank statements and other financial documentation belonging to SFN
including, but not limited to, cancelled cheques, deposit slips, cheque
requisitions and invoices;
Listing of Loblaw rebates for the period August 2009 to February 2012
prepared by Loblaw;
Copy cheques prepared by Loblaw in respect of Tobacco rebate for period
August 2009 to February 2012;
Minutes of Council meetings for the period April 7, 2009 to February 28,
2012;
Band Council Resolutions from April 8, 2009 to June 22, 2012;
Insurance documents as follows:
o Declarations for policy number 8563764 for the period July 1, 2004 to
July 1, 2005;
o Declarations and policy for policy number 8563764 for the period July
1, 2010 to July 1, 2011; and,
o Declarations and policy for policy number #53 08 75 05 for the period
July 19, 2011 to July 19, 2012.
Listing of online payments prepared by bank relationship manager;
Jeff Hayes personnel file;
Amcrest Management Inc. bank statements for the period April 1, 2010 to
May 30, 2011 (incomplete);
MRJJ Management Inc. bank statements for the period April 1 2010 to
March 31, 2011; and
Corporate, personal property and land searches.
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4.2

In addition to the review of documents, the following individuals were
interviewed:

Table 2: Persons Interviewed
Name
Jerry F. Sack
Alex Macdonald
Ron Augustine
Ron Knockwood
Ian Knockwood
Deb Thibeaux
Ryan Julian
Doreen Knockwood
Reg Maloney
Colleen Knockwood
Jim Nevin
Keith Julian
Tom Howe
Tyler Maloney
Angela Slauenwhite
Peter Adema
Janice Paul
Nina Michael
Elizabeth Michael
Wayne Howe
Mike Sack
Bob Brown
Andy Ransome
Cathy Paul
David Nevin
Tammy Peter-Paul
Trina Myra
Dana Gloade
Andrew Lenehan

Position
Chief (former), Council Member
Council Member
Council Member
Council Member (former)
Council Member (former)
Council Member (former)
Council Member (former)
Council Member
Council Member (former)
Council Member
Council Member
Council Member
Council Member
Former employee - Tobacco Shop
Former finance clerk
Finance clerk
Payroll clerk
Accounts payable clerk
Social manager
Tobacco shop manager
Owner of Sack’s Excavating and current Council member
Atlantic Lottery Corporation
Loblaw/Atlantic Warehouse
Former employee - Tobacco Shop
Former Manager of Economic Development
Former manager - Tobacco Shop
Loblaw/Atlantic Warehouse
Housing Manager
Auditor
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Scope Limitations
4.3

In undertaking our analysis and forming our conclusions, we note the following
limitations:


We have not had full access to MRJJ and Amcrest financial information as
they are third parties to and are not controlled by SFN. We have however
been provided with limited bank statements for these companies;



As a consequence of the above, we have been unable to confirm whether
some amounts detailed in our Report have definitively been received by
these companies. Where applicable we have indicated the documentation
or support for the likelihood that the money was directed to these entities;



In addition, we have been unable to identify from the records of MRJJ and
Amcrest whether any additional amounts have been received by them, but
not identified in our Report. Similarly, we are unable to identify whether any
repayments, other than those identified in the Report, have been made by
these companies;



We have not had access to bank accounts belonging to Jeff Hayes and
consistent with our comments above, we have been unable to identify
whether additional amounts other than those listed in our Report have been
received by him, or whether additional repayments have been made other
than identified;



We have requested a meeting but have been unable to interview Jeff
Hayes to obtain explanations and supporting documentation for amounts
paid to him, MRJJ and Amcrest; and,



Jeff Hayes has not reviewed our conclusions and has been unable to set
out his position in respect of the payments identified.
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5

BACKGROUND AND NATURE OF INVESTIGATION
Shubenacadie First Nation

5.1

The Mi’kmaq First Nation Community of Indian Brook is part of the
Shubenacadie Band.
Indian Brook is the second largest First Nation
community in Nova Scotia. Indian Brook is located approximately 30 km south
of Truro, NS. The communities of Pennal, Shubenacadie, New Ross and
Indian Brook make up the Shubenacadie Band. There are approximately 2,500
registered Shubenacadie Band members.
SFN Programs and Related Parties

5.2

The Shubenacadie First Nation office is currently administered by the Director
of Operations, Nathan Sack. The Director oversees the various administrative
departments of SFN. The First Nation has managers which oversee each of
the following departments;







Social – Elizabeth Michael;
Fisheries – Jerome Paul;
Housing – Dana Gloade;
Economic Development – David Nevin;
Finance – Ritchie Sack; and,
Education – Ellis Kay.

5.3

The Finance department receives funding for administration of the First Nation
from Aboriginal Affairs and Northern Development Canada (“AANDC”). The
SFN also receives funding for social programs and housing programs. One
time requests for funding may be provided for economic development based on
grant money available at the time to First Nations communities.

5.4

The SFN has operations which are not funded through AANDC or any other
government agency. They include the Tobacco Shop, gaming, and fisheries.
The Tobacco Shop is managed by Wayne Howe but is administered by the
Finance Department. The gaming revenues are also managed by the Finance
Department.

5.5

Jeff Hayes was the Director of Finance for SFN from January 2009 until
February 2012. As Director of Finance, he oversaw a number of personnel,
including; Peter Adema, Janice Paul, Nina Michael, Angela Slauenwhite and
Sean Fitzgerald. Sean Fitzgerald and Angela Slauenwhite were terminated
within a couple of months of each other in the summer of 2011.
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Chief and Band Council
5.6

The Band operates its election system under the provisions of the Indian Act,
having elections every two years. The Council consists of 12 councillors and
the Chief. We understand that SFN bylaws and Band Council Resolutions
require a quorum of 51 council members to be approved.

5.7

The following are significant familial/business relationships within the previous
Chief and Council which may have impacted the decision making process
concerning identified parties in this Report and related financial considerations;

1



Former Chief Jerry F Sack is the father of Councillor Ronnie Augustine and
the cousin of Councillor Michael Sack. Jerry F Sack is the nephew of Jerry
M Sack, the manager of the business venture known as the Cranberry bog;



Councillor Ronnie Augustine is married to Kerry Oliver who is the stepdaughter of Economic Development manager David Nevin;



Dana Gloade, the manager of Housing, is also employed by Councilor Mike
Sack, through his company Sack’s Contracting and Management;



Councillors Colleen Knockwood and Doreen Knockwood are sisters-in-law
but are not closely related to former Councillors Ian Knockwood and Ron
Knockwood (who are brothers);



A number of the Councillors have an interest in convenience stores which
sell tobacco on the First Nation;
o

Former Chief and current Councillor Jerry F Sack - Harley Bears,

o

Former Councillors Ron Knockwood and Ian Knockwood - RBK
Convenience; and,

o

Fisheries manager Jerome Paul - TLP Convenience.



The Director of Operations, Nathan Sack and Finance Manager, Ritchie
Sack are not related to the Sacks on Council; and,



Jerry F Sack is related to former Councillor Debbie Thibeaux and former
Councillor Ryan Julian.

Aboriginal Affairs and Northern Development Canada First Nation profile.

Shubenacadie First Nation – Insurance Claim
Revised Summary of Findings – February 13, 2013

Privileged and Confidential
8

Insurance Policies
5.8

SFN is insured by Chartis Insurance Company of Canada under policy number
#53 08 75 05 (“the Policy”). The Policy provides, amongst others, coverage for
Crime, in particular, Employee Dishonesty. The Policy provides coverage
under Employee Dishonesty where “…loss [is] sustained by the Insured through
fraudulent or dishonest acts committed during the Policy period by any of the
Employees engaged in the regular service of the Insured…”2

5.9

“Fraudulent or dishonest acts” are defined as acts committed by an employee
with the intent to:
a)

“Cause the Insured to sustain such loss; and,

b)

To obtain financial benefit for Employee, or for any other person or
organization intended by the Employee to receive such benefit, other than
salaries, commissions, fees, bonuses, promotions, awards, profit sharing,
pensions or other employee benefits earned in the normal course of
employment.”3

5.10

The definition of an Employee is set out within the Definitions section of Section
II of the Policy. The definition states that an Employee is any person while in
the regular service of the Insured in the ordinary course of the Insured’s
business including persons hired through an intervening employment agency or
employee4.

5.11

Finally, the Policy provides coverage under prior Policies as long as i) such a
loss would have been covered under that Policy and ii) a similar such loss
would be covered under the current Policy5.

2

Section II of the Policy, Conditions and Limitations, paragraph 1b.
Section II of the Policy, Conditions and Limitations, paragraph 3.
4
See further Section II of the policy, Conditions and Limitations, paragraph 3.
5
See further Section II of the policy, General Agreements, paragraph 6.
3
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6

KEY EVENTS

6.1

Due to the size and complexity of SFN and its programs we have provided an
outline of key events relevant to the insurance claim:







The hiring of Jeff Hayes;
Incorporation of MRJJ Management Inc. (“MRJJ”);
Wallace Hills Development Corporation;
Hammond Plain Development;
Amcrest Management Inc. (“Amcrest”); and,
Tobacco operation and Loblaw’s rebate program.

Employment of Jeff Hayes
6.2

According to a signed employment agreement, Mr. Hayes was hired by the SFN
as the Director of Finance on January 6, 2009 (refer Exhibit 1). Hayes’
employment was terminated on January 31, 2012.

6.3

Jeff Hayes sent a letter in regard to the position posted on the
Careerbeacon.com website on the October 27, 2008. His résumé indicated that
he worked for (refer Exhibit 2):







6.4

6

Beaver Foods from 1987-1992;
Amcrest Management Inc. from 1992-2004 (listed client as CJ Sports –
also a registered entity of Hayes);
Maritime Travel Inc. from 2004-2005;
Halifax Transfer Inc. from 2005-2006;
Blunden Construction from 2006-2008; and,
Freelance from 2008-time of letter.

The employment agreement states that he was “…responsible for the day-today orderly and competent management of the Band’s financial affairs. The
Director of Finance will also be required to work with and assist the Band’s comanagers (if any), auditors, and other financial management consultants, as
from time to time required. This requirement includes, or may include,
preparing the budget, conducting financial analysis and preparing financial
reports, developing and implementing an effective system of accounting, and
managing the payroll system.”6

Page 2 of Jeff Hayes Employment Agreement dated January 6, 2009.
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6.5

Hayes was hired at $50,000 per annum and according to his employment
contract, his salary would increase to $55,000 after completion of a six month
probationary period. According to the minutes of a Band and Council meeting
on May 12, 2009, it was agreed that Hayes’ salary would be increased to
$70,000. Excerpts from the minutes are attached as Exhibit 3.

6.6

We understand that Hayes lives at 6429 Oak Street, Halifax, Nova Scotia with
Cynthia McKeown. Two vehicles were observed at the residence; a Black Jeep
Patriot license number EST 457 and a Grey Jeep Liberty license number EWK
740. We were advised that Hayes drove a black Jeep.

6.7

Property searches show that Hayes purchased a lot at 22 Kittiwake Ridge,
Halibut Bay, Nova Scotia on or about June 9, 2010. Photos of the property and
house are attached at Exhibit 4. This property was transferred to Mike Sack,
current Councillor, on February 16, 2012 and he granted a lease-to-purchase
option to Hayes on March 2, 2012. Further discussion related to the property is
found in Section 10.

6.8

Amcrest Management is a company incorporated by Hayes and detailed in
Paragraphs 6.19 to 6.22 below.

6.9

With respect to CJ Sports, there were no transactions with this company
identified in the books and records of SFN.
MRJJ Management Inc.

6.10

On January 13, 2010, MRJJ was incorporated by Burchell MacDougall Lawyers
(“Burchell MacDougall”), a law firm in Truro, Nova Scotia (refer Exhibit 5). The
company’s recognised agent is Gary Richard, a partner at Burchell MacDougall
and the Band’s solicitor. The sole director is listed as Jeffrey Hayes. According
to a letter dated September 14, 2010 from Mr. Richard to Sergeant Stephen
Gloade of the RCMP, the shareholders of MRJJ were Michael Sack, Ronald
Augustine, Jerry (F.) Sack and Jeffrey Hayes. The letter is attached as Exhibit
6. We are not aware of a change in the shareholding of MRJJ.

6.11

We understand from the letter that MRJJ was incorporated in anticipation of the
development of the Wallace Hill property at Hammonds Plains being made a
reserve of the Shubenacadie Band. It was intended that the company become a
development corporation for the land and would be presented as such to
Council. Council would then determine whether it wished to take control of the
company and use it for the development. In our review of the Band Council
minutes, there was no reference to the incorporation of MRJJ.
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6.12

In a meeting with Mr. Richard, he confirmed that there is no trust agreement
between the company and the Band. Therefore, the company is separate and
distinct from the Band with no mandate to act on behalf of the Band. In
addition, we understand that there is no written agreement in place in respect of
services to be provided by MRJJ to SFN.
Wallace Hills Development Corporation

6.13

The Wallace Hills Development Corporation was incorporated and registered on
October 12, 2010 by Burchell MacDougall. A corporate search is attached as
Exhibit 7. The director of the corporation is Greg Mullen; a lawyer and partner
at Burchell MacDougall. MNP was advised that this corporation was to be used
for the development of Hammond Plain, but that it is essentially dormant.
Wallace Hills Development

6.14

The Wallace Hills development is also referred to as the Hammond Plain
Development; they are the same development. The focus of the development
was a casino and related businesses which would produce revenue for the
SFN. The minutes of a Council meeting on July 9, 2009 indicate that Wallace
Hills Development Committee (the “Wallace Hills Committee”) is made up of
Chief Jerry F Sack, Mike Sack, Ryan Julian, Ronnie Augustine and Jeff Hayes.
We note that a number of these individuals are also shareholders of MRJJ,
however, the Committee is not referred to as being the same as MRJJ.

6.15

The minutes of meetings on July 14, 2009 indicate that a consultant will be
chosen to work in a consulting position with respect to the development of
Wallace Hills. We understand that Rick Simon was contracted for this position
and has initiated a lawsuit against the SFN for breach of contract.

6.16

The minutes of a Council meeting on April 12, 2011 indicate that there was
discussion of the land architect for Wallace Hills. At this same meeting, there
was a motion to remove Mike Sack from the Wallace Hills Committee however it
appears the motion was defeated.

6.17

The minutes of a Council meeting on June 7, 2011 indicate that Mike Sack
approached the Band in regard to constructing a building on the Wallace Hills
property. His plan was called the Wallace Hills Entertainment Centre. The
motion was initiated by Councillor Ronnie Augustine and seconded by
Councillor Ian Knockwood.

6.18

The minutes of a Council meeting on September 27, 2011 indicate that the
Wallace Hills Committee was designated to be Chief Jerry F. Sack, Dana
Gloade, Rick Simon, Dave Nevin, Ron Knockwood and Ian Knockwood.
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Amcrest Management Inc.
6.19

On March 6, 2000, Amcrest Management was incorporated. The company was
incorporated at the residential address of Jeffrey Hayes, 6429 Oak St. Halifax.
The directors of the company are Jeffrey Hayes and Christopher Hayes.
Jeffrey Hayes serves as the President and Christopher Hayes serves as the
Secretary. A corporate search is attached as Exhibit 8. We are unaware of
the business activities of Amcrest during the review period. We are unclear of
the relationship between Jeff Hayes and Christopher Hayes.

6.20

During our interviews we were advised that Hayes had terminated Sean
Fitzgerald’s (“Fitzgerald”) employment as an employee of Amcrest. We
understand that Fitzgerald worked in the finance department of SFN and that he
was paid directly by SFN. We do not have the records nor have we been able
to talk to Fitzgerald to confirm if he was paid by Amcrest.

6.21

We were advised that while working at SFN, Fitzgerald noticed discrepancies
with invoicing to MRJJ Management Inc. The alleged discrepancies are not
known. Shortly thereafter, Fitzgerald was terminated although it is unclear if he
was an employee of Amcrest, SFN or both. Based upon the accounting records
of SFN, it appears that Fitzgerald was paid by SFN. However, invoicing from
Amcrest to SFN indicates that he may have been performing work under
Amcrest which was paid by SFN. Mr. Fitzgerald received $76,786.13 in
payments from SFN directly. It is assumed that payments directly to Mr.
Fitzgerald from SFN are appropriate and accordingly are not included in the
summary of questionable amounts.

6.22

Amcrest invoiced SFN for goods and services, however we understand that
there is no written agreement in place between Amcrest and SFN detailing the
services to be provided.
Tobacco Operations and Loblaw’s rebate program

6.23

The SFN Tobacco shop is responsible for ordering all cigarettes for sale on the
First Nation subject to the quota imposed by the Provincial government. The
Tobacco shop operates a retail storefront as well as facilitates orders to the
convenience stores on the First Nation. Cigarettes are ordered from a
wholesaler, Atlantic Wholesale aka Loblaw, and then sold to the convenience
stores in equal proportions. There are 10 tobacco stores located on the SFN:



RBK – is run by Glenn Knockwood and owned by former Councillor Ron
Knockwood;
TLP – is run by Angela Paul and owned by Jerome Paul who is the
Fisheries manager;
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ODA – is run by Eugene Sylliboy who is related to Mary-Ellen Sylliboy;
M & M – is run by Tracy Knight and owned by Mary-Ellen Sylliboy;
Tuff Street – owned and operated by John Bernard;
Treaty Truck House – is run by Leander Paul who is the brother of Jerome
Paul;
Annie Paul’s Canteen– is owned and operated by Annie Paul;
21 Meadow or DND – is owned and operated by Darlene Bernard;
Harley Bear’s – is off reserve and run by Ann Marie Augustine and owned
in partnership with Jerry F Sack; and,
Mars One Stop – is owned and operated by Jason Mar.

6.24

The tobacco operations are the sole responsibility of the SFN. Although the
purchase and sale of tobacco is governed under Provincial and Federal
legislation with respect to volume and taxation, this is not a program funded by
a government agency. We understand that the profits from the tobacco sales
are intended for funding youth sports programs as well as the needs of seniors.
The expenses of seniors to be assisted by the tobacco profits are power,
heating and medical expenses not covered under other programs. Typically,
the senior would bring in a receipt showing the expense and then they would be
reimbursed. Expenses related to the youth sports programs should be
approved by Band Council.

6.25

The Loblaw’s rebate program was a system by which an additional “surcharge”
was placed on the purchase price of cigarettes in order to fund these expenses.
Ralph Davidson a former sales representative at Atlantic Wholesale Ltd
(“Loblaw”), who was responsible for First Nations clients in Nova Scotia, is
reported to have met with SFN and introduced an opportunity for the First
Nation to use monies from the tobacco shop in order to fund projects and
expenses.

6.26

The principle was that Loblaw would place a surcharge on the purchase price of
cigarettes which would be then passed on to the consumers. This surcharge
was not a strict percentage calculation but rather an arbitrary amount applied to
individual brands of cigarettes. The surcharge did not appear to follow any
correlation to sales. At the end of each month when SFN had paid the Loblaw
invoices, Loblaw’s would provide the First Nation with a cheque representing
the surcharge minus an administrative fee for processing. Loblaw indicated that
they have done this for other First Nations in the past.

6.27

The program was conceived in late fall of 2009 and the rebate continued until
February 2012.
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6.28

In addition, a $1.00 increase in the sale price of a carton of cigarettes was
applied in 2008/2009 to raise money for the youth sports programs. The
minutes of a Band Council meeting on July 14th 2009, show that Councillor Ron
Augustine raised concerns about the $1.00 levy per carton of cigarettes and
wanted to know where the money was going. He made a motion to place the
monies in a separate budget to be shown on the monthly financial statement.
This motion was passed however, a separate budget has not been found.
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7

METHODOLOGY

7.1

Following the dismissal of Hayes from his position as Director of Finance, a
number of transactions were identified between SFN, Hayes and two
companies over which he exercised control; MRJJ and Amcrest. We were
requested to review the records of SFN to identify the nature of these
transactions together with identifying any further transactions which were
considered improper or unauthorized, therefore subject to insurance coverage.

7.2

In under taking our review, we have examined the records of SFN to identify
and investigate financial transactions related to Hayes, Amcrest and MRJJ
(collectively, “the parties”). We have reviewed records for the period April 2009
to March 2012 as follows:










7.3

Identify all transactions referring to the parties in Quickbooks during the
period April 2009 to March 2012;
Extract the parties’ transactions for analysis;
Obtain supporting documentation for all transactions referring to the parties,
including; invoices, negotiated cheques, agreements and accounts payable
vouchers;
Review the signatures, if any, of the individual authorizing payments to the
parties;
Identify the nature of the services performed by the parties according to the
invoices and accounts payable vouchers;
Review any other available financial information to identify additional
payments to the parties;
Summarize and categorize payments to Hayes, Amcrest and MRJJ which
were considered improper or unauthorized; and,
Review Hayes’ employment contract to understand his roles and
responsibilities in order to understand payments made to him which do not
form part of the payroll.

The main accounting software used by SFN is Quickbooks. The software is
used for bookkeeping purposes under the following files:



Quickbooks - “Main”. This file records all SFN transactions with the
exception of those in the Tobacco Shop; and,
Quickbooks – “Tobacco”. This file records transactions occurring in the
Tobacco Shop. Our review of this file indicates that there was limited
posting of transactions after October 2010. We understand that the
transactions were recorded in Simply Accounting after October 2010 and
input via journal entry to Quickbooks “Main” by an employee of Grant
Thornton, an accounting firm.
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7.4

In undertaking our review, we have relied on the Quickbooks “Main” General
ledger, but not that of “Tobacco”. This is because we identify no payments to
the parties in this file and the transactions beyond October 2010 are limited.

7.5

In respect of Tobacco Shop, we have relied on a review of bank statements
(Account #131-124-0) and supporting documentation.

7.6

Additionally, we have also summarized the Sports bank account number 101818-3 and attempted to identify all payments and receipts.

7.7

Finally, in addition to the above reviews, we have also interviewed a number of
persons associated with SFN in order to understand the operations of the Band.
The persons interviewed are listed in Paragraph 4.2 above.

7.8

We understand that Hayes had full access to record transactions in the books
and records of SFN as well as issue cheques. In addition, Hayes had signing
authority on the bank accounts and had full authorization to conduct online
payments.
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8

DETAILED FINDINGS

8.1

Based on our review of documents, interviews and other research, it appears
that payments totalling $790,780 were made from SFN which result directly
from the actions committed by Jeffrey Hayes covered by the insurance policy.

Table 3: Summary of Questionable Amounts

Description

Reference

Payments to Jeff Hayes
Payments to MRJJ
Payments to Amcrest
Other payments
Total

Section 9
Section 10
Section 11
Section 12

Pre July 1,
2011

July 1 to
July 18,
2011

Post July
19, 2011

Total

$57,065
141,800
312,829
6,000
$517,694

1,050
25,000
26,050

82,036
165,000
247,036

$140,151
141,800
502,829
6,000
$790,780
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9

PAYMENTS TO JEFF HAYES

9.1

The payments in question to Jeff Hayes consist of cheque payments and online
payments together with cash taken from the Tobacco Shop which is
documented as a “loan”.
Payments from Accounts CIBC 83-03711 and RBC 101-621-2 (Admin
Accounts)

9.2

Our review of SFN Quickbooks ledger identifies fifty seven transactions in a
vendor ledger under the name of Jeff Hayes totalling $133,001. These
payments do not include salary payments. The payments are detailed in
Schedule 1 and summarised below:
Table 4: Jeff Hayes Vendor Payment Summary

Description (Quickbooks account)
Travel
Miscellaneous
Office supplies
Fishing Admin – Miscellaneous
Travel
Econ Dev – Other
Miscellaneous
Utilities and Telephone
Community Buildings
Senior Til TS
Special Needs
Administration
Donations TS
Total

9.3

Pre July 1,
2011
$10,245
750
926
1,300
161
699
734
$14,815

July 1 to
July 18,
2011
1,050
1,050

Post July
19, 2011
2,446
58
107
107
10,641
1,776
93,100
6,227
631
2,043
117,136

Total
$13,741
750
984
1,300
161
806
841
10,641
1,776
93,100
6,227
631
2,043
$133,001

We have not located supporting documentation in respect of these payments
and to date are unable to determine whether these were properly authorized. In
addition, we are unable to confirm whether Hayes did incur these costs.
However, for all payments in excess of $2,000 we have attempted to vouch
these to cancelled cheques and bank statements in order to determine whether
they were paid and who the cheque signatories were. The total of payments in
excess of $2,000 is $105,242.
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9.4

Of the $105,242 payments reviewed, we were unable to vouch one cheque for
$3,154.69 issued on January 19, 2012 recorded as “Reimb. Telus – Chief’s
Phone”. We note that this cheque had not cleared the bank by 31 March 2012.
However, we have not been provided with bank statements beyond this date
and are therefore unable to identify whether it remains outstanding. We note
that all cheques vouched were paid from the RBC Admin account 100-621-2.

9.5

Finally, we note that of the cheques vouched above, the signatories on the two
largest cheques totalling $99,327 ($93,100 re: NSPI and $6,227.19 re: Mary
Elaine Julian) were Hayes and Chief Jerry F. Sack.

9.6

In addition to our review described above, we have considered the types of
payment made to Hayes and have the following observations:


Payment for “Senior Til TS” relates to one cheque dated 29 August 2011
for $93,100 and the memo reads “NSPI Payments”. We understand that
this relates to Nova Scotia Power Company (“NSPI”). NSPI have
confirmed they received $93,100 on 30 August 2011 to pay SFN electricity
bills. We understand that the payment came from Hayes. It is unclear to us
why Hayes would request a cheque be drawn in his name and then the
following day pay this to NSPI, rather than pay NSPI directly from SFN’s
bank account;



A payment described as “Special needs” relates to one cheque of
$6,227.19 with respect to Mary Elaine Julian. The specific nature of the
payment is not known;



Payments described as “Utilities and Telephone” include two cheques with
similar narrative, one for $2,759.90 relating to “Reimb. Chief Phone – Paid
by Visa” dated July 28, 2011 and the other for $3,154.69 relating to “Reimb.
Telus – Chief’s Phone” dated January 19, 2012; and,



Payments described as “Donations TS” of $2,043 relate to two cheques in
relation to “Melissa Bernard rent”.

9.7

In respect of each of the above costs, it is unclear to us why Hayes would have
been required to incur these costs personally, not only due to the nature of
these costs, but also due to their value.

9.8

Additionally, we also question whether Hayes’ role during the period April 2009
to February 2012 would require him to incur travel costs as high as $13,901.32.
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9.9

Based upon the employment contract, current records and our understanding of
the requirements of Hayes’ employment there is nothing to indicate that the
above payments would have occurred in the normal course of his duties as the
Director of Finance. If the payments were incurred on behalf of the Band then
the payments should have been made directly to the individual or adequately
supported by documentation. Absent further information and interview with
Hayes, we submit that payments to Hayes totalling $39,901 ($133,001 $93,100) were improper or unauthorised.
Payments from Account 131-124-0 (Tobacco Account)

9.10

During the period April 2009 to December 2009, three payments were made to
Hayes from the Tobacco Shop bank account number 131-124-0 as follows:
Table 5: Payments Made to Jeff Hayes From Bank Account #131-124-0
Date on cheque
Amount Memo on cheque
May 20, 2009
2,000 A/R INAC Grant for Election
Not noted
30,000 None
December 2, 2009
250 Shubenacadie First Nation 2009
Christmas Bonus
Total
$32,250

9.11

Supporting documents in relation to the above have not been found. Attached
as Exhibit 9 are copies of cheques paid to Hayes. We note the following in
respect of these payments:


It is not clear to us why Hayes would be required to personally incur costs
in respect of INAC Grant for election. The signature on the cheque
appears to be Chief Jerry Sack;



We do not know what expenses/services were provided by Hayes in
respect of the $30,000 payment, or what the authorization process was in
respect of this cost. This cheque is hand written rather than printed from
the computer system which is unusual given that the majority of cheques
are printed. The cheque signatories for this payment are Hayes and an
unidentified person. In addition, it appears that the cheque was “ok’d” by
Karen Albert, the relationship manager at RBC; and,



The Christmas Bonus is the same amount paid to registered members of
the Band. However, Councilor Keith Julian advised that only registered
Band members, which Hayes is not, are eligible for this bonus.
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9.12

Based on the identity of the signatories on the first two cheques above, together
with the lack of available documents to confirm the legitimacy of these
payments, we consider these payments to be questionable. We also consider
the Christmas bonus to be a questionable payment on the basis that Hayes is
not a registered member of the Band. Therefore, we submit that $32,250 paid
to Hayes was improper or unauthorised.
Payments from Account 101-818-3 (Sports)

9.13

Our review has also included an analysis of the Sports bank account number
101-818-3 where two payments to Hayes in June 2010 totalling $10,000 were
identified. Copies of these cheques are attached as Exhibit 10.

9.14

We have not found supporting documentation for these payments and note that
the signatories for both cheque payments are Hayes and Jerry Sack. In an
interview with Jerry Sack, he confirmed that he does not know what the
cheques relate to and we have not been able to discuss these payments with
Hayes.

9.15

A letter dated October 29, 2009 to the RBC Royal Bank from Chief Jerry Sack
and Jeff Hayes (refer Exhibit 11), directs the bank to activate account 1018183
under the title of “Sports” with the signing authority to be one of Chief Jerry
Sack or Jeff Hayes. There is also a request to have “separate” online banking
and cheques set up.

9.16

We note that the cheques from this account were signed by “Jerry Sack” and
not “Chief Jerry Sack” as is usually done on all other accounts.

9.17

Further the address of the bank statement was changed to 6429 Oak Street, c/o
Jeff Hayes in December 2009. This is Hayes’ home address.

9.18

Absent discussions with Hayes as to the purpose of these payments, we submit
that they are improper or unauthorized.
Loan from Tobacco Shop

9.19

Finally, we have identified a document (“the loan agreement”) which states
(refer Exhibit 12) “In the month of August [2011], Jeff Hayes borrowed the
amount of between $58-59 thousand from the Tobacco Store…” The document
then states that he is to repay this before October 1, 2011. At the bottom of this
document there is a handwritten note that appears to read “Gave $100,000 to
Peter Adema”, however the meaning of this note is unclear. The document
does not appear to be signed by Jeff Hayes and it appears that the document
was prepared after the money was withdrawn from the Tobacco Shop.
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9.20

Through interviews with various staff members we understand that there were
excess amounts of cash in the Tobacco Shop and that Hayes would on
occasion collect cash from the till for “other programs”. We reviewed the
banking records for August 2011 to identify if the money was deposit into
another account of SFN, none was noted. Further, we reviewed the banking
records and did not identify a deposit which would represent a repayment of an
amount in the range of $58,000 to $59,000 as received from Hayes.

9.21

Based upon the records obtained to date it appears that the money referred to
in the document was not deposited or repaid to the SFN. We therefore assume
that approximately $58,000 remains due to the Tobacco Shop. Absent further
information we submit that Hayes was the beneficiary of at least $58,000 which
is owed to the SFN.
Total Direct Payments to Hayes

9.22

Based on our review, we submit that Hayes has directly facilitated a total of
$140,151 in payments which are considered improper or unauthorised, as
follows:

Table 6: Total Payments to Jeff Hayes

Description
Vendor payments to Jeff Hayes
Payments from account #131-124-0
Payments from account #101-818-3
Loan from Tobacco Shop
Total

Reference
Paragraph 9.9
Paragraph 9.10
Paragraph 9.13
Paragraph 9.19
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82,036

Total
$39,901
32,250
10,000
58,000
$140,151
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10

PAYMENTS TO MRJJ

10.1

As noted in Section 6, MRJJ is a company which Hayes, along with three other
SFN Council members, is a shareholder. The company does not have a
contract agreement with SFN therefore all payments to MRJJ must be
examined based upon their benefit to the SFN.
Payments from 100-621-2 (Admin Account)

10.2

We have identified the following payments made to MRJJ which have been paid
from SFN’s Admin account 100-621-2:
Table 7: Payments Made to MRJJ From Admin Bank Account #100-621-2
Invoice
date
Date paid
Cheque
(dd/mm/yy)
GL Posting code
(dd/mm/yy)
number
Amount
23/03/10
5331 – Wallace Hill
01/04/10
30042
38,682
24/06/10
5331 – Wallace Hill
29/06/10
32758
45,000
Total
$83,682

10.3

Copies of cancelled cheques 30042 and 32758 are attached as Exhibit 13; we
note the following:


The cheque requisition with respect to cheque 30042 in the amount of
$38,682 appears to have been approved for payment by Jeff Hayes and
received by Jeff Hayes; and,



Cheque 32758 in the amount of $45,000 contains no notation in the memo
section detailing what the amount is for and we note that one of the
signatories appears to be Jeff Hayes. A cheque requisition for this
payment has not been found.

10.4

We have matched these payments to receipts on MRJJ bank statements (refer
Schedule 2 and Exhibit 15).

10.5

In respect of the $38,682 payment and the reference to Wallace Hills, we note
that MRJJ did not have the legal capacity to contract on behalf of SFN therefore
it is not clear how these payments could benefit SFN. In addition, no records
were found to indicate what services were provided or from who.

10.6

We note that shortly after the $45,000 payment was received by MRJJ, MRJJ
paid $69,171 to Burchell MacDougall. The balance in the MRJJ account prior
to this deposit was $25,549, a copy of the bank statement is attached as
Exhibit 15. If not for this $45,000 payment, MRJJ would not have been able to
pay this amount. We discuss the payment to Burchell MacDougall below.
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10.7

Given that Hayes has the authority to direct payments from SFN and is involved
in the Wallace Hills Committee as well as being a shareholder of MRJJ he has
the ability to not only direct payments but also receive them. Based upon the
information obtained to date we submit that the amounts totalling $83,682 paid
from the SFN admin account to MRJJ were improper or unauthorised.
Other payments to MRJJ

10.8

We have identified the following payments to MRJJ from the SFN Sports
Account #101-818-3:
Table 8: Payments Made to MRJJ From Sports Bank Account #101-818-3
Date paid
Cheque number
Amount
16/06/10
999562
10,000
05/07/10
Online payment - #1618
2,000
05/07/10
999563
277,317
Total
$289,317

10.9

We have matched online payment number 1618 from bank account #101-818-3
with online receipt 1618 in MRJJ bank account (refer Schedule 2). We set out
at Exhibit 14 copies of:



Cheque number 999562 for $10,000.00; and,
Cheque number 999563 for $277,317.42.

10.10

We have matched these payments to receipts on MRJJ bank statements (refer
Schedule 2 and Exhibit 15). Both the cheques have been signed by Jerry
Sack and Hayes. In respect of the online payment, it is not clear who
authorised the payment, however we assume it to be Hayes as he was the only
person with authorization to make online payments at the time. We have not
found supporting documentation for these payments or an explanation as to
what they relate to therefore, it is unclear why these cheques were paid to
MRJJ and whether they represent payments for services provided. We discuss
the use of these funds by MRJJ below.

10.11

In addition to the above cheques and based upon information obtained, the
following cheques from Loblaw with respect to the rebate program discussed in
Section 6 above, were directly deposited in the MRJJ bank account on 30
August 2010:
Table 9: Loblaw Cheques Deposited in MRJJ Bank Account
Rebate period
Cheque Number
Amount
May-10
2766955
95,493
Jun-10
2796809
93,394
Total
$188,887
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10.12

We have obtained the copy cheques from Loblaw (refer Exhibit 16) and note
that they were issued to SFN, however the endorsement states that they are to
be deposited to MRJJ. Both endorsements are authorized by Jeff Hayes. Both
cheques were traced to the MRJJ bank account (refer Schedule 2 and Exhibit
15). We have not found an explanation or documentation in support of MRJJ
receiving these funds. We submit that $188,887.22 received by MRJJ was
directed by Hayes and was improper and unauthorised.
Payments from MRJJ

10.13

We have obtained a copy MRJJ’s bank statement for the period April 2010 to
March 2011 and note that all incoming funds are from SFN. The balance in the
account as of April 1, 2010 was zero. Therefore, all payments made by MRJJ
represent utilisation of SFN’s funds. Schedule 2 is a detailed listing of the
payments made by MRJJ. These payments are summarized in Table 10 below:
Table 10: Payments From MRJJ Bank Account
Description
Shubenacadie First Nation
Bank charges
Amcrest
Burchell McDougall
Burchell McDougall (recoverable from Jeff Hayes)
Other
Unknown
Cash
Chief Visa payment
Total

10.14

Amount
$264,900
171
62,600
1,383
69,171
88,480
37,200
23,000
15,000
$561,905

We note the following in respect of the above payments:


$264,900 has been returned to SFN bank accounts;



Amounts entitled “Cash” relate to cheques whose payee is “Cash”. Each
cheque is signed by Jeff Hayes. There is no evidence to show that SFN
benefitted from the cash;



The vast majority of “Other” relates to a payment of $86,015 to Fundy
Fencing Limited for play structures and swing sets. We have identified a
Fundy Fencing invoice (refer Exhibit 17) and note that it is addressed to
Indian Brook First Nation, but assume it was paid for by MRJJ. We have
reviewed SFN’s Quickbooks ledger and we are unable to identify any
payment by SFN for this amount;
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Unknown payments totaling $37,200 relate to a number of online transfers.
Handwritten notes on the bank statements variously state “Treatment
centre”, “VP” (who we assume to mean Violet Paul) and “W Hills”.
Although we cannot identify who wrote the notes we understand that Hayes
managed all the accounting for MRJJ and was the one to provide the
statements to the auditors. We have not found or received documentation
supporting these payments as benefitting the SFN;



Payment to Burchell MacDougall of $69,171 on June 28, 2010 relates to
funds in respect of personal land purchase by Jeff Hayes. We understand
that Hayes purchased a property known as the Kittiwake property. On
January 20, 2012, Hayes issued cheque #15 from his personal account
#03413-003-5197330 to the SFN in repayment of the funds used to
purchase the property. A copy of the cheque is attached as Exhibit 18.
This amount was deposited directly to SFN (into Admin bank account 100621-2) on January 25, 2012 prior to his termination. Therefore, we submit
that there has been a repayment of $69,171 of funds paid to MRJJ. The
repayment by Hayes indicates that the payment in the first place was
inappropriate and we have been advised by Council members, not
authorized by the Council;



We understand that the payment described as a payment of the Chief’s
Visa may relate to the repayment of a debt incurred by Jerry F. Sack which
he was repaying through his payroll at SFN. It is unclear why MRJJ paid
this amount and why Jerry F. Sack’s payroll deductions were not used to
pay this. Based upon the information obtained to date and the admission
by Jerry F. Sack that the amount is to be repaid it is apparent that the
payment to RBC Visa on his behalf was not for the benefit of SFN
therefore, the amount of $15,000 is considered improper or unauthorized;
and,



With respect to the remaining payments, we cannot confirm that the
expenditures were made to the benefit of SFN.
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Total paid to MRJJ
10.15

Based upon the information obtained to date, net payments to MRJJ totalling
$141,800 appear to have been misappropriated from the SFN as follows:

Table 11: Total Payments to MRJJ

Description
Invoices and payments
Payments from Tobacco Shop
Account
Loblaw rebates
Less: payments made to SFN from
MRJJ
Less: payments made to Fundy
Fencing from MRJJ
Less: amount paid by Jeff Hayes direct
to SFN
Total

Reference
Paragraph
10.2
Paragraph
10.8
Paragraph
10.11
Paragraph
10.14
Paragraph
10.14
Paragraph
10.14

Pre July
19, 2011
$83,682

July 1,
to July
18, 2011
-

Post
July, 19
2011
-

Total
$83,682

289,317

-

-

289,317

188,887

-

-

188,887

(264,900)

-

-

(264,900)

(86,015)

-

-

(86,015)

(69,171)

-

-

(69,171)

$141,800

-

-

$141,800

10.16

Amounts repaid to SFN by MRJJ ($264,900) and Hayes ($69,171) have been
deducted. In addition, the payment to Fundy Fencing Ltd. of $86,105 has been
deducted as it is plausible that playground equipment was installed on Band
lands for band member use.

10.17

The receipt of complete bank statements and accounting records of MRJJ may
provide additional information with respect to additional amounts improperly
paid from the SFN.
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11

PAYMENTS TO AMCREST
Payments from SFN Admin Account for Invoices

11.1

Based upon the accounting records, SFN has paid Amcrest a total of $72,229
from its Admin account (refer Schedule 3). Table 12 below summarises the
type of payments:
Table 12: Payments From SFN Admin Bank Accounts to Amcrest
Amount
(Pre July 1,
Description
2011)
Kerri and Kelly Oliver Consulting
$25,000
Mets services
11,435
Fisheries work/rink proposal
11,988
Friendship Centre
1,602
Wallace Hills
3,604
Accounting services
18,600
Total
$72,229

11.2

Attached as Exhibit 19 are copies of all cheque requisitions, invoices,
documentation available in respect of these payments. Of the twenty nine
payments, twenty five of the cheque requisitions have been authorized by Jeff
Hayes, two bear no signature authorization on them and the remaining two
have not been found. Only one of the twenty five requisitions which Jeff Hayes
approved has a secondary approval signature, which has not been identified.

11.3

In addition, two invoices from Amcrest, Invoice 5 in August 2009 and Invoice 21
in January/February 2010, totalling $3,475 were not available.

11.4

We have been advised that there is no service contract between Amcrest and
SFN. Nor have we found any documentation to support a service contract. We
also do not know who provided the majority of services to SFN on behalf of
Amcrest and whether Amcrest paid third parties for their services. It is unclear
why those working for or through Amcrest were unable to invoice SFN directly.
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11.5

As noted above, a number of Amcrest invoices relate to accounting services,
most of which relate to “Bank recs”. According to Schedule A of Hayes’
employment agreement (refer Exhibit 1) he was responsible for the “overall
accounting function at Indian Brook First Nation, including bank reconciliations,
payroll and bank dealings”. 14 of the invoices found, totalling $6,750 relate to
“Bank recs”, a service that Hayes’ employment agreement states that he is
responsible for. We are not aware of any documentation that confirms Jeff
Hayes’ responsibilities were changed in order for another person/or persons to
provide this service nor is it noted in the Council minutes. We therefore
question the validity of the services and whether these payments should have
been made to Amcrest.

11.6

A further $11,850 of Amcrest invoices relate to QuickBooks to Simply
accounting conversion, or other accounting services. There is nothing in the
employment agreement to suggest that Jeff Hayes’s role at SFN required him to
undertake this work outside of his employment and therefore whether Amcrest
should have been paid for these services.

11.7

The remaining Amcrest fees relate to consulting services, variously METS
consulting, Crab allocations and others. We understand from Jerry F. Sack that
Hayes took on the role of economic development officer following the departure
of a dedicated officer, however we have not been provided with documentation
stating that Jeff’s role was extended to cover this work, or alternatively whether
Amcrest was engaged to do this work in place of the former employee.

11.8

As noted above, we have been provided with no explanation as to why Amcrest
was engaged by SFN, particularly as some of the services provided appear to
already be the responsibility of Hayes. In addition, it is unclear why service
providers to Amcrest were unable to invoice SFN directly.

11.9

In addition, we note that the Amcrest invoices are consecutively numbered from
1 to 31 indicating that, at that time, SFN was the only entity invoiced by
Amcrest.

11.10

We note that there was not a proper approval process in place for services
provided by a company to which Hayes was related and therefore consider
$72,229 paid to Amcrest was improper and unauthorized.
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Other payments to Amcrest
11.11

Schedule 4 lists online payments made from SFN bank accounts to non-SFN
accounts, including Amcrest. This list was prepared by SFN’s former banking
relationship manager and the payments to Amcrest are summarized in Table 13
below:
Table 13: Payments From SFN Bank Accounts to Amcrest
July 1 to
Pre July 1,
July 18,
Post July
Account #
Name
2011
2011
19, 2011
1311240
Tobacco
137,600
10,000
1006212
Admin
16,000
5,000
1006717
Payroll
10,000
1018183
Sports
15,000
145,000
1007343
Gas Bar
7,000
5,000
5,000
1006394
Gaming
5,000
Total
$170,600
25,000
165,000

Total
$147,600
21,000
10,000
160,000
17,000
5,000
$360,600

11.12

We have been provided with limited bank statements belonging to Amcrest
(refer Exhibit 20) and of the total listed above, $101,600 has been traced to the
account of Amcrest. Our review in respect of the remaining $259,000 is
ongoing, however our review of the SFN accounts has not identified the receipt
of these amounts.

11.13

Additionally, we have identified $70,000 of cheques that have been paid to
Amcrest Management. Copies of these cheques are attached as Exhibit 21:
Table 14: Cheque Payments to Amcrest From Sports Account #101-818-3
Date cleared
Cheque #
Amount
16 Dec 09
999552
$20,000
23 Dec 09
999553
5,000
16 Jun 10
999555
20,000
16 Jun 10
999560
5,000
16 Jun 10
9995559
20,000
Total
$70,000

11.14

As noted above, we have been provided with limited bank statements belonging
to Amcrest, however we have traced the June 2010 cheques, totalling $45,000
as being deposited into Amcrest’s account. We note that all cheques have
been signed by Hayes and Jerry F. Sack. During our interviews with Jerry F.
Sack, he could not explain what these payments were for.
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11.15

Consistent with our approach to payments made by MRJJ, we have attempted
to summarize the receipts and payments on the Amcrest bank statements for
the period of April 1, 2010 to May 30, 2011, although we note that that not all
the statements are available. Schedule 5 lists these payments with details, as
available. Select payments made by Amcrest are summarized in Table 15
below:
Table 15: Payments Made to Amcrest
Description
Burchell MacDougall
Copage Proposal Development Services
Amy Hayes
Aafinity Contracting
Violet Paul
Roeland Leenes
Jerry F Sack
Total

11.16

$

$

Amount
45,000
32,500
22,069
15,000
12,000
9,021
3,000
138,590

Our review in respect of the above payments is ongoing and we caution the
reader that this analysis represents a summary of the limited Amcrest bank
statements provided to us. We note the following in respect of these payments:


$45,000 paid to Burchell MacDougall relates to one cheque with narrative
stating “Burchell MacDougall in trust”;



$32,500 paid to Copage Proposal Development Service is made up of nine
cheques. We are not aware of what services were provided by this
company to Amcrest;



$22,069.29 paid to Amy Hayes relates to numerous payments ranging from
$450 to $2,360. However, a number of these payments are for $450 which
we note is the same amount as some of the invoices for accounting
services charged by Amcrest to SFN;



$15,000 paid to Aaffinity Contracting relates to one cheque and narrative
on the bank statement states “President of Aaffinity Contracting is Jack
Osmond who Jeff’s personal land was purchased from.” The author of this
comment is unknown;



$12,000 paid to Violet Paul is made up of three cheques. We are not
aware of what services were provided by Violet Paul to Amcrest;



$9,021.43 paid to Roeland Leenes comprises seven cheques. An internet
search of Roeland Leenes indicates that he is an architect in Nova Scotia.
It is not known whether he was the architect for Hayes’ Kittiwake property,
or alternatively for Wallace Hills or some other development; and,
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11.17

$3,000 paid to Jerry F. Sack relates to one cheque. We understand from
Jerry F. Sack that this relates to a loan, however we have not been
provided with confirmation that it was repaid.

Due to the uncertainty in respect of all of the above payments and all other
payments listed on Schedule 5, absent a review of Amcrest financial
information and discussions with Hayes, we are unable to identify whether any
payments made by Amcrest are for the benefit of SFN.
Total Payments to Amcrest

11.18

Based on the above findings, we consider that $502,829 has been paid to
Amcrest which are improper or unauthorised as follows:

Table 16: Total Payments to Amcrest

Description
Payments for invoices
Other payments to Amcrest
Payments from SFN bank accounts
to Amcrest
Cheque payments to Amcrest from
Sports account
Total

Reference
Paragraph
11.1
Paragraph
11.11
Paragraph
11.13

Shubenacadie First Nation – Insurance Claim
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Pre July
1, 2011
$72,229

July 1 to
July 18,
2011
-

Post July
19, 2011
-

Amount
$72,229

170,600

25,000

165,000

360,600

70,000

-

-

70,000

$312,829

25,000

165,000

$502,829
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12

OTHER TRANSACTIONS

12.1

Our review of SFN bank account #101-818-3 identified a payment of $6,000 to
Shubenacadie Home Hardware. This cheque (refer Exhibit 22) was signed by
Jeff Hayes and Jerry Sack. We understand that SFN does not use this store for
its purchases and it is therefore unclear as to the purpose of this payment.
Absent a plausible explanation from Hayes or sufficient supporting
documentation, we submit that this payment is improper and unauthorized.
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13

CONCLUSION

13.1

Based on the above, we consider the following amounts to be have been
obtained by Hayes, MRJJ or Amcrest through improper or unauthorized means:
Table 17: Summary of Questionable Amounts

Description

Reference

Payments to Jeff Hayes
Payments to MRJJ
Payments to Amcrest
Other payments
Total

Section 9
Section 10
Section 11
Section 12

13.2

Pre July
19, 2011

July 1 to
July 18
2011

$57,065
141,800
312,829
6,000
$517,694

1,050
25,000
26,050

Post July
19, 2011
82,036
165,000
247,036

Amount
$140,151
141,800
502,829
6,000
$790,780

Our conclusions set out above represent the extent of our review to date and
we refer the reader to the limitations of our work listed in Paragraph 4.3 above.
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14

RESTRICTIONS AND LIMITATIONS

14.1

This Report is not intended for general circulation or publication, nor is it
intended to be used for any purpose other than to advise Pink Larkin, or as
outlined in the Terms of Reference noted at Section 1 of the Report. We will
not assume any responsibility or liability for losses suffered by any party as a
result of circulation, distribution, publication, duplication, reproduction, or any
use of this report contrary to the provisions of this Paragraph.

14.2

We reserve the right, but will be under no obligation, to review all calculations
and comments included in or referred to in this report and, if we consider it
necessary, to revise our comments in light of any information existing at the
date of this report that subsequently becomes known to us.

14.3

Our Report must be considered in its entirety by the reader. Selecting and
relying on specific portion of the analyses or factors considered by us in
isolation may be misleading. The procedures performed do not constitute an
audit and an audit has not been performed on the financial information.

MNP LLP
Chartered Accountants and Business Advisors
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