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Objectives: Gaining Understanding

What is ethics?

Why does it apply to me?

What could go wrong?



Definition of Ethics
Ethos: is the origin of the modern English word ethics

Ethos: Greek word meaning “character” used to 
describe the guiding beliefs or ideals that characterize a 
community, nation, or ideology.



Professional Ethics
Professional ethics guide the personal conduct of members of 
a given profession

Most professional groups have written codes of ethics with 
common themes:

o American Council of Engineering Companies (ACEC)
http://www.acec.org/

o National Society of Professional Engineers (NSPE)

http://www.nspe.org/index.html

o American Society of Civil Engineers (ASCE)

http://www.asce.org/

o Royal Institution of Chartered Surveyors (RICS)

http://www.rics.org/us/

http://www.acec.org/
http://www.nspe.org/index.html
http://www.asce.org/
http://www.rics.org/us/


5 Principles of Ethics in Engineering

Integrity
Act with integrity

Service
Always provide a high standard of service

Trust
Act in a way that 

promotes trust in the 
profession

Respect
Treat others with respect

Responsibility
Take responsibility

“Behaving ethically is at the heart of what it means to be a professional; it distinguishes professionals 
from others in the marketplace.”



1. The quality of being unimpaired; soundness

2. Moral uprightness; honesty

3. Unity; wholeness

Integrity
Act with integrity



• Be open and transparent  - would your actions stand up to scrutiny? 

• Be trustworthy 

• Share appropriate and necessary information

• Respect confidential information 

• Do not allow bias, conflict of interest, or the undue influence of others to 
override your professional or business judgements and obligations

• Make clear to all interested parties when a conflict of interest, arises between 
you or your employer and your client

• Do not offer or accept gifts, hospitality or services

• Act consistently when making decisions or providing advice

Integrity
Act with integrity



1. The act of helping or doing work for another or for the public

2. Assistance or benefit given to someone 

Service
Always provide a high standard of service

Service
Always provide a high standard of service

Integrity
Act with integrity



• Educate client to allow for informed decisions 

• Be clear about what service client wants and the service you are providing

• Act within your scope of competence 

• Manage and set expectations with sub consultants to ensure a complete 
engineering solution

Service
Always provide a high standard of service



1. Deferential esteem felt or shown toward a person or 
quality

2. To show regard or consideration for

Respect
Treat others with respect

Integrity
Act with integrity

Service
Always provide a high standard of service

Respect
Treat others with respect



• Treat everyone with same level of professional courtesy, 
politeness, and respect and consider cultural sensitivities and 
business practices

• Respectful behavior should naturally extend to your every day 
life and be exhibited at all times

• Treat everyone fairly; be sensitive to race, gender, sexual 
orientation, age, religion, country of origin or disability

Respect
Treat others with respect



1. The ability to act independently and make decisions

2. A duty or task that you are required or expected to do

Responsibility
Take responsibility

Integrity
Act with integrity

Service
Always provide a high standard of service

Respect
Treat others with respect

Responsibility
Take responsibility



• Act with skill, care and diligence

• Be accountable for your actions

• Fulfil your obligations

Responsibility
Take responsibility



1. A charge or duty imposed in confidence or as a condition of 
some relationship

2. Something entrusted to one to be cared for in the interest of 
another

Trust
Act in a way that promotes trust in the profession



• Generating trust is essential to the credibility of the profession

• Understand how actions affect others and the environment, if 
appropriate, question or amend that behavior

• Demonstrating the ability to provide an explanation for your 
proposed solution

Trust
Act in a way that promotes trust in the profession



"Engineers, in the fulfillment of their professional duties, shall: Hold paramount the 
safety, health, and welfare of the public.”

--National Society of Professional Engineers

Trust
Act in a way that promotes trust in the profession

Integrity
Act with integrity

Service
Always provide a high standard of service

Respect
Treat others with respect

Responsibility
Take responsibility

Trust
Act in a way that 
promotes trust in 

the profession



Case Study #1:
City of Victorville v. Carter & Burgess

The Foxborough Project

Lesson Learned: Engineers can take on 
fiduciary responsibility



Fiduciary Obligations of 
Professionals

“Persons who, by reason of special training and licensure by the state, 
have the right to call themselves ‘professionals’ . . generally have 
fiduciary duty towards their clients with respect to the matters in 
which they are retained.”

When the professional is in control of the relationship and in charge 
of its subject matter – Fiduciary obligations will be applied

The Law of Fiduciaries, Chodos (Blackthorne Legal Press 2000)

You are the Trusted Expert! Duty is not dischargeable

Bad faith is not necessary – ignorance or negligence is enough



The Foxborough Project 
Never completed 17.5 Megawatt 
Power Plant

Planned and designed by Carter & 
Burgess (C&B) for the City of 
Victorville



City of Victorville
Increase revenue and add jobs 

Entice companies to locate to city

Two customers want to locate to 
Victorville

◦ Nutro – dog food manufacturer

◦ ConAgra –food processing 
company

Provide power at rates 10% lower 
than SCE rates



C&B Agrees to “Do it All”



C&B Duties under Agreement
Responsible for solving how to provide power at a discounted rate

Two options presented to City:
1. Build a Power plant

 C&B will design and engineer

 Act as construction manager

2. Provide power from SCE at a subsidized rate

 No further work for C&B



C&B Tasks
Prepare a Proforma comparing both options

◦ Capital Cost to Build Plant

◦ Cost to provide power using SCE

Building a Plant Option
C&B evaluation of customer future power needs

o How big a plant to build? Load estimates
o How much revenue the plant would generate? Revenue 

Projections

Reliable Loads Estimates
CRITICAL to Accurate Revenue Projections



City Relies on Estimates
Financing contingent on revenue projections by C&B

City completely dependent on C&B for Revenue Projections



 Revenue projections are WRONG

 C&B fails to consider gas price escalation

 Proforma shows building plant as only options 

 C&B uses wrong Capital Cost Estimates 

 C&B was the agent of the city

What Went Wrong



Capital Cost Escalates 
Unchecked

$22M

$64M

$35M

$41M

Initial Estimate

2005  - Proforma

Actual C&B 
Estimate

2006 -
Additional Capital 
to complete



Proceedings
 C&B filed a complaint seeking $106,196.00 for Services on 

Foxborough even though ALREADY PAID $8,222,810

 C&B left City of Victorville with a failed project

 City of Victorville counterclaimed for the total amount of 
damages caused by C&B

$52,116,367
Total Recovery 



Jury Found: Breach of 
Fiduciary Duty
 Fiduciary Obligation: C&B knowingly undertook an obligation to act 

on behalf and for the benefit of City

 C&B Breached the Duty:
 Failed to explain the risks, the costs, and the alternatives to doing 

something

 Took on responsibility for financial performance of project 

 Did more than compile data – made financial projections which City  
relied upon



Damages
 If C&B acted as a reasonably prudent engineer and provided proper 

revenue projections, the plant would have never been built

 The city damages – entire cost of project

$52,116,367



How to Avoid Taking on 
Fiduciary Responsibility
 Do not guarantee performance – financial or otherwise
 Do not provide financial advice 

 Provide adequate qualifiers regarding estimates and financial performance

 Do not combine functions of Owner’s Engineer and Design Engineer

 Avoid statements of reliance – in contract, orally, or other writings

 Be clear that your role as the engineer is to provide options + solutions –
not final decisions



Cannon Design v. United States Department of 
Veterans Affairs 

Lesson Learned: Don’t make/take bribes 

Case Study #2:



Background: The Design Firm 
The design firm:

 Privately held architecture and engineering firm

 Headquartered just outside Buffalo, NY

 900 professionals and staff 

 Significant player in government market 
 Close to 8% of revenue derived from federal contracts, a significant portion of 

which came from the VA 

 In combination with state, local, and foreign-government contracts, total 
government contract work makes up almost 50% of its business



The House of Montague 
 William Montague: served as 

director of the Cleveland VA Medical 
Center from 1995 – 2010

 Served as Director of Dayton VA 
Medical Center 2010-2011

 2010 established consulting firm “The 
House of Montague”

 2011 entered into consulting contract 
with the design firm 



The Emails 
 March 14, 2011: “One of Montague’s jobs will be to fill up the bucket 

by directing task orders toward our contract.” 

 “We have two more $15MM buckets to fill….That’s a lot of shoveling to 
get to $30MM…Bill has the relationships to help us maximize the 
contracts….On the VA major construction front here is the list of 
medical centers and their approximate construction cost in the 
pipeline: 
 West Los Angeles, CA: $750MM

 San Francisco, CA: $125MM

 Reno, NV: $115M

 Alameda, CA: $225MM

Montague told us about these before they were advertised, which has 
allowed us to get an early start in developing the team.  If we bring him on 
board, he can help us pull in one or two of these large projects.” 



The Emails
 In connection with a project list that was provided by Montague to 

Design Firm: 
 “This is confidential.  Please don’t distribute.  This document is not 

classified or secret, but it is not intended for public distribution.  If it 
was intended for public consumption, it would be on the internet.  
Keep it close to the vest, so that we don’t put our consultant in an 
awkward position.” 

 Regarding how long Design Firm would need to use Montague as a 
consultant: 
 “I do not see Bill’s contract running on forever…..Currently, Bill is the 

interim Medical Director of VA Dayton.  As such, he has extraordinary 
access to information.  When that position ends, his access and 
influence will begin to diminish.” 



The Headlines 





What Happened? According to 
the Indictment…..
Montague used his position as Dayton VA Medical Center Director to:

 Enrich himself and House of Montague by soliciting and accepting gifts, 
payments and other things of value from the design firm in exchange for 
valuable actions (awards)

 Solicit funds and a consulting contract from the design firm in exchange 
for confidential information related to VA contracts and projects (allowing 
Business 75 to have a competitive advantage)

 Gave false and misleading information to VA employees about his reasons 
for needing confidential information related to the projects 

 Double billed the VA and the design firm as a consulting client for the 
same expenses, trips, etc. 

 Provided the design firm with a secret list called the “mother lode” 
containing all of the planned new VA medical centers that would be bid 
out for construction through 2022 



Design Firm Disbarment 



Disbarment and the 
Complaint for Reinstatement 
 Design Firm Complaint for injunctive relief against the VA for the 

unlawful suspension from receiving federal contracts, subcontracts, 
and awards 

 Remaining in good standing with the U.S. Government is critical to 
maintaining qualifications for most other government and 
commercial contracting work 

 As of the time of the Complaint, Design Firm alleges to have lost 
$5MM in fees as a result of the suspension

 Potential to lose in excess of $100MM in fees based on the 
suspension



Impact
DESIGN FIRM PRINCIPAL

 Principal was convicted of:

o Racketeering

o Conspiracy 

o Embezzlement

o Bribery

o Theft of Public Money

o Mail and Wire Fraud

 Will serve 21m – 6 yr. in prison

 Forfeit $70,801 in proceeds resulting 
from the illegal dealings

 Pay possible fines between $10,000 and 
$250,000.

MONTAGUE 
 Required to pay in excess of $400,000 

in fines, restitution, and forfeiture

 Serving up to 6.5 years in prison 

 Plead guilty to 64 corruption-related 
charges 



Case Study #3:
MICHAELS v. CH2M Hill, Inc. 

Lesson Learned: Engineers have a
responsibility to protect society



The Project 

 Built in 1977

 CH2M Hill hired in 1998 as 
engineering consultant for a 10 
year capital improvement project 
to upgrade and retrofit the 
sewage plant

 Scope: 
 Design and manage an upgrade to 

and redesign of the recirculation and 
heating systems for the digesters

 Provide on-call services for plant 
operations

Owner: City of Spokane
Project: Spokane Riverside Park Water Reclamation Facility



The Loss of Life 
 May 2004: A digester dome at Spokane’s sewage treatment plant 

collapsed. The collapse dropped a gentleman named Mike Cmos
into sewage sludge, where he drowned.  The trial judge noted that 
“Mike Cmos arguably suffered one of the most disgusting and 
terrible deaths imaginable.” 

 Two other City of Spokane employees were injured in the collapse 



What Happened?
 Plant had been struggling to keep the temperature on the digester 

tanks high enough

 Engineer suggested using valves to separate material flow and 
redirect sludge

 City suggested using skillets as more expeditious and less expensive 
option



Engineer Found Responsible 
Engineer found to have breached the standard of care by failing to: 

 Perform an engineering analysis of the ways in which the modification 
involving the flow separation may affect use and operation of the 
plant;

 Inform the plant supervisors of the results of such engineering 
analysis; and 

 Put the engineering analysis in writing 



Damages 
 $6.5 Million ruling against the Engineering Firm 

 $22,000 for 16 violations of worker safety rules and $6,000 for 
releasing sewage into the Spokane River 



What About the City?
1. Did not maintain a reasonable fail-safe overflow system

2. Had an inaccurate sludge measuring system

3. Poor/no chain of command

4. Did not have good standing orders

5. Did not activate an emergency gravity overflow system

6. Did not stop transferring sludge into the digester when it got to 28 ft

7. Did not stop transferring sewage at 2 a.m. 

8. Did not properly set valve

9. Put humans in harms way 



From the Court
Design professionals have long had a duty of care recognized at law. 

“Professionals, including engineers, owe a duty to “exercise the 
degree of skill, care, and learning possessed by members of their 
profession in the community.” 

-Affiliated FM Ins. Co. v. LTK Consulting Servs., Inc. 



Lessons Learned
1. Engineers can take on fiduciary responsibility

2. Don’t make/take bribes

3. Engineers have a responsibility to protect society



The Honest Engineer
“ I consider the honest engineer the most valuable asset of this 
Government. These are the reasons; Dishonesty in any other branch of 
the service can be overcome in some way. In some way we can recover 
from it: in some way we can rally from it. But dishonesty on the part of 
the engineer is always so far reaching, in the loss of property, of money, 
of time, of human lives, that dishonesty on the part of the engineer is 
irreparable.”

--President William Howard Taft at Georgia Tech, May 11, 1911.



Bibliography
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Case No. 1:15-cv-01427-RDM; United States of America v. Mark Farmer, 
Case No. 1:14 CR 362

The Law of Fiduciaries, Chodos (Blackthorne Legal Press 2000)



Questions?


