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THE FINDINGS AND RECOMMENDATIONS of any judicial inquiry are
always those of the presiding judge, and these inquiries are no exception.
But that is far from asserting that I did or could have conducted these
inquiries alone. The complexity of the job outlined in my terms of reference called for a team with a wide range of abilities. I was extremely
fortunate to have a team that met every need with skill and a very necessary touch of good humour.
Behind the scenes, a judicial inquiry is packed with stress. Expectations
are high, the spotlight of public scrutiny is trained on the proceedings, and
the commissioner must be conscious of the mounting cost to the taxpayers.
At various times and for various reasons, there are people who hope or
expect that the inquiry will fail in its objectives. Under those pressures, the
inquiry team walks a tightrope between compassion for those incidentally
swept up in the proceedings and hard-nosed persistence toward those trying to evade exposure. Maintaining balance is essential, but difficult because
absolutely everyone must be treated fairly and heard with an open mind.
An inquiry team is a bit like a submarine crew, thrown together to work
under difficult conditions while weeks stretch into months and then years,
submerged in the tightly sealed vessel of confidentiality. It takes a special
group of people just to function in that environment, much less excel. Yet my
team made excellence seem easy. I owe them an immense debt of gratitude.
Ron Manes was my lead counsel for the first of the two inquiries I conducted, the Toronto Computer Leasing Inquiry. I was fortunate to have
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him. Open-minded and wise, he brought a level of integrity and persistence
to the special role of commission counsel that set an exemplary standard for
the entire legal team. His good humour and tightly honed insight brought
us safely through every dark cloud we encountered on his watch.
David Butt was my lead counsel for the second inquiry, the Toronto
External Contracts Inquiry. He plunged into his task with skill, enthusiasm,
and determination, yet all the while exemplified the unbiased and thoughtful approach so essential to the role of commission counsel. David’s
tirelessness and probity were constant, from the first day to the last.
Patrick Moore was a balanced, objective, and evenhanded senior addition to my team of counsel. He cheerfully rolled up his sleeves and mastered
all the intricate technicalities of leasing we needed to know. His contribution was vital.
Daina Groskaufmanis was an astonishingly versatile part of my legal
team. Attentive, keen, highly organized, indefatigable, scrupulously fair,
and relentlessly optimistic, she did many things so very well. Daina became
so interested in public inquiries generally that she has now headed off to
Harvard, on a scholarship, to study them further.
Judicial inquiries must get to the bottom of the problems described in
their terms of reference. Trained investigators can help enormously. Bill
Blake co-ordinated an investigative team second to none. An accomplished
detective for decades, Bill displayed in abundance his persistence, sharp
intuition, and uncanny talent for sniffing out red herrings and lies. He was
ably assisted by Brian Clark, another experienced, no-nonsense former
detective who always got the job done.
In the Inquiry Process volume, I have emphasized the key role played by
junior counsel, at the outset of an inquiry in particular, in assembling the
vast quantities of documentation and interview notes into a manageable
stream of information for the public hearing room. For all of their diligent
service throughout the inquiries—beginning, middle, and end—I would
like to thank Zachary Abella, Barrie Attzs, Julie Dabrusin, Leanne
Notenboom, and Christopher Thiesenhausen. The amount of material to
be assessed and organized at every stage of these inquiries was daunting, but
they collectively rose to the challenge with enthusiasm and seemingly endless energy. Motherhood took Julie away from us early, and we lost Barrie
and Chris early to the lure of private practice. Leanne and Zach were indis-
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pensable to the very end, displaying all the dedication and perseverance necessary to finish a very long and difficult journey with style.
The multi-layered process of writing this report began almost at the very
beginning of the inquiries themselves. Ronda Bessner, assisted by Julia
Milosh and Jodie Graham, worked steadily from the outset, receiving transcripts from the hearing room and carefully organizing and distilling the
evidence, issue by issue and witness by witness. Ronda had fulfilled this role
at the Walkerton Inquiry and went on to do the same for the Ipperwash
Inquiry, which is still ongoing as I write this report. Ronda and her team
displayed great diligence, reliability, and meticulous attention to detail.
It is impossible to run a full judicial inquiry inexpensively. The
Honourable Patrick LeSage, then Chief Justice of the Superior Court of
Justice, advised the City of this inevitable reality when the City first
approached him about the task. He was proven right. However, whether the
cost is great or small, the public has a right to expect that the money spent
on a public inquiry will be spent wisely and cautiously. The weight of this
important public expectation fell first and foremost on my shoulders and I
delegated it to my Chief Administrative Officer, David Henderson. He was
more than up to the task and carried the load extremely well. Dave came to
me fresh from discharging the same role successfully at the Walkerton
Inquiry, so he brought the rare and valuable commodity of prior inquiry
experience. He held my entire team accountable for what they spent, insisting that every penny be justified. He stood up to a group of bright and
motivated lawyers hot on the investigative trail and insisted on appropriate
fiscal restraint. He did this with finesse and resolve. The public was well
served by Dave and so was I.
Another team member who came to me with invaluable prior experience
at the Walkerton Inquiry was Peter Rehak, our communications officer.
Peter was a critical fulcrum in the machinery of these inquiries. I have often
emphasized the importance of ensuring that a public inquiry is accessible to
the public in the broadest sense. Peter helped me greatly with this essential
task. From maintaining the website, to meeting the needs of all members of
the media, to helping commission counsel and me with our public communications, Peter at all times provided the experience and know-how I came
to depend on. Peter was capably assisted in maintaining the website by
Djordje Sredojevic and Ljiljan Vuletic. In an era of instantaneous computer
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communications, public expectation about website accuracy and currency is
extremely high, and these high expectations were consistently met.
The late Pierre Berton once wrote that a good editor is a gift from
heaven. If this is true, my editor, Agnes Vanya, must have wings. By e-mail
or in person, she was at my side constantly, through draft after draft of the
report. She brought an inspiring combination of passion for her job, clearheaded objectivity, and an eagle eye for editorial detail. She did everything
an editor can possibly do to improve a writer’s prose. Deficiencies that
remain are my responsibility alone. Agnes had the invaluable help of book
designer Jean Lightfoot Peters.
The glue that holds all of these disparate team functions together is of
course support staff. At the centre, Clita Saldanha was cheerful, fiercely
loyal, and conscientious. Ann Dancy managed to be both easygoing and
hard-working. And my executive assistant and document co-ordinator,
Heather Hogan, was everything I could hope for: energetic, attentive, perceptive, discreet, and pragmatic. She radiated competence.
The hearing room is where the most visible part of a public inquiry
unfolds. If the inquiry is to have an efficient public face, the hearing room
must operate with seamless precision. My hearing room team made sure
that always happened. For a long smooth run, I am indebted to: court
reporter Carol Geehan; registrars Joyce Ihamaki, Dorothy Button, and Janet
Smith (whom I took to calling “Radar” because she always seemed to know
in advance what I was going to need); soundmen Bernie Sandor, Kevin
Best, and Cam Wheeler; and my deputy, Robert Gray.
There is always a private face to a public inquiry. The many colleagues
who helped me throughout this endeavour are acknowledged in the Inquiry
Process volume. Beyond that, I owe my gratitude to the families and close
friends of my commission counsel and staff, who supported them
unselfishly when the inquiries’ demands, and mine, were most pressing. I
made my counsel and staff drive themselves unremittingly to get the job
done effectively, fairly, and on budget. Someone had to lovingly replenish
their energy at the end of the very long working days.
On a personal note, I want to acknowledge the one who so lovingly
replenished my own spirit at the end of those very long working days: my
husband, Ian Cummings. For a judge, a public inquiry is a commitment of
time and energy significantly more than that of even a very long trial, but
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that commitment also tests the forbearance of the judge’s spouse. I am
blessed to have a husband whose unwavering love, encouragement, and support sustained me as the months stretched into years. He believed in the
importance of my task, and his enthusiasm kept me inspired.
Finally, to my caring family, friends, and colleagues: I am grateful for
your kindness, your encouragement, and your patience.
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P REFACE

WITH THIS REPORT, I pass a torch to the Mayor and Toronto City Council.
The job they gave me to do is done. The physical product of the work, my
report, now belongs to them and, through them, to the people of Toronto.
Some of the events I examined in these two public inquiries were sensational, and some became more sensational as the inquiries progressed. As
the inquiries investigated and sifted through evidence of past events and
probed matters of good municipal governance, time did not stand still for
Toronto. During my mandate, the people elected a new Mayor and
Council, and debate began on important, fundamental questions about the
future governance of the City. City government took action on many of the
systemic weaknesses that, one way or another, had led to the inquiries. For
all of those reasons, this report has been awaited with great interest in some
quarters.
The stories told in this volume unfolded against the backdrop of the
approaching millennium and the uncharted territory of a municipal reorganization on a scale unprecedented in Canadian history. Several major
computer acquisitions and contractual transactions went awry in those difficult times. It was my job to unravel what happened, find out what went
wrong, and most important, I think, make recommendations that might
prevent the same or similar mistakes in the future. In so doing, I guided
myself by five principles: fairness, thoroughness, efficiency, accessibility, and
cost-effectiveness, each of which is discussed in more detail in Volume 3,
Inquiry Process.
23
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This report covers two inquiries: the Toronto Computer Leasing Inquiry
and the Toronto External Contracts Inquiry. How I came to be conducting
both of them is also told in Volume 3. The subjects of the two inquiries
were intertwined, with some of the same people playing a role in both.
When I was appointed to the second inquiry, I made it clear that I would
write only one report on all of the matters in both sets of my terms of reference. For the reader’s convenience, in the chapters that follow in this
volume, I have referred simply to “the inquiry.”
It was my task to scrutinize some specific transactions. The first three
were in my terms of reference for the Toronto Computer Leasing Inquiry,
and the second three were in my terms of reference for the Toronto External
Contracts Inquiry:
1. In late 1997, new computers were leased for the members of the
amalgamated City’s first City Council, who would take up their
duties on January 1, 1998.
2. From 1999 to 2001, the City leased several tens of millions of dollars’ worth of computer equipment through MFP Financial Services
Ltd.
3. In 1999, the City leased 10,000 licences for Oracle software, used to
run the City’s financial planning and human resources software.
4. An integrated tax billing system, known as TMACS, was developed
for the City as amalgamation approached.
5. As the year 2000 drew near, the City acquired computer hardware
from Dell Computer Corporation to meet its Y2K-compliance
needs.
6. From 1998 through 2002, the City made extensive use of the IT consulting services of Ball Hsu and Associates Ltd.
Serious questions arose about all of these transactions, and investigating
them thoroughly, calling all the witnesses, and writing this report took the
better part of three and a half years.
As the stories in this volume will make very clear, people made mistakes.
Some people disgraced themselves, failed in their duty to their City, lied,
put self-interest first, or simply did not do their jobs. Many City processes
and procedures were simply not yet up to the high standards the people of
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Toronto had a right to expect. City staff had inappropriate relationships
with vendors. Some people were not showing the leadership expected of
them. Lines of responsibility and accountability were unclear or nonexistent. There was poor communication between people who should have been
talking to one another and excessive communication between people who
should have stayed at arm’s length. I have clearly identified those people,
what they did, and what I thought of them.
At the same time, the enormous challenges faced at the time of those
events, and the difficult transition Toronto accomplished with success,
make the whole picture anything but simple. Human failings and systemic
flaws were revealed in six major transactions, yes, but it was a time of cataclysmic structural change, and the entire story cannot be considered simply
in terms of the few who failed the challenge.
As a judge conducting an investigation, I necessarily had to devote attention to the possibility of wrongdoing. There is no need for an investigation
if everything is fine. The unfortunate side effect of any investigation,
though, is that many of the good things people have done are often pushed
to one side in the effort to uncover any wrongdoing. At the same time, the
news stories focus on wrongdoing, and scandal captures the public imagination. Often, those working close to the wrongdoers in such stories,
though entirely innocent themselves, are tainted by mere proximity to
them. This is profoundly unfair. By their actions, these few may taint public perception of public service generally.
I am more convinced than ever of the nobility of public service as a vocation. Throughout the inquiries, I was deeply impressed by evidence of the
quiet dedication of the vast majority of those who serve the people of
Toronto. I met several such individuals when they stepped into the witness
box. Where possible in the context of reporting on the inquiries, I have
drawn attention to the rule, rather than the exception. The City can be justifiably proud of its staff.
Judicial inquiries have no power to put people in jail, find them guilty
of crimes, fine them, or find them liable to pay damages. They have no
power to order change. I have emphasized these limits on my task, publicly
and often, in the past three years, but it bears repeating now. With the
release of a final report, everyone must understand that a judicial inquiry
cannot punish the guilty or force into being a new order of things. An
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inquiry is simply an investigation, and the commissioner’s report is simply
findings of fact and statements of opinion. These should not be perceived
as findings of criminal or civil liability. This is important. The power of a
judicial inquiry flows partly from its public nature and the public airing of
the issues, and partly from the necessarily impartial voice speaking of the
events examined.
Witnesses in a public inquiry testify under oath. Examination and
cross-examination of the witnesses draws out the facts in order to get at
the truth. That was the job of commission counsel and the lawyers representing witnesses and parties with standing. Finding where the truth lay
was my job.
When different people, all of whom promised to tell the truth, tell different versions of the same event, how is it possible to arrive at a single,
authoritative account? There is no universally applicable formula, human
affairs being what they are, but there are some general principles that judges
impart to juries:
•
•
•
•
•
•
•
•
•
•

How well was the witness able to observe the events?
How good is the witness’s memory?
How well can the witness describe what he or she saw?
Is the witness’s evidence internally consistent?
Is the witness’s account consistent with other reliable information?
Does the witness’s story change at all under cross-examination?
Is the witness evasive or hostile?
Has the witness earlier said something different from his or her testimony?
Is the witness’s evidence consistent with common sense?
Does the witness have a reason to lie?

In the 214 hearing days of these inquiries, I had just about every kind of
witness. Some were insightful and even painfully honest. Some guessed.
Some exaggerated. Some wiggled and wriggled and tried to bluff their way
out of tight corners. And some had so much explaining to do that their
tasks were virtually impossible from the outset. Some lied outright, and
some skated around the truth. But at the end of the long evaluation and
deliberation process, I was able to reach conclusions about every witness
before me. Which brings me to the liars.
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A small number of witnesses engaged in an audacious pattern of what
they seem to have considered strategically appropriate lying. It served
nobody’s interests, including their own.
The liars failed. They did not fool me, and they probably did not fool
anyone else. The liars robbed themselves of any natural sympathy available
to someone who does wrong but bravely owns up to it. Instead, they presented themselves as hardened, self-interested cynics, without regard for
anything other than saving their own skins. The liars also forced the
inquiries to spend hundreds of hours and countless taxpayers’ dollars to
expose the lies. I am deeply concerned about the broader corrosive social
effects of such flagrant, strategic lying. It only encourages an already cynical public to distrust anyone moving in or around political circles. This is
unfortunate, because the democratic process depends in large measure on a
presumption that governments and the people who deal with them can be
trusted.
At all times while evaluating the evidence of the many witnesses who
appeared before me, I tried to do so through a lens of understanding. I
understood how difficult it was for people to step so far out of their everyday lives and to relive difficult moments in the harsh glare and foreign
atmosphere of a public inquiry hearing room. Sometimes their distress was
obvious, and I made allowances for that when considering their testimony.
Most witnesses bore their discomfort with dignity and good grace, and for
that I am thankful.
At the end of every witness’s testimony, I asked them if they had anything to add, or whether they had any suggestions that they would like to
leave with me on how to improve matters at the City. Many responded with
thoughtful suggestions, and some of those have become recommendations.
I am grateful to them for their insight.
I afforded every party affected an opportunity to know the evidence
gathered and to respond to it. After the hearings, all of the parties were
invited to make closing submissions and reply submissions, and I considered all of them carefully.
Lawyers for the witnesses and parties with standing have an important
role to play in an inquiry, and counsel who appeared before me in these
inquiries can all take justifiable pride in a job well done. Counsel for the
City of Toronto had a bigger job than counsel for any other party, in that
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their job stretched from the very beginning to the very end. They performed
every part of it well, but I particularly want to comment on their written
submissions on behalf of the City. They were exhaustive in detail, comprehensive in scope, and very helpful to me. They did a stellar job of setting
out the facts.
Naturally, I have not addressed in this report every issue in the same level
of detail as I did during the public hearings. These inquiries generated thousands of pages of documents, transcripts, and submissions. My terms of
reference required me to look at a great many things that it takes a lot of
time to examine but few pages to explain. I could have gone into the same
level of detail in this report as I heard in the evidence in the inquiries, but
there was no need. The story had been told publicly, the public had heard
it, I had heard it, and that was enough. What remained was for me to distill it all into these four volumes.
Those who have read public inquiry reports before will perhaps find
mine a little unusual. One difference that will be apparent to the reader in
the pages that follow is that I have set out the evidence of the six transactions more like a story than judges, including me, would usually do.
Throughout the inquiries, I was committed to accessibility, among other
guiding principles, and I wanted this report to be as accessible to readers as
possible. This is a report to City Council and, through it, to the public. I
wanted every member of the community who wanted to read it to find it
approachable. The events were complex, but the story is an interesting one.
It is really about democracy, and it should be of interest to every Toronto
resident. I wanted to tell that inherently interesting story in an interesting
way, using language more like natural speech than is usual for a report,
including using contractions in this volume.
I want to emphasize one point, however. When writing a judgment, it is
usual for judges to compare and contrast what one witness said on a subject
with what another said about it. I did not do that here. First, this is not a
legal judgment; it is a report. Second, I wanted to tell a readable and easily
digestible story in a manageable format. For that reason, there are occasions
when I refer to something as a fact without indicating that someone else
said something differently. This is not because I have forgotten it, ignored
it, or did not hear the other version. In those cases, I have written only
about the version I accepted.
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My views will, I hope, be quite clear to the reader. But judges in court
operate under different legal standards and with different rules of evidence
than a public inquiry does. Because of those differences, a judge in court
might not have reached the same conclusions I have reached in the public
inquiry setting. That was another important reason I chose a less formal
style for this volume: I would not be making legal findings of guilt or liability, and I did not want my prose to suggest that I was.
Volume 2 of this report, Good Government, is aimed at a different audience. It contains my recommendations and commentary on the areas
addressed in the inquiries, grouped according to broad governance themes.
The appendices contain the valuable research conducted on governance
matters for the inquiries. Volume 2 is aimed primarily at those who work in
areas related to municipal governance: staff, politicians, and academics. Yet
I hope it will be of interest to the public generally. I consider good government matters to be the heart of my report. They are the root of the events
examined in the inquiries, and they are the issues that will ultimately affect
the residents of the City the most.
Volume 3, Inquiry Process, is intended to be of assistance to municipalities or other levels of government considering calling a public inquiry,
judges appointed to conduct one, members of the legal profession who
might be involved in future public inquiries, and anyone who might be
interested in how these inquiries worked behind the scenes. It explains the
inquiry process, the procedures I put in place, and practical details like setting up an inquiry and dealing with the documents.
Volume 4 is an executive summary of this volume, along with my recommendations, but without the commentary found in the Good
Government volume.
All of my report is also available on CD-ROM. I decided to make my
report available on CD to make it easier for people to find the information
they want. The entire report will be available on the inquiries’ website,
www.torontoinquiry.ca, for a year after this report is released, and will also
be available on the City’s website, www.toronto.ca/inquiry.
Public inquiries are, obviously, public. It was my aim from the very
beginning, and throughout the inquiries, to keep this one as public as
possible. The hearings were open to the public, and the inquiries’ website
had full transcripts, submissions by the parties, all of our governance
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research, and a host of other information. Even the many thousands of
documents we collected were available for public inspection unless they
were explicitly confidential, although the volume was simply too great to
put them all on our website. I made public statements explaining what
was going on in the inquiries. I also did my best to accommodate the news
media, and they in turn assisted me in the task of disseminating information about the inquiries to the public, with both sustained coverage and
insightful commentary.
Public inquiries are called to address a pressing public issue. The inquiry
judge is asked not only to find out what went wrong, but to give his or her
best advice on how to improve matters. An essential part of my terms of reference was to make recommendations for the good governance of the City.
For the last three years, I have had a virtually unparalleled opportunity to
look at some of the inner workings of the City’s government. I also had the
task of examining, in deep detail, the particular governance issues I have
addressed, including a study of practices in many other jurisdictions in
Canada and elsewhere. I devoted a separate inquiry phase to those issues.
My recommendations flow from all of that experience.
I have made 241 recommendations aimed at improving practices in
ethics, governance, lobbying, and procurement. These recommendations
are the most hopeful part of this report. They are forward-looking and are
offered with well-founded optimism that things are getting better and can
continue to improve. They are directed to the City of Toronto, of course,
but their general principles are equally applicable to other municipalities
and other levels of government.
Much can change in three years. The final stage of the inquiry process,
before I started writing my report, was to investigate what had changed and
how. City staff were enormously helpful in this and I have briefly summarized the results in the concluding chapter of this volume. The City of
Toronto is to be commended for a great deal of important reform, some
commenced and some completed since the inquiries began. Yet a few disturbing signs remain that even after the sustained and very public
experience of these inquiries, some people who should be changing their
ways still do not see the need.
There are lessons for some of those individuals in the stories that follow—lessons about the dangers of unchecked arrogance, power,
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complacency, and self-interest. The experience of others is a powerful
teacher for those willing to learn.
The White Rabbit put on his spectacles. ‘Where should I begin, please, your
Majesty?’ he asked.
‘Begin at the beginning,’ the King said gravely, ‘and go on till you come to the
end: then stop’.
Lewis Carroll, Alice’s Adventures in Wonderland, quoted by London: The
Law in Literature (Simon & Schuster, 1960), p. 17.

I. A S MALL C RACK
R EVEALS A B IG P ROBLEM

There is a crack in everything / That’s how the light gets in.
LEONARD COHEN

IT WAS ONLY A SINGLE PHRASE, buried in the mountain of paper delivered to
every Toronto City councillor before the Council meeting—a passing reference in a run-of-the-mill staff report about ho-hum photocopiers. But that
single phrase, “current technology lease provider,” would lead to stories
about influence, incompetence, ambition, greed, and secrets, and to many,
many lies.
The phrase was in a staff report heading for a discussion at City Council.
The agenda for the meeting to start on April 23, 2001, was daunting. Most
Council meetings go for three days. This one, with protracted debate over
the budget, would go on for eight.
Little about photocopiers arouses interest, much less excitement. This
routine report promised to be dry reading; a predictable step in buying standard office machines. Surely, in the colossal pile of reports, impossible to get
through before the Council meeting, there were many documents with a far
more compelling claim on a councillor’s limited preparation time.
Many experienced councillors look at staff reports with a skeptical eye.
Councillor Bas Balkissoon later explained it to me this way: “I’ve learned
over time that buried in reports are one-line statements that will always
33
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come back to lynch you, and I’ve always complained about it—that there
are always hidden recommendations in reports.” Too skeptical? Maybe. But
in April 2001, his skepticism served the City well. That single phrase was
noticed.
It was just four words in one innocuous statement: the photocopiers
would be leased from the City’s “current technology lease provider.” Who
was that? Who was the City’s current technology lease provider?
If someone had taken a poll of City councillors at the time, probably
none of them would have known. Certainly, none of them would have
remembered Council’s approving a technology lease provider. The report
didn’t even mention the name of the company. It did say, though, that millions of dollars were to be paid to this unnamed company for 500
photocopiers. And that was the crux of the matter: the unnamed company’s
entitlement to get that much of the City’s business wasn’t explained.
So councillors started probing. The more they asked questions, the
clearer it became that the small crack was deeper than it appeared on the
surface. What did that mean for the way the City was spending the taxpayers’ money?
Councillor Bas Balkissoon started asking questions on a Sunday evening
in late April 2001. The Council meeting was to begin on Monday morning, and he wanted answers. As chair of City Council’s Audit Committee,
he had come to know the City Auditor well enough for a weekend call. He
called Jeffrey Griffiths at home. Mr. Griffiths couldn’t tell him whether
Council had actually approved a “technology lease provider,” but he said
he’d try to find out.

A. A N A NSWER R AISES
M ORE Q UESTIONS
Nestled between the gently arcing twin towers of City Hall is the flyingsaucer-shaped Council Chamber. Inside the Chamber, the photocopier
report was no longer just routine business. It started a battle for higher principles of public accountability.
Toronto City Council meetings often look like barely controlled chaos.
This meeting in the spring of 2001 would be one of those. It was to be a
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gruelling session, scheduled to last almost three times longer than normal.
April 23 was the first day. It was Monday morning, and Jeff Griffiths was
as good as his word. The Auditor had talked to the people in the
Information & Technology Division (IT). Someone from IT would come
to Councillor Balkissoon later and answer his question from the night
before.
City Council often approves staff reports, especially routine ones, without debate. If a councillor “holds” a report, it won’t be approved without
further inquiry, discussion, or information from staff. To make sure it
wouldn’t be approved until he had his answer, Councillor Balkissoon held
the photocopier report.
He didn’t have to wait long. Lana Viinamae, then the City’s Director,
Computer Operations and Telecommunications, soon approached him.
MFP Financial Services Ltd. (MFP) was the mysterious “current technology
lease provider,” she explained, and the City’s “vendor of record” for leasing.
She thought the two terms meant the same thing. Bas Balkissoon was skeptical. That would mean MFP had all of the City’s IT leasing business—tens
of millions of dollars’ worth. He asked her for a copy of the staff report recommending MFP as the vendor of record in the first place, and the Council
Resolution approving it. That would settle the matter. That would prove
whether MFP was entitled to that enormous amount of the City’s business.
Holding the report had caused a stir in the Council Chamber.
Councillors were asking questions. As Lana Viinamae made her way out of
the Chamber, she bumped into lobbyist Jeffery Lyons. He wanted to know
what was going on down on the Council floor. She told him Councillor Bas
Balkissoon was asking lots of questions about leasing.
As the Council meeting continued, another councillor approached
Councillor Balkissoon: Did he know MFP’s Dash Domi was Tie Domi’s
brother? Tie Domi, the famous hockey player? Mr. Balkissoon said that was
irrelevant. Why would it matter if an MFP salesman’s brother played for the
Toronto Maple Leafs?
On the second day of the Council meeting, Councillor Balkissoon had
a surprise visit. A security guard came into the Chamber to tell him that
“Jeff ” wanted to see him in the Council lounge. Off he went to the lounge,
looking for City Auditor Jeff Griffiths. But it wasn’t Mr. Griffiths who was
waiting for him—it was Jeff Lyons.
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Jeff Lyons was seen as the most influential lobbyist at City Hall. He had
called the Councillor after he had held the report, but Councillor
Balkissoon hadn’t yet had time to call him back. So Mr. Lyons had asked to
see him to make a special point of letting him know that MFP was his
client, and they were “very good guys.” Was that supposed to mollify the
Councillor’s concern about how City staff might be spending the taxpayers’
money—to his client’s great benefit?
That day or the next, Lana Viinamae was back in the Council Chamber.
She offered Councillor Balkissoon a briefing note—a short background
piece on MFP’s dealings with the City, prepared by City staff two years earlier. It was not what he’d asked for. He wanted to see the whole staff report
and evidence that Council had approved it. She said she’d try to get it from
the City Clerk.
Inexplicably, it took a couple of days. At last, Councillor Balkissoon got
the July 27, 1999, Council Resolution from Ms. Viinamae, and parts of it
were circulated to the other councillors. The Resolution authorized the City
to enter into a leasing contract with MFP “for leasing computer equipment
and related software for three years.” But what did that have to do with photocopiers? What had Council really authorized?
Councillor Balkissoon asked the City Solicitor for the master lease agreements with MFP. Surely these legal documents, with their sober and exhaustive
detail, would have the concrete answers that were so uncomfortably lacking.
The real question, after all, was simple: Would the City be spending the taxpayers’ money properly by leasing photocopiers through MFP?
H. W. O. (Ossie) Doyle had been City Solicitor and head of the Legal
Services Division since amalgamation. He started as a solicitor for the former Metropolitan Toronto in 1970. On this day, he was the bearer of bad
news. He said individual councillors couldn’t have the master lease agreements. They contained confidential commercial information. If that
information fell into the hands of MFP’s competitors, it could be used
against MFP. Councillors could look at them with the City Auditor present,
but they couldn’t have copies. Mr. Doyle would answer Councillor
Balkissoon’s questions about the leases in the Council Chamber. “How can
I ask a question on a document I can’t read?” Bas Balkissoon would later
wonder in the inquiry witness box. “How can I ask the right questions?
How can I get to the bottom of information I’m looking for?”
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But the City Solicitor’s advice prevailed. Questions about the master
lease agreement would have to be asked from the Council floor when the
photocopier report was debated. That would be on the very last day of the
marathon Council meeting. Time for getting answers was running out.
On May 2, Ossie Doyle stood bravely to face a barrage of questions from
the councillors. He was given only the lunch hour to find the answers: meet
with staff, review the documents, and come back with an opinion. That was
almost no time to do what lawyers prefer to do before giving definitive legal
advice: read the documents closely, research the law, and form a considered
opinion after due deliberation. To make matters worse, the master lease
agreement was put in place during the preparations for Y2K. An outside law
firm handled all of the Y2K-related IT matters, including the contract with
MFP. Neither Mr. Doyle nor anyone in his office had worked on it. He did
the best he could in the circumstances. Under pressure to give advice on the
fly, he concluded that the 1999 computer leasing agreement with MFP
could actually cover new leases ending well into 2008.
With comparative leisure to analyze the documents, other lawyers in
Legal Services would later come to different conclusions. Lorraine SearlesKelly, for example, concluded that Council had only authorized City staff
to spend $43 million with MFP, and on the programs specified in the
report. It seemed that Council authority didn’t extend beyond three years,
or to leases other than the projects listed—which didn’t include photocopiers. But that opinion only came two weeks later.
In the Council Chamber, Ossie Doyle rightly told the councillors the
City was free to deal with another company on photocopiers. That, of
course, raised another serious question in the Chamber: Why was the
photocopier deal going to be awarded to MFP without a competitive
process?
Lana Viinamae stepped forward to answer that one: The City already
had all of its massive IT acquisitions for Y2K on lease with MFP. She was
“quite satisfied with the service that we’re receiving from MFP today for all
of our equipment.” A tender just for the photocopiers might mean having
to manage another master lease agreement with another company. The photocopier lease had taken a long time to come before Council, putting the
City’s ability to deal with its existing photocopiers at risk. A new tender
would take yet more time.
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Councillor Joe Mihevc couldn’t sit still. Shopping with the taxpayers’
money demanded more than just getting satisfactory service at the end of
the day. What about spreading out the business? Getting the best value?
Transparency in the process? Had those issues even been considered?
Ultimately, Council approved the photocopier report that day, but with
a very important amendment: the photocopier leasing deal would have to
go through public tender. Another proposed amendment, possibly prescient, was rejected: investigate all the deals the City made with MFP in
2000 on the strength of the July 1999 Council Resolution.
The small crack had been plastered over, and the supposed “current technology lease provider” wouldn’t have the photocopier business just handed
to it. It would have to compete for it like everyone else. But unanswered
questions remained. For instance, how did photocopiers come to be lumped
in with computers at all?

B. T HE F LAWS IN THE
P HOTOCOPIER R EPORT
Some senior staff thought photocopiers were just an extension of IT equipment, so they should be leased through MFP. They were wrong. The July
1999 Council Resolution gave no such authority, and there was no other
Council authority for it.
Wanda Liczyk was one of the people who signed the photocopier report
to Council. She was the City’s Chief Financial Officer and Treasurer yet,
curiously, she seemed not to have noticed its glaring inaccuracies. The other
person who signed it was relatively new to the City and didn’t know as
much about the history of leasing at the City as she did.
Ms. Liczyk’s decision was in her answer to an e-mail from Lana
Viinamae: “I agree that they should be treated as an extension of our pc’s
and printers and therefore fall under our leasing program as peripherals.”
Ms. Liczyk downplayed that directive at the inquiry, claiming she was just
affirming an understanding already reached by Ms. Viinamae and
Purchasing and Materials Management Division (Purchasing). She agreed
to it, though, and that led to the controversial photocopier report to
Council.
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The councillors didn’t get satisfactory answers to their questions about that
report. The answers from staff only raised more questions: Why were photocopiers “peripherals”? How did MFP become the recommended supplier for
leasing photocopiers? Why should the City lease photocopiers from MFP in
2001 just because it leased computers and software from the company in
1999? Had the company won that business fairly or was something else afoot?
The report was flawed. For one thing, treating photocopiers as computer
peripherals was a bit of a stretch. More important, though, IT was going to
award a contract to MFP without a public tender; that is, with no competition for the business.
Wanda Liczyk had a reputation for being demanding, conscientious, and
hard-working. Yet she missed these points when she signed the report, as she
conceded at the inquiry. Why did she pay so little attention to what she was
signing? She was busy and distracted. The lengthy budget debate was coming, she was about to go on vacation, and she had many things to wrap up
before taking on her new job at Toronto Hydro. Had she paid attention, she
might not have signed the report.
MFP’s entitlement to the photocopier contract was presented as a given
in the staff report to Council. Yet the senior staff whose fingerprints were
on or near the photocopier deal were not unanimous at the inquiry. Some
thought MFP did have exclusive rights. They were wrong. A handful took
the opposite view. They were right.
It’s not a problem if staff have different views on an issue. It can lead to
debate, and that’s healthy. The problem here was that only one view found
its way into the report to Council, so no debate was possible. If the innocuous phrase “current technology lease provider” had gone unnoticed, the
report would have lulled Council into complacency and the deal would
have passed without a murmur. As it was, at least the contract would be put
out to tender.

C. D ISTURBING C ALLS
The questions asked inside the Council Chamber soon drew attention from
outside. Councillors, doing the job they were elected to do, were asking
tough questions from the Council Chamber floor about a multimilliondollar leasing deal and the press took notice. An article about it by John
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Barber appeared in The Globe and Mail and mentioned Councillor
Balkissoon.
After the article appeared, Jeff Lyons left a voice-mail message for
Councillor Balkissoon. The lobbyist was accusing him of seeking media
attention the wrong way: If he wanted to move ahead in his political career,
this was not the way to do it. Mr. Lyons offered to get him the right kind
of coverage if media attention was what he wanted. Mr. Lyons would testify
that he was being sarcastic and facetious, but Councillor Balkissoon found
the message very disturbing. And why wouldn’t he? He was a councillor,
doing what he was supposed to do—asking questions about the entitlements of a vendor. Why should he get a sarcastic call from that company’s
lobbyist?
Councillor Balkissoon also had an overture from Dash Domi. The MFP
salesman was upset that Council had questioned the photocopier leasing
deal. He called Councillor Balkissoon to assert MFP’s right to the business.
The ship of state is well off course when a lobbyist and a salesperson
chastise a councillor for asking questions in a Council meeting. But that
didn’t occur to either Mr. Lyons or Mr. Domi, apparently, and it certainly
didn’t hold them back. It was no accident that both of them approached the
same councillor. Not surprisingly, MFP’s sales representative called MFP’s
lobbyist on the day Council debated the photocopier report, and again the
next day. Mr. Domi testified that he “must have” talked to Mr. Lyons about
the photocopier deal.
Jeff Lyons and Dash Domi were talking to Councillor Balkissoon across
a cultural chasm. What City Council wanted was fair play, transparency,
and proper procedures. In the world of Mr. Domi and Mr. Lyons, “good
guys” like MFP should be treated well whether those principles were followed or not. Relationships were what mattered.
Cultivating relationships was something Dash Domi knew how to do.
When he had set out to get the City’s business two years earlier, he went after
a relationship with Tom Jakobek, then a City Councillor. They were still in
touch when the photocopier report drama played out in Council. Mr. Domi
called him the next day. Was the call about that deal? We don’t know. But
there is more about their relationship in the other stories in this volume.
Mere days after the bland phrase “current technology lease provider”
ignited debate in Council, Councillor Balkissoon fended off a powerful lob-
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byist and an aggressive salesman. Councillors discovered they were allowed
only restricted access to the City’s own documents. Council had been given
disconcertingly incomplete reports and conflicting assertions by staff. And
in the end, nobody had good answers to very important questions about
MFP’s dealings with the City. Something was not right.

D. WATERLOO

AND

MFP

Within a couple of weeks of that spring Council meeting, City staff issued
a Request for Quotation (RFQ) for the photocopier leasing business. MFP
was the lowest bidder. With a recommendation heading to Council, MFP
was about to get another profitable contract with the City. But chance intervened. Difficulties over MFP leases at the City of Waterloo suddenly hit the
news. Toronto City Council postponed the decision to award the photocopier contract pending a review of its business with MFP under the 1999
contract.
The City’s Finance department did the analysis. In early June 2001 came
the stunning revelation. The hardware and software leases with MFP,
authorized by Council to a maximum of $43 million over three years in
1999, had ballooned to more than $80 million. The discovery produced
shock waves, and the slow but inevitable march to these judicial inquiries
began.
First came an investigation by KPMG Investigation and Security Inc.
(KPMG) that yielded more questions than answers. Next came months of
political wrangling, as then-Councillor David Miller led the charge for a
judicial inquiry that could call witnesses and subpoena documents. Finally,
on February 14, 2002, City Council voted unanimously to establish the
Toronto Computer Leasing Inquiry.
The inquiry was under way, but yet more questions had surfaced. At its
meeting of October 1–3, 2002, eight months after calling the first inquiry,
Council voted 26 to 7 to establish the Toronto External Contracts Inquiry.
Later, at my request, Council considered that decision again, and affirmed
it by a vote of 34 to 4 on May 19, 2004.
How did the City of Toronto arrive at the murky state of affairs first
exposed by a simple question about four words buried in a routine report?
What were the answers to the questions councillors were asking in the
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spring of 2001? Precisely how did the City come to spend tens of millions
of dollars of the taxpayers’ money on computer leasing with MFP? It took
two lengthy public inquiries to answer those and other questions. In the
answers lie some very important lessons.
The seeds of these stories were planted over a decade earlier, in a very different city: North York, under Mayor Mel Lastman.

II. T HE T IES T HAT B IND

A. T HE C ITY

WITH A

H EART

“NORTH YORK: THE CITY WITH A HEART,” proclaimed the colourful street
signs on every major artery into town. And from a bird’s-eye view, for much
of the ’70s, ’80s, and ’90s, that cheery label seemed to fit well.
For 25 years, the biggest booster of the City with a Heart was Mayor Mel
Lastman. A flamboyant, successful retailer and consummate showman, he
enthusiastically promoted North York and declared it open for business. As
Mayor, he was always accessible to his staff, and to anyone who wanted to
do business with North York. Even suppliers were not to be held at arm’s
length. They were stakeholders, too—part of the family—to the point
where Mayor Lastman saw nothing wrong with senior City staff appearing
in testimonials for City suppliers. Indeed, he’d done it himself. It was a
happy, family-like place to be, and the “special events Mayor,” as some
called him, loved big “family” occasions.
Mayor Lastman was the public face of North York, and North York was
smiling. He had set a tone for running the city, and it operated much like
a large and busy family: caring, relaxed, informal, and focused on getting
most of the important things done without worrying too much about how.
There was only one problem. City governments are not families.
Families do not collect and spend the taxpayers’ money. Families can shop
where they like and favour whomever they like without having to justify
their choices. Governments cannot. Governments have duties to discharge.
43
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Government decisions must be made fairly, and must be seen to be made
fairly. Families can’t be criticized for looking out for their own first. City
government officials who put themselves first are failing in their duty to
serve the community. The family atmosphere that defined North York as
the City with a Heart would be the source of grave problems, years later,
when it was transplanted to the newly amalgamated City of Toronto. But in
1985, that was still far off.
In 1985, into the family circle walked the young Wanda Liczyk.

1. T HE M AYOR

AND THE

P ROTÉGÉE

Wanda Liczyk was going places. That was easy to see. Enthusiastic, intelligent, and extremely hard-working, she exuded potential for success. She was
only 24, a University of Toronto Commerce grad and a freshly minted chartered accountant, when she joined the City of North York as a Budget
Analyst. She reported to Al Shultz, a congenial, middle-aged career bureaucrat who minded his own business as he ambled gently along the path of
least resistance. Wanda Liczyk became Al Shultz’s boss in no time.
Wanda Liczyk certainly had potential. Other qualities soon emerged,
both good and bad. She had a tendency to micromanage and was loath to
delegate. When she did delegate, she was impatient and demanding.
Subordinates soon learned that work passed up to Ms. Liczyk was in for
meticulous dissection and would invariably return liberally anointed with
incisive comments in red ink.
In the open-door, family atmosphere that was North York City Hall in
the mid-1980s, Mayor Lastman soon noticed Wanda Liczyk. Politically
savvy and motivated, she set about applying her considerable skills and
energy to delivering what the Mayor wanted when he wanted it. If her talent was her ticket to the top, his approval was her passport. Mayor Lastman
was famously accomplished in public relations, but he needed someone like
Wanda Liczyk, with her solid grounding in finance and her professional
acumen, to deliver on the financial matters—central to a city’s well-being,
but well below the public’s radar unless things go very wrong.
She zoomed up the management ladder, from Budget Analyst in 1985,
to Project Director in 1987, to Deputy Commissioner of Finance and
Deputy Treasurer in 1989. In 1992, she reached the top rung of finance in
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North York when she became Commissioner of Finance and Treasurer. She
was still only 31 years old. By all accounts, she was the youngest city treasurer in Ontario, and perhaps in Canada, and the first woman to hold such
a post. In 1996, she was also appointed City Administrator. She kept the
title of Commissioner of Finance and Treasurer, but from then on, the dayto-day management of the Finance department fell to Al Shultz.
Mayor Lastman supported Wanda Liczyk’s meteoric rise, and she didn’t disappoint him. North York was on budget every year she was
Treasurer. He didn’t care much about how things got done; he valued outcome, not process. She took to this results-oriented, damn-the-torpedoes
governance culture. She was in her element. Mayor Lastman and
Treasurer Liczyk were a great match and ultimately, as we will see, a great
liability for the taxpayers.
Mayor Lastman and Ms. Liczyk got along very well personally, too.
When they came to the newly amalgamated City of Toronto, Michael
Garrett, the City’s top bureaucrat and Chief Administrative Officer, relied
on Wanda Liczyk to interpret the Mayor’s behaviour and way of speaking,
which was sometimes puzzling to him. The Mayor and Ms. Liczyk were
comfortable with each other. They liked and trusted each other. In this
atmosphere, Ms. Liczyk could do no wrong.

2. T HE T REASURER

AND THE

A MERICAN C ONSULTANT

Wanda Liczyk had an aggressive, hands-on management style, and never
more so than when it came to information technology. IT interested her. In
the late ’80s and ’90s, IT was exciting. The financial systems at North York
were overdue for a major overhaul. The mainframes that had served dutifully since the 1960s were obsolete and about to be replaced with far more
sophisticated network-based technology.
North York first had to set about upgrading its general ledger system.
American Management Systems, a company based in Virginia, won the
contract to supply a new general ledger system to North York in the late
1980s. As part of the AMS team, Michael Saunders came to town.
Later, when North York needed a new tax collection system and didn’t
have the necessary in-house IT expertise, Michael Saunders took on the job
for AMS. He would remain an IT mainstay at North York, and then at the
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amalgamated City of Toronto, for well over a decade. He provided the pivotal tax billing software, and it continues to serve the City well today. But
he would leave damage in his wake. His arrival on the scene set in motion
events that would lead, inexorably, to this inquiry.
Of course, Wanda Liczyk knew nothing of what was to come when she
met Michael Saunders in 1986.
Despite the well-known pitfalls of office romance, the workplace
remains fertile ground for cultivating intimate relationships. Indeed, office
romances are commonplace, and perhaps inevitable. People spend much of
their lives at work. For the most part, they look their best, try their best, and
display their best behaviour in the workplace. They are thrown together,
and sometimes it doesn’t take much to pierce the protective bubble of workplace social protocol.
When she met Michael Saunders, Wanda Liczyk was in her 20s and single. She was spending many late nights at the office, making a name for
herself by working hard at her job. He was an older married man, an expert
in IT, a field that had captured her interest, and he was in town alone, with
time on his hands at the end of the workday.
They got along well at work. Then they became friends. Three years after
they met, Wanda Liczyk and Michael Saunders started a sexual relationship.

3. A N I NTIMATE R ELATIONSHIP,
A NY OTHER N AME

BY

Ms. Liczyk said her affair with Mr. Saunders lasted two and a half years,
from 1989 to 1991, when he entered treatment for alcohol abuse. Did the
affair really end when she said it did? It’s hard to know. We have only Ms.
Liczyk’s word for it. Because they kept the affair secret, there is no one else
to confirm or deny what she said. Mr. Saunders flatly refused to testify at
the inquiry or even to be interviewed by commission counsel. We do know
that they were still in touch right up to and during the inquiry. It’s hard to
believe that they didn’t discuss his decision not to co-operate. In any case,
without his version, we have only her story. And there are a number of reasons to question it.
First, Ms. Liczyk didn’t come across as a credible historian. She was evasive in her testimony and in her sworn affidavit. A master of what some

The Ties That Bind

47

might call “bureaucratic empty-speak,” she relied heavily on abstract terms,
the passive voice, an officious and authoritative delivery, and hollow jargon.
No doubt, she was used to intimidating her underlings or intellectual inferiors by talking in this way. It didn’t work in the inquiry hearing room.
Second, she downplayed her sexual relationship with Mr. Saunders in
ways that further damaged her credibility. For example, she insisted that the
affair was “brief.” A powerful subtext of the word “brief ” is “inconsequential.” She used the word tactically, and it backfired. In the context of affairs,
few would agree that two and one half years is brief. Ms. Liczyk conceded
on the witness stand that, yes, there would be people who wouldn’t perceive
it as brief.
Even more damaging to her credibility was her deliberate and calculatedly inaccurate description of their relationship in her sworn affidavit. She
said the “friendship became a personal relationship.” It was only in the witness box that she acknowledged that she had had a sexual relationship with
Mr. Saunders.
Why did Wanda Liczyk, a notorious stickler for precision, describe their
relationship so ambiguously in her affidavit? Did she think a “personal relationship” is sexual by definition? I don’t believe she did. The day after she
said that by “personal relationship” she had really meant a sexual one, she
was asked if she had had a personal relationship with the City Manager of
Mississauga. In an unguarded moment, she clearly interpreted the term the
way most people would—that is, she equated a personal relationship simply with a friendly one. In testimony a year earlier, she had made a
distinction between a “personal relationship” and a “business relationship”
in describing her rapport with a supplier (Dash Domi, about whom we will
hear more later). Again, she was clearly not defining “personal relationship”
to mean a sexual one. She tried to hide her relationship with Michael
Saunders behind the innocent screen of a “personal relationship,” and all
she succeeded in doing was to trap herself through her own inconsistent use
of the term.
Third, Ms. Liczyk said that after amalgamation she had “much less contact” with Mr. Saunders. However, later cellphone records put them in close
and frequent communication. Between 1998 and 2001, Ms. Liczyk called
his hotel room, after business hours, 174 times. In comparison, she made
after-hours calls to the homes of close work colleagues Al Shultz and
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Giuliana Carbone only three and six times respectively. Seventy-five of Ms.
Liczyk’s evening calls to Mr. Saunders’s hotel room lasted more than 10 minutes. One started shortly before midnight and continued for over an hour. A
second started around 11:30 p.m. and lasted 50 minutes. A third started
around 10:30 pm and lasted 64 minutes. If work obligations called for these
unusual late-night calls, there was no evidence to support it. These are only
the cellphone records and do not include any landline-to-landline calls.
Fourth, after amalgamation, witnesses saw Mr. Saunders and Ms. Liczyk
having dinner alone together several times and in several locations.
Significantly, the locations for these dinner rendezvous were often quite out
of the way for one or the other, and unrelated to a work site. It was neither
convenience nor duty that brought them together. They were just out
together, enjoying the evening in each other’s company.
In assessing the veracity of Ms. Liczyk’s claim that the sexual relationship
ended in 1991, these four reasons, cumulatively, give one pause. Ultimately,
though, it doesn’t matter. Whether or not their sexual relationship continued, Ms. Liczyk and Mr. Saunders certainly remained very close, intimate
friends. To narrowly focus on an accurate calendar of their sex life would
cloud the real issue.

4. I T ’ S N OT

THE

F IRE , I T ’ S

THE

S MOKE

It was no task of this inquiry to fathom the human mysteries that lead to
sexual intimacy. It was no task of this inquiry to pass judgment on office
liaisons in general or the propriety of the relationship between Ms. Liczyk
and Mr. Saunders in particular. It was, however, a task of this inquiry to
explore whether, and to what extent, municipal government decision making was compromised by any actual or apparent conflict of interest arising
from that relationship. In that task, sex was not the issue; intimacy was.
Intimacy, between sexual partners, family members, or close friends, naturally carries with it some measure of emotional attachment. That
emotional attachment can, perhaps quite inadvertently, influence a decision-maker’s judgment. In the context of municipal government, where
public money is being spent, citizens are entitled to expect clearheaded and
fair-minded analysis of the public good. The mere possibility that emotional
bonds could fetter decision making and predispose the decision-maker to
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favouritism is anathema. That is what matters about Ms. Liczyk’s intimate
relationship with Mr. Saunders. It is not about what they did behind closed
doors and when. It is about the possibility of, and the appearance of, the
compromised decision making that flows from intimacy.
In the discussion that follows, I will use “close friendship” to describe the
relationship between Ms. Liczyk and Mr. Saunders. The phrase is meant to
do two things. First, I want to remove the emphasis on the sexual or romantic nature of the relationship because it doesn’t matter to the issue at hand.
Second, I want to focus on what does matter: the emotional attachment
that compromises objectivity. With that in mind, whatever the duration of
their sexual relationship, I am certain that throughout the events I have
examined in this inquiry, Michael Saunders and Wanda Liczyk had a close
friendship. Her emotional attachment compromised her objectivity and her
support for Mr. Saunders was inappropriate.
Ms. Liczyk argued forcefully that championing Mr. Saunders as she did
was the right thing to do for the City of North York and, later, for the City
of Toronto. She sincerely believed that TMACS (Tax Management and
Collection System), the tax system software developed by Michael
Saunders, was the best option. Whether that is true scarcely matters.
Indeed, it might be worse if it is true. Even the right decision is tainted by
a compromised decision-maker. Public confidence in the process is corroded, and a good decision could be rejected as a consequence. Thus, the
public interest can suffer when the right decision is made in the wrong way.
The standards by which Ms. Liczyk’s decisions favouring Mr. Saunders
must be measured are not complicated. The Code of Ethics for North York
staff stated that an employee “never uses the position to secure advantages
or favours for self, family or friends.” Ms. Liczyk and Mr. Saunders were
close friends throughout his time in North York and Toronto.
Until the newly amalgamated City of Toronto drafted its own conflict of
interest policy, North York’s Code of Ethics continued to apply to Ms.
Liczyk after she took up her post in Toronto. Her employment contract
added a further obligation: She had to avoid both actual and apparent conflicts of interest. Significantly, the contract put the onus on her. In other
words, she couldn’t wait until someone pointed out to her that she had a
conflict or the appearance of one. As a senior manager in the organization,
she was obliged to actively avoid both.
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These obligations would have been no mystery to Ms. Liczyk. Brenda
Glover, the former Treasurer of Etobicoke, was Toronto’s first Commissioner
of Human Resources. In the witness box, Ms. Glover observed that someone
at Ms. Liczyk’s level would be expected to disclose a close friendship with a
contractor and to disqualify himself or herself from any decisions about
awarding or managing that person’s contracts. Ms. Glover went further: she
confirmed that Ms. Liczyk was present at senior management meetings when
these very conflict of interest principles were discussed. Unquestionably, Ms.
Liczyk would have known what she had to do. Mike Garrett agreed. He testified that, as a seasoned senior public servant, Ms. Liczyk was expected to
be able to make sound judgments and to be vigilant in protecting herself and
her department from any appearance of favouritism.
In her closing submissions, Ms. Liczyk asserted that focusing on her
affair with Mr. Saunders was sexist, and wouldn’t have happened were she a
man. Whether the public official is a man or a woman is irrelevant.
Decisions are compromised where close friendships are involved—period.
That is all the more true in the context of decisions affecting public money,
where the public has an absolute right to expect transparency and fairness.
Ms. Liczyk’s wrongdoing was perfectly clear when measured against the
terms of her contract and the code of ethics that governed her. She admitted as much in the witness box, albeit obliquely. It would have been to her
credit had she simply accepted that she had made a mistake. Instead, in her
written submissions, she reverted to minimizing her misconduct and criticizing this inquiry for exploring it. In so doing, she demonstrated an
inability—or worse, an unwillingness—to learn from her mistakes.

B. T HE W INDING ROAD
N EW TAX S YSTEM
1. H OW

THE C ONSULTANT G OT
THE D OOR , AND K EPT I T

TO A

H IS F OOT
T HERE

IN

Michael Saunders came to North York, as part of the AMS team of consultants, to work on the general ledger system. He didn’t stay with AMS, but
he did stay on at North York. From that earliest business relationship, his
dealings were secretly mired in a conflict of interest.
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In 1990, Michael Saunders left AMS and set up his own company. Over
the years, this company changed names a number of times. At the inquiry,
it was known as Beacon Software. When he left AMS, Michael Saunders
made a proposal to North York to continue to work on the general ledger
system North York had purchased from AMS. He offered to do it for 20 per
cent less than AMS’s rate.
The proposal appeared to make business sense and had to be taken seriously. The key participants in the decision were Robert Davie, then the
Commissioner of Finance and City Treasurer, Wanda Liczyk, by then the
Deputy Commissioner of Finance and Deputy Treasurer, and Al Shultz, the
Director of Finance. Wanda Liczyk was intimate with Michael Saunders at
the time. She didn’t disclose that to either Robert Davie or Al Shultz. She
actively participated in the discussion leading to the decision, advancing
Michael Saunders’s interests. He was awarded the contract. It may have
been the right business decision, but it was tainted with conflict.
In the fall of 1991, Michael Saunders proposed that he and David
Maxson, another American IT consultant, develop a customized tax management and collection system for the City of North York. Once again,
when Wanda Liczyk met with Robert Davie and Al Shultz to discuss the
proposal, she kept silent about her relationship with Mr. Saunders, which,
if she is to be believed, had ended only a few months before.
David Maxson worked closely with Michael Saunders for over a decade
in North York and Toronto. For most of that time, he worked for Mr.
Saunders’s companies. In 1999, Mr. Maxson set up his own company,
Remarkable Software, and began billing the City of Toronto separately.
Mr. Saunders was the project manager and Mr. Maxson was the systems
architect. A systems architect designs software to suit the client’s identified
needs. Mr. Maxson brought to this role a level of technical expertise that
Mr. Saunders didn’t possess.
Witnesses said that Mr. Maxson’s work over the years was competent and
without incident. Beyond that, however, he remained a bit of an enigma.
Investigators for the inquiry approached Mr. Maxson repeatedly and tried
their best to solicit his co-operation. Unlike Mr. Saunders, who was friendly
(albeit unco-operative) toward the investigators, Mr. Maxson was overtly
hostile. David Wendell Holmes, one of our American investigators, visited
Mr. Maxson at his home in Virginia. He tried to give Mr. Maxson a pack-
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age of documents that explained all about the inquiry and formally
requested his attendance. It would be their last meeting. Mr. Holmes
described it this way:
Mr. Maxson did not respond well to the receipt of the envelope. He
appeared confused and declared that he did not want it, wondering what
exactly he was supposed to do with the documents. I responded that Mr.
Maxson should read over the documents carefully and do the right thing.
Mr. Maxson tried to hand the envelope back to me. “Take them back,”
he said sternly. I declined. Mr. Maxson followed me outside, but only as
far as the top step of his front porch, envelope in hand. He flung the document into the light rain, where it settled on to the damp front yard
below. A look of disgust visible on his face, Mr. Maxson turned towards
his door, and went back inside his house. I did not retrieve the envelope
from the Maxsons’ yard, and left the premises.

North York did hire Michael Saunders and David Maxson to design the
tax management and collection system. It was the beginning of their multimillion-dollar, decade-long business dealings, first with North York, then
with the City of Toronto.
Once again, Wanda Liczyk had failed to declare her conflict of interest
and remove herself from the decision-making process. Once again, she had
violated North York’s Code of Ethics. Compounding that mistake, the
eventual “contract” awarded to Michael Saunders to develop the tax system
was not tendered. In keeping with North York’s laid-back way of doing
things, a trio of senior managers awarded what would turn out to be a multimillion-dollar service agreement based on an informal private discussion.
Worse, two of them didn’t know that the third had a special relationship
with the lucky supplier.
Regardless of how the decision was made to hire Michael Saunders, once
the deal was done, surely one would have expected it to be formalized inside
the four corners of a properly executed legal contract. It had to do with tax
revenue, the fiscal lifeblood of every town and city. The designer of a system for collecting that revenue is potentially holding the City’s viability in
two hands. Our investigators conducted a painstaking search for such a contract but found no trace of one. All that existed from that North York
period were two informal proposals from Michael Saunders to continue
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work that was apparently already in progress. Even these were not negotiated contracts, and they were dated December 1997—several years after
Messrs. Saunders and Maxson were first hired, and less than a month before
amalgamation was to take effect.
During his years in North York, Michael Saunders is supposed to have
submitted many of these informal proposals at various stages in the development and maintenance of Version 1 and Version 2 of his TMACS
software. In any event, not one of them was ever approved by North York
City Council. Three post-amalgamation proposals from 1998 came to light,
but, just as had been the case with his proposals in North York, Toronto’s
City Council never approved them.
Once Version 1 of TMACS was up and running, Michael Saunders and
David Maxson continued to travel to North York to perform maintenance
and upgrades on the system, and they did some consulting work for other
North York departments as well. In other words, without any competitive
process, either initially or subsequently, they seamlessly (and profitably)
moved from one consulting assignment to the next, and the next.
Of course, there are sound business reasons for continuing or expanding
productive business relationships. But we don’t know if North York was
reaping any benefits, because nobody conducted an independent needs
assessment before awarding more work to Mr. Saunders and Mr. Maxson.
All we know for sure is that Mr. Saunders and Ms. Liczyk maintained their
close friendship, Ms. Liczyk continued to hold sway as North York’s financial wizard, and the lucrative work kept on flowing to Mr. Saunders.
Whether it made business sense or not, it certainly looked dubious.
Michael Saunders became as much a fixture in the North York workplace as any salaried employee. There was a difference, however. On top
of paying him an hourly rate in U.S. dollars, with no limit on the number of hours he could bill, the people of North York also picked up his tab
for accommodation, meals, and airfare to and from his home in the
United States.
In the mid-1990s, Version 1 of TMACS gave way to Version 2. Once
again, Messrs. Saunders and Maxson scooped up this major project. Once
again, there was no independent needs assessment or open competition for
this lucrative work. Indeed, the need to upgrade to Version 2 at the time
Messrs. Saunders and Maxson got the work remains questionable.
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The most reliable evidence on this point came from Edwin Ngan,
another IT consultant for the City of North York. He worked on the
TMACS program and was there at the time. In 1995 or 1996, Mr. Ngan
went with Michael Saunders and David Maxson to a company called Dyad
to make a sales pitch for Version 1 of TMACS. Dyad was interested in marketing TMACS to other municipalities, but it became clear during the
meeting that it wanted to run TMACS on a newer platform than the one
on which Version 1 was designed to run. David Maxson returned to North
York and started working on moving TMACS to precisely the platform
Dyad wanted.
Given the limited shelf life of software, upgrading TMACS would
clearly have been necessary at some point. The question is when. At that
precise moment, did the expensive upgrade make technical sense, or did it
serve the marketing ambitions of the consultants? The people of North York
footed the bill and they deserve an answer to that question. Did the City
spend their money wisely? Mr. Ngan’s evidence suggests that the timing of
the upgrade suited Mr. Saunders’s and Mr. Maxson’s private commercial
interests, and North York had no alternative answer to give its people
because no one at the City ever asked the question. Wisely or not, North
York paid Mr. Saunders and Mr. Maxson to develop Version 2 of TMACS,
and Version 2 was much more marketable for them.
Meanwhile, Mr. Saunders and Ms. Liczyk continued their close friendship, more informal proposals from Mr. Saunders flew in below City
Council’s radar, and money kept flowing out of North York’s coffers to
Rhode Island and Virginia.

2. T HE C HILL

IN THE

O FFICE

What was it like to work with Mr. Saunders? How did the American consultant, who was secretly close to the boss, get along with the workers? Were there
any problems? Yes, indeed. How did Ms. Liczyk handle those problems? Very
badly, it seems. Michael Saunders was rude, arrogant, aggressive, and verbally
abusive to staff. The inquiry heard many examples, but a few are all it takes
to paint a picture of the chill Michael Saunders brought to office life.
Bob Ripley was a quiet and diligent senior tax expert, first at the City of
Scarborough and later at the amalgamated City of Toronto. He said that
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Mr. Saunders, an outside consultant, acted as if he were the Director of
Revenue. Any discussion or argument always seemed to be resolved his way,
even if it had nothing to do with the tax system. It seemed to Mr. Ripley
that Giuliana Carbone, the real Director of Revenue, took her orders from
Michael Saunders. That was because Mr. Saunders would tell Ms. Carbone
that the instructions came from her boss, Wanda Liczyk.
Edwin Ngan considered Michael Saunders his boss when it came to the
revenue systems, even though, technically, he reported to Frank
Vizzacchero, North York’s IT Director.
Giuliana Carbone was a senior manager in North York before becoming the first Director of Revenue for the City of Toronto. Hard-working
and talented like Ms. Liczyk, Ms. Carbone was also compassionate, open,
and willing to listen. She cared about her staff, and about the residents of
the city she served—the epitome of a good public servant. That was evident in her demeanour at the inquiry: a quiet glow of dedication and
integrity.
When Ms. Carbone started her new job in Toronto, she didn’t know the
details of her boss’s relationship with Mr. Saunders, but she knew they were
close. She knew they talked to each other often, and that Ms. Liczyk had
great confidence in Mr. Saunders. She recalled getting a sense from former
North York staff that Ms. Liczyk would judge her based on how Michael
Saunders perceived her. Ms. Carbone remembered being warned to watch
what she said around Mr. Saunders because it would get back to Ms. Liczyk.
The warning proved to be apt.
Ms. Carbone noticed that Michael Saunders seemed to know everything
that went on in the Revenue Division, and that Wanda Liczyk would know
about things going on in the division before Ms. Carbone had an opportunity to brief her. Mr. Saunders knew details about Ms. Carbone’s first
confidential performance appraisal and even made a disparaging remark to
her about it. Ms. Carbone felt humiliated and betrayed. He knew of a comment she made at a meeting where he was not present but Ms. Liczyk was.
Ms. Carbone was wary of going to Ms. Liczyk about disputes involving Mr.
Saunders because she feared that Ms. Liczyk would side with him. The situation eventually became so intolerable for Ms. Carbone that she started
looking for another job. Mr. Saunders, an outside consultant who should
have been taking instructions from her, almost forced her out.
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At times, Mr. Saunders wouldn’t produce what the City wanted. Either
he didn’t agree with the City’s request, or he felt that it was not worth his
time. He was the consultant and the City was the client, but Mr. Saunders
behaved as if the roles were reversed and he could dictate terms. The City
of Toronto is now reprogramming certain aspects of TMACS because Mr.
Saunders refused to program it the way the users needed.
Cameron Currie was a North York IT employee who worked with
Michael Saunders on the tax system. He testified that managers and staff
were reluctant to oppose Mr. Saunders or speak their minds in his presence.
It had been widely noticed that he had Ms. Liczyk’s backing for whatever
he did. Her backing carried a lot of weight. She was the Treasurer.
There was at least one incident when an employee didn’t take Mr.
Saunders’s abuse lying down. Mr. Saunders was so verbally abusive and
derogatory that the employee made a formal complaint. Mr. Saunders got a
letter of reprimand.
Lack of co-operation, abusive language, aggression, lording it over
employees—the inquiry heard many examples of each. How did he get
away with it, and keep on getting away with it? The staff knew how, and
indeed it is the only feasible explanation: his relationship with Wanda
Liczyk.
Wanda Liczyk maintained that she was unaware of much of Mr.
Saunders’s objectionable conduct with the staff. For example, she never had
the sense that Giuliana Carbone was unhappy or frustrated. She said she
was disappointed to learn that Ms. Carbone felt unable to talk to her about
her difficulties with Mr. Saunders. Ms. Liczyk could have been lying when
she said that, or she could have been telling the truth.
If Ms. Liczyk was lying, then she did know about Mr. Saunders’s abusive behaviour and its toxic effect but did nothing to stop it. That would
be powerful evidence of the extent of the favouritism she showed her
close friend, to the detriment of her own staff who were employees of the
City. At the very least, that would illustrate the human cost of conflicts
of interest.
If Ms. Liczyk was telling the truth, then she really didn’t perceive the
misery of her staff. That would say something different, but equally important, about the corrosive effect of conflicts of interest. If she really noticed
nothing wrong, then her intimacy with Michael Saunders either had chilled
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her staff into suffering in silence, or it had profoundly impeded her perception, compassion, and effectiveness as a manager.
Thus, whether she was telling the truth or not, Ms. Liczyk’s close friendship with Mr. Saunders created an atmosphere that deeply and harmfully
affected the people who had to work with him.

3. A MALGAMATION : H OW S EVEN M UNICIPALITIES
B ECAME O NE C ITY
In the fall of 1996, the Ontario government announced it would amalgamate seven municipalities: the regional government of Metropolitan
Toronto and the local municipalities of Toronto, North York, Scarborough,
Etobicoke, East York, and York. The result would be a “megacity” of 2.4
million inhabitants, the most populous city in Canada and the fifth most
populous in North America. It would also have the fifth-largest municipal
government in North America, after Mexico City, New York, Los Angeles,
and Chicago. The new City would have the sixth-largest government in
Canada, after the federal government and the provincial governments of
Ontario, Quebec, British Columbia, and Alberta. It would have a budget of
about $5.5 billion annually, bigger than any other city in Canada and bigger than most provinces. It started with a staff of about 46,000
full-time-equivalent employees, including the City’s agencies, boards, and
commissions. No other municipal government in Canada had undertaken
a reorganization of this scope or magnitude. There was no map for navigating the journey to becoming a megacity.
The proposed amalgamation faced heated and vocal opposition. The
most strident of the dissenters was Mayor Lastman of North York, who later
melodramatically asserted that he was “in a state of shock,” and “determined
not to let it happen.” Mayors of the municipalities held meetings, press conferences, and a non-binding referendum to foment resistance. But the
government of the day held a comfortable majority at Queen’s Park. The
City of Toronto Act, 1997 passed into law in the spring of that year. The new
City would come into being on January 1, 1998. Now the clock was ticking.
The Province set up a Transition Team, composed of six current and former politicians who had decided not to run in the new City’s first election. Its
primary function was to develop a framework for the new City’s governing
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and administrative structure, and to suggest ways in which it could discharge
its responsibilities. Essentially, it was to oversee the immense task of fusing
together the seven municipalities. However, the Transition Team focused primarily on a vision for the City. It did not develop organizational structures or
effective information systems to help that vision become reality.
The Transition Team hired just five people for key senior positions, all
of whom were ratified by City Council at its first post-amalgamation meeting. Mike Garrett was the Chief Administrative Officer, Wanda Liczyk was
the Chief Financial Officer and Treasurer, Novina Wong was the City Clerk,
Brenda Glover was the Human Resources Commissioner, and Alan Speed
was the Fire Chief. All other positions in the City would be filled by way of
competition after amalgamation.
The megacity’s first Mayor, none other than Mel Lastman, expected to
walk into a “turnkey operation.” What he got was near chaos. “They forgot
to give me the key,” he railed. “It was awful what everybody had to go
through.” The Transition Team had developed a book of instructions, but
Mayor Lastman said, “You can’t run a city with instructions, because not
everything is covered in that book of instructions.”
Mike Garrett was an impressive, responsible, senior public servant who
took the principles of public service seriously. In a July 1999 report to
Council, he wrote about the aftermath of amalgamation: “Toronto’s organizational size and complexity alone are unparalleled in Canadian municipal
government experience and placed extraordinary demands on Council and
the administration to get the ship moving and pointed in the right direction.”
Mr. Garrett was not impressed with the Transition Team’s navigational
aids for this new ship. In the same report, he said, “The Transition Team
provided no administrative systems or basic operating tools to smooth the
transition to a single City. Thus, the new City began life as seven separate
administrative structures. These were in flux because of all the organizational uncertainty immediately preceding the amalgamation. To complicate
matters, none of the necessary information systems were in place or had
been planned by the Transition Team.”
In other words, there were seven independent financial systems, seven
independent human resources information systems; in fact, seven of everything, and staff in the new City couldn’t communicate electronically with
one another because their network systems were also different.
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Mr. Garrett would return to the nautical metaphor in his testimony:
“We had to build the ship as we were sailing it.”
Municipal services had been delivered in different ways and to different
degrees in the seven former municipalities. All areas needed public health
and fire services, garbage had to be collected, roads needed to be maintained, and properties needed to be inspected by health and safety officials.
That was the tip of the iceberg. There were thousands of programs in the
former municipalities that reflected diverse local needs, financial capacity,
and priorities. Each program and service had its own set of policies,
processes, procedures, and systems. Harmonizing and rationalizing all of
these services was an immense challenge, to say the least.
Before amalgamation, there were 381 executive positions in the seven
municipalities. That number shrank to 154. Overall, management and
supervisory positions were reduced from 1,837 to 1,204, and significant
corporate memory was eliminated along with the jobs. It would be 18
months before the management positions that were left were filled for each
department, which meant that many were initially operating without permanent leadership. The new City also had to negotiate with all of the
unions involved. In the end, 56 collective agreements were reduced to six.
Wage harmonization was yet another priority. The disparity in pay for the
same job in different parts of the City was large in some cases. It still is for
many City employees, and almost eight years after amalgamation, as I
write this report, the City is still struggling to harmonize wages. On the
completion of one arbitration award harmonizing pay scales across the
City in mid- 2005, budget chief David Soknacki said, “It’s a festering sore
that needed to be lanced.”
For City staff, amalgamation created a tense environment. A significant
part of the reason was insecurity about their jobs. In many cases, where once
there had been seven jobs, there would soon be just one. Often, more than
six or seven candidates competed for the same job. It was a grim game of
musical chairs on a grand scale. People were playing for their very livelihoods and having no fun at all. Meanwhile, knowing that the efficiencies
they were working to gain would eliminate most of their current jobs, they
were expected to work with their counterparts in each former municipality
to create a unified approach to service delivery. Tempers were frayed and
strategic positioning was the norm.
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Councillors had adjustments to make, too. Those who had served in the
former municipalities were used to a much smaller Council. Only one,
Metro Toronto, had had more than 16 Council seats. The new City had a
Mayor and 57 councillors (reduced to 44 in the second term).
The atmosphere was different, too. For one thing, it seemed that there
was now a more obvious affiliation to political parties. Councillor Bas
Balkissoon, for example, said that, in contrast to his experience in
Scarborough, factions and alliances were now often formed along party lines.
Former Councillor Dick O’Brien referred to the “deep philosophical differences” between former Metropolitan Toronto councillors and former
City councillors. The former Metro councillors “had been dealing with
matters on a macro level and tended to view issues through a wider lens.”
By contrast, the former City councillors were “more parochial and dealt
with concerns within their smaller borders.”
Whatever the reasons, interaction among councillors was strained. They
were not yet working as a team. At the inquiry, Mayor Lastman said that
councillors were “out to kill each other, out to embarrass one another,” and
were making “no effort to work together.” Having had the opportunity to
observe a number of Council meetings in the last few years, I must say that
I have seen many examples of how little progress seems to have been made
in this area to date—if there has been any at all. It was disappointing for me
to see some councillors treating one another with obvious disrespect and
even contempt.
After amalgamation, in fairness to the councillors, they were dealing
with a much bigger and much more complex workload than they were used
to. Councillor Balkissoon said it was four times the volume he had been
accustomed to in Scarborough, and the monthly meeting agendas alone
were up to 30 centimetres thick. Councillor O’Brien described the workload in the first term of Council as “horrific.” Councillors didn’t have the
time to examine each report in detail, nor did they understand everything
they did read. They had to rely on reports and recommendations from staff,
and that brought to light another problem. Councillors in the former
municipalities had come to know and trust staff and had developed reliable
information networks. Those networks were gone, and staff at the new City
were in turmoil. Some councillors didn’t handle it well and, particularly in
the early months of amalgamation, sometimes publicly criticized the staff in
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an unprofessional, humiliating, and demeaning manner if staff performance
failed to meet their expectations.
Meanwhile, there was other major integration work to be done. For
example, there were 160,000 bylaws operating in the seven former municipalities. The City faced the daunting task of harmonizing them. There was
also much work to be done in integrating property resources, such as consolidating office space and operational yards.
The situation was complicated, but there was another complication to
come in the form of a further provincial government initiative. Called “local
service realignment” by its proponents and “downloading” by its detractors,
its aim was to provide a balanced and revenue-neutral exchange of service
and funding responsibilities. The problem was with the revenue-neutral
part of the equation. According to Mike Garrett, the City was providing
more services without more revenue to cover the costs. The bill for the difference was about $200 million per year. “Whoever did the math at Queen’s
Park got it wrong,” he ruefully observed.
Major areas of responsibilities transferred to the City included social
services, the Toronto Transit Commission (TTC), a share of GO Transit,
and social housing. Social housing, for example, had been wholly subsidized
by other governments and now became the sole financial responsibility of
the City. Mayor Lastman said that the City became the largest landlord in
the country. The cost of subsidized rent was about $265 million a year. As
Mike Garrett reported to Council, the Province was “rewriting the provincial-municipal relationship. . . . The responsibility for governing this urban
area increasingly falls solely to municipal government.”
At City Hall, the frustration was palpable. The savings gained by streamlining service delivery were more than eaten up by the service realignment. As
Mayor Lastman pointed out, a city’s only source of revenue is property tax.
When costs for services and salaries increase, where is the city to find the
money? He had made a campaign commitment to a zero tax increase for the
first three years of amalgamation: 1998, 1999, and 2000. With a fixed revenue
stream, consolidating the seven municipalities had to be, as Mike Garrett
described it, a “Robin Hood” operation: services were evened out across the
City by taking resources from the richer areas to give to the poorer ones.
Against this turbulent backdrop, the staff responsibility for delivering on
Mayor Lastman’s zero tax increase promise fell to Wanda Liczyk, Chief
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Financial Officer and Treasurer for the City of Toronto. It was a formidable
assignment, but if anyone had the skill, energy, and political weight to do
it, she did. And it was done. In the time leading up to and following amalgamation, Wanda Liczyk was juggling momentous financial issues, and she
did it with her customary brilliance. But somehow, despite the many calls
on her time and energies, IT matters—and Michael Saunders—made it
onto her agenda regularly.

4. T WO TAX S YSTEMS , O NE C ITY: H OW
THE C HOICE WAS M ADE , AND M ADE ,
AND M ADE A GAIN
Michael Saunders and David Maxson were in the process of rewriting
TMACS to Version 2 when amalgamation was announced. TMACS would
now have to compete to become the tax system for the new City of Toronto.
The first shots in the battle of the tax systems were fired in the spring of
1997. The amalgamation legislation had passed, and the deadline, January
1, 1998, was only months away. In the past, treasurers, tax people, and IT
people from the seven municipalities would meet congenially to share information. Now, they would be competing for the few positions that would
remain when the smoke cleared. Morale was low, but they still had to work
together to choose a tax system.
The timing could hardly have been worse. On top of all the amalgamation headaches, Y2K was looming. “Y2K compliance” was the talisman that
would ward off the doom awaiting all the world’s computers at midnight on
the eve of the new millennium. Many city services depended on computers,
and the IT systems had to be ready.
And there were other problems. The Province had introduced legislation
to update all of the tax assessments in Ontario to reflect current market
value, along with related legislation that made collecting the reassessed taxes
even more complicated. The City would need a system that could handle it.
At the time, there were only two known systems on the market with that
potential. TMACS, brainchild of Michael Saunders and David Maxson,
was one. The other was Tax Manager 2000, or TXM.
TXM started as a partnership between the governments of Scarborough
and Mississauga in 1994. To develop TXM, they had chosen a path very dif-
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ferent from the one followed by Messrs. Saunders and Maxson in developing TMACS. Before beginning work on the project, Scarborough and
Mississauga signed a detailed partnership agreement, which included the
creation of a steering committee composed of representatives from each
municipality to manage the project. They elected to document all of their
business requirements before even starting the systems work on TXM.
TMACS, on the other hand, was developed in modules. Each module was
developed, tested, changed on the fly, and then documented (or not) as the
project went along. Each method has its merits, and each is a generally
accepted approach to systems development.
The differences in approach now posed a problem. Both systems were
works in progress. TXM had a detailed paper design, but it hadn’t been
built, so to speak. TMACS had some developed modules, but there was little on paper for useful comparison with the TXM design. It was truly like
comparing apples with oranges.
The municipalities of Toronto and Etobicoke had signed on to the
Scarborough-Mississauga TXM project in mid-1997. They knew amalgamation was on the horizon, that one system would ultimately prevail, and
that it might not be TXM. Why didn’t they wait to find out which one
would be chosen? The answer is a complicated stew of hedging their bets,
getting on with the job, strategic alignments, and simple preference. And
they couldn’t have foreseen that joining a partnership with a city in an adjacent region, Mississauga, would become problematic later on.
In the result, when the battle lines for the tax system were drawn, four
of the seven participants had already chosen sides. Scarborough, Toronto,
and Etobicoke sided with TXM. North York planted its flag firmly beside
TMACS. East York, York, and the former regional government of
Metropolitan Toronto (which had no taxing authority) had not yet decided
which system to support. With the storm of amalgamation about to break,
the combatants were in for a muddy conflict.
In May of 1997, a staff transition team made up of the municipal treasurers called in a neutral party for guidance. The accounting firm Deloitte &
Touche was directed to organize an independent evaluation of the two tax
systems. They were given only until the end of June to complete the task—
less than ideal, but the pre-amalgamation “to-do” list was long. Two groups
were to evaluate the systems. The “user” group was composed of those who
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would be relying on the system in the end, generally the municipal tax
directors. The “technical” group was made up of the IT staff who would be
making it work. Each group had seven members, with one representative
from each of the municipalities.
Many evaluators were already aligned on one side or the other, and they
were firmly entrenched in their views. Sparks flew. Even the minutes of the
meetings captured a heated, confrontational atmosphere. Passion and vitriol
in a discussion about tax collection systems? Take unshakable views, add job
competition, and confrontation is not surprising.
What is surprising is how deeply Wanda Liczyk was involved in the
entire process, right down to the smallest detail. Indeed, she seemed to be
the most passionate advocate at any managerial level. She was now also the
City Administrator for North York, and the selection of a tax system was
not in her burgeoning bundle of transition responsibilities. The practical
work of carrying out the evaluation had been delegated below her, and she
had plenty of other things to do. Al Shultz (who reported to her, and in
whom she had considerable confidence) was North York’s Acting Treasurer
and its representative on the treasurers’ transition team. Nonetheless,
Wanda Liczyk’s views permeated the debate, and her fingerprints were on
matters as trifling as selecting a meeting location.
No other City Administrator was involved in the Deloitte & Touche
evaluation, and even the treasurers had delegated the work. Brenda
Glover, for instance, the Treasurer for Etobicoke, trusted her staff to do
their jobs and relied on their opinions. She didn’t think it was necessary
for the treasurers to carry out a hands-on evaluation of the tax systems.
She was right.
In the end, the evaluators favoured TXM by a vote of four to three in
the user group and five to two in the technical group. The treasurers met
and chose TXM by a vote of six to one, with North York alone dissenting.
This was very unusual. The provincially appointed Transition Team made
many, many decisions affecting amalgamation. Generally, by the time
departmental staff from the municipalities came to the Transition Team for
a decision, they had already agreed upon a recommendation. Paul
Sutherland, a former Councillor and Deputy Mayor of North York
appointed to the Transition Team, didn’t recall any other instance where a
municipality dissented.
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TXM had decisively won the battle, but not, as we shall see, the war.
Shortly after the treasurers’ vote, Brenda Glover, who was responsible for
leading the tax system selection, got a phone call from Wanda Liczyk. Ms.
Liczyk was “very, very angry” about the decision to go with TXM and was
“very, very strong about it.” Brenda Glover didn’t know Wanda Liczyk very
well at the time, and she was taken aback. The treasurers had all agreed on
an evaluation and selection process. At the end of the day, despite their individual professional opinions, they had reached an agreement, and they had
done so through the agreed-upon process.
By this time (June 1997) Michael Saunders had been working on
TMACS for six years. He had no other clients to speak of. TMACS was his
livelihood. And he and Wanda Liczyk continued to be close friends.
No one else was as vehement during evaluation as Wanda Liczyk was,
and no one else was as angry at the outcome as Wanda Liczyk was. No one
else had a close friend whose livelihood was hanging in the balance.
Coincidence? It doesn’t matter. The possibility that it might not have been
a coincidence is what counts.
The treasurers chose TXM at a meeting on July 15, 1997. In another
noteworthy digression from her pre-amalgamation responsibilities, Wanda
Liczyk attended the meeting. Hers was the lone voice of dissent.
The North York tax system team wrote a lengthy and detailed dissenting
memo to file recording their opposition to the decision to go with TXM.
Although it was a group effort, Wanda Liczyk was the primary author. She
took the time to do it, and that is another sign of her deep attachment to
the issue. Was her attachment to Mr. Saunders’s tax system or to Mr.
Saunders himself? The two were irreversibly jumbled and cannot now be
sorted out. Ms. Liczyk made that impossible by keeping her conflict secret,
even as she aggressively placed herself right in the thick of the tax system
selection process.
North York’s push for TMACS, championed by Wanda Liczyk, didn’t
end with the treasurers’ decision in favour of TXM. Despite their clear and
(except for North York) unanimous choice, Wanda Liczyk had told them
that North York would continue developing TMACS, ostensibly because of
the risk involved with TXM, and because North York needed TMACS for
its 1998 supplementary and interim tax billing.
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5. T HE T URNABOUT
When the treasurers chose TXM, the competition for Toronto’s tax system
should have been over. It was not. In the months that followed, development continued on both systems. More demonstrations of the two
systems were arranged, and a series of events took place that would eventually lead to the downfall of TXM. By October 1998, the TMACS
victory was complete.
How did this turnabout happen?
It doesn’t appear that Wanda Liczyk orchestrated the TMACS success
from the very beginning, but when it was within her power to act in favour
of TMACS, she did. Sometimes that meant taking on issues that were not
hers, and sometimes it meant hiding the truth from others. She was certainly an important contributor to the eventual success of TMACS at the
City of Toronto.
Ultimately, nothing really turns on the distinction between deftly
orchestrating the triumph of TMACS and merely contributing to it. The
central problem remains. Whatever she did for TMACS, she was effectively
doing for her close friend, Michael Saunders, whose livelihood was
TMACS. Therefore, anything she did to push for TMACS was too much.
The following is a chronology of the major steps in the ascendancy of
TMACS and the fall of TXM, from September 1997 to October 1998.
Each step taken by Ms. Liczyk is a discrete wrong on her part. Each is a violation of her duty, in light of her close friendship with Mr. Saunders, to step
back and play no role at all.
September 1997
Amalgamation was looming. The workload was enormous and complicated. Harmonizing the tax system was just one of many important
outstanding tasks. It was all hands on deck.
The Transition Team had approved the treasurers’ choice of TXM as the
new City’s tax system. A formal agreement for its development couldn’t be
prepared between Toronto and Mississauga, since the new City of Toronto
did not yet exist. Instead, the municipalities signed a “Letter of
Understanding” for the TXM project that outlined their respective roles in
the project. Every one of them, except North York, signed on for some
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form of participation. Even East York and York, which had no money or
people to give, had “observer” status. It was a big job, time was short, and
North York had valuable expertise to contribute. In the midst of this
urgent need, North York’s decision to withhold its help from TXM was a
serious handicap.
According to Ms. Liczyk, TMACS Version 2 was being developed as a
backup in case TXM failed, and because North York had to upgrade
TMACS to do its 1998 interim billing. However, both Wanda Liczyk and
Margo Brunning, North York’s strong-willed tax lead, acknowledged that
TMACS Version 1, operating in North York since 1993, was capable of
coping with the new current value assessment legislation. TMACS Version
1 could easily have worked for North York’s interim billing, and as a backup
system for the new City, so there seemed to be no reason to continue developing TMACS Version 2 once TXM had been chosen. Did Wanda Liczyk
decide to continue developing TMACS because she was determined to
make it Toronto’s tax system? She denied it, but subsequent events raise
doubt. Meanwhile, Michael Saunders continued to earn hefty consultant’s
fees for TMACS.
December 1997
Wanda Liczyk had been appointed Chief Financial Officer and Treasurer for
the new City of Toronto in November. It was North York all over again:
Mayor Lastman and Treasurer Liczyk.
As Treasurer, she now had ultimate responsibility for the tax system.
Wanda Liczyk claimed that she supported the ongoing development of
TXM but didn’t have time to be an “active, visible cheerleader” for the project. Her attitude and actions do not suggest so much as lukewarm support
or even benign indifference to TXM. They show doubt and scorn. She may
not have had time to cheerlead for TXM, but she had time to criticize it,
and time to actively support its rival, TMACS.
Wanda Liczyk went to Mississauga, the development site for TXM, to
look at the project. She was very disparaging and told the TXM team they
would never complete the system on time. A supporter would have tried to
make more resources available to TXM to speed things up. Instead, Ms.
Liczyk left her scarce development resources concentrated in North York,
focused on the unnecessary upgrade of TMACS.
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Wanda Liczyk approved a December 8 proposal from Michael Saunders
to “Produce [the tax] Bill on Addabase [sic] system.” This was really
TMACS Version 1. So, while awaiting TXM, North York could issue its
1998 interim bills on TMACS Version 1 after all. In other words, continuing the work on TMACS Version 2 had not been necessary.
January 1998
All of the former municipalities, except North York, issued their 1998
interim tax bills on their old systems. As we have seen, Michael Saunders
and David Maxson had continued to develop Version 2 of TMACS, and
that’s what North York ended up using.
North York had shunned TXM and that was a major concern, as the
minutes of the January 9 implementation team meeting show. Estelle Lo,
formerly Scarborough Treasurer and now in charge of the TXM project,
asked Wanda Liczyk to authorize North York staff to help. The request
leaves no doubt about who was in control over whether North York would
help with TXM.
Both tax systems had been demonstrated several times before the choice
of TXM was made. Now, both tax systems were demonstrated again: TXM
on January 13 and TMACS on January 20. If the decision had been made,
and TMACS was to be only the backup system, why was another demonstration necessary? It was as if the Transition Team’s decision had never
happened and the choice of a tax system for the new City was still wide
open. Estelle Lo couldn’t understand why debate persisted. TXM had been
chosen six months earlier. She thought these demonstrations were a waste
of time and resources.
Ed DeSousa was an experienced and astute professional civil servant.
The former tax lead in Etobicoke, he knew municipal tax inside out. He
also understood human nature. His testimony captured the sheer frustration that City staff were experiencing at this time. They were seeing
everything they had worked for on TXM flattened as Wanda Liczyk steamrolled ahead, carrying the TMACS banner.
Estelle Lo was leaving the City, and Ed DeSousa had already let Wanda
Liczyk know that he was interested in Ms. Lo’s job as interim tax lead. A
few days before the North York TMACS demonstration, Ms. Liczyk sent
Mr. DeSousa an e-mail. She dangled the interim tax lead job in front of him
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as the carrot. The stick was his stated preference for TXM. She asked him
to keep an open mind about the tax system, to “take a look at what we’ve
got and let’s talk about which project is the least risky for the City.” Margo
Brunning (an intransigent TMACS booster) would arrange for him to look
at TMACS that week. What “we’ve” got, Ms. Liczyk had said. With that,
she revealed her true feelings about TMACS and TXM. TMACS was her
system, her North York team’s system, and her preference. TXM came from
outside. It was as if amalgamation had not happened.
After the TMACS demonstration, Ed DeSousa wrote to Wanda Liczyk
and suggested continuing to develop both systems. He actually preferred
TXM, and was to endure pestering and verbal abuse from Michael Saunders
later because of it. But after her tantalizing hint that he might get the top
tax job, he knew that Wanda Liczyk was testing his loyalty. She clearly preferred TMACS and she had the upper hand. He was ambitious, and he did
the pragmatic thing. He straddled the fence, assuming that declaring for
TXM would be “career limiting.”
February 1998
Ed DeSousa’s tactful memorandum to Ms. Liczyk served its purpose for the
short term, and she appointed him the interim tax lead on February 3. Mr.
DeSousa thus took over responsibility for the TXM project.
Sometime in early 1998, Wanda Liczyk had actually told Brenda Glover
that she had decided to go with TMACS. Ed DeSousa said he and others
working on TXM saw that “the writing was on the wall.” TMACS was
going to be the new tax system, especially in light of Ms. Liczyk’s strong
views on the subject. They wondered if all of their hard work on TXM was
for nothing.
After his appointment, Ed DeSousa asked Wanda Liczyk why she didn’t
simply order the switch to TMACS. She replied that she couldn’t do it
“politically” and that she would need a report from staff recommending the
switch.
Ed DeSousa never went as far as to come up with that report, despite
knowing that it might help make his interim job permanent. His ambivalent memo had secured him the interim tax lead position, but he could
dilute his principles only so far. “Staff were not advising me that it was the
right decision,” he said, “and as long as staff were telling me that it wasn’t

70

FACTS AND FINDINGS

the right decision, I was basically following staff ’s recommendation and I
wasn’t comfortable with recommending TMACS.”
Meanwhile, Wanda Liczyk again showed her negative attitude to TXM.
This time, it had to do with marketing TXM to other municipalities to
defray the cost of development. The TXM steering committee had learned
that, on his own, a member of the TXM team originally representing
Scarborough had all but completed deals to sell TXM to Brampton,
Richmond Hill, and Markham. Debbie Barrett, a talented Mississauga representative on the TXM project, had taken over the marketing from the
Scarborough representative and felt she had to honour those deals.
When Wanda Liczyk found out, she wrote to David O’Brien, then
Mississauga’s City Manager (and, by the time she testified, her boss at
Toronto Hydro). She criticized Debbie Barrett for negotiating the deals
without informing the TXM steering committee. The accusation was
unjustified. It wasn’t a Mississauga employee who had actually negotiated
the deals. From the tone of the letter, Mississauga seemed to be considered
more of an adversary than a partner. Ed DeSousa, Debbie Barrett, and
David O’Brien all said that Wanda Liczyk prematurely escalated the matter.
The TXM steering committee, not Ms. Liczyk, should have dealt with it.
In the same letter to Mr. O’Brien, Ms. Liczyk insisted that the proposed
$160,000 licensing fee for TXM was much too low, and it should be
$250,000 to $300,000 at least. Actually, Michael Saunders had earlier
licensed TMACS to Brampton for only $50,000. Wanda Liczyk denied
knowing that at the time she wrote to Mr. O’Brien. If that’s true (and it is
hard to believe, given their close friendship), she clearly had done no
research into market value before putting a price tag on TXM. Either way,
setting an unrealistically high price gives the impression that Ms. Liczyk was
trying to thwart the successful marketing of TXM.
March 1998
Wanda Liczyk approved two more proposals from Michael Saunders. One
was for the conversion of TMACS to TXM, and one was for the ongoing
support of TMACS to June 1998. The cost of each was $50,000. Wanda
Liczyk’s approval authority for sole-source contracts was $50,000. She said
she didn’t feel she was exceeding her authority by signing two contracts
simultaneously, for a total that was double her approval limit, because the
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practice in North York had been that Michael Saunders would submit two
proposals on his Beacon Software letterhead: one for himself and one for
David Maxson. That practice had apparently seemed acceptable in the family-style, just-get-it-done days in North York, but in her new position as the
Chief Financial Officer of Toronto, Wanda Liczyk should have been careful
not to slip back into that comfortable, inappropriate informality. And given
her financial acumen, it is difficult to imagine that she didn’t see it for what
it was: a clear example of contract splitting. No one was given an opportunity to object, because Ms. Liczyk showed those documents to no one.
By this time, TMACS Version 2 was operational, and it had already put
out the 1998 interim tax bills in North York. Yet Michael Saunders was still
flown in from Rhode Island weekly, put up at a hotel, and paid at a consultant’s hourly rates.
The contract-splitting issue aside, Mr. Saunders’s work at this time
vaulted Ms. Liczyk’s conflict of interest transgressions into an audacious
new category. She had authorized Mr. Saunders to implement TXM in
North York. In other words, his task was to put in place the very system that
would put him out of business if it succeeded. To put a company in such a
position vis-à-vis its major competitor can only be described as naive, unless
of course there is an ulterior motive. It is like putting the fox in charge of
the henhouse—and paying the fox handsomely for the privilege. Did she
appreciate the implications of what she was doing? Or did she really expect
Mr. Saunders to be completely altruistic? If the latter, then why did she keep
his consulting proposals entirely to herself?
April 1998
Margo Brunning attended TXM “Train the Trainer” sessions and dutifully
reported back to Wanda Liczyk that she was keeping a list of the problems
with the TXM system. A team training exercise for a soon-to-be-implemented system seemed, strangely, much more like an opportunity for secret
reconnaissance of the enemy to aid in a plan of attack. This was in character for Margo Brunning. She was an overtly passionate TMACS supporter,
to the point of abandoning the fairness and objectivity so essential to making sound decisions in the public interest. Margo Brunning acknowledged
that, had she worked on TXM from the beginning, she would have spotted
the bugs in the system much sooner. Ms. Liczyk’s decision to withhold
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North York’s helping hand, back in September 1997, was now, on the eve
of the TXM rollout, having demonstrably negative consequences.
May 1998
Unfortunately for Ed DeSousa, although he got the top tax job on an
interim basis back in January, he lost the competition for the permanent
position. The title of Director of Revenue had gone to the very talented
Giuliana Carbone. Her performance in the position was exemplary, but Ed
DeSousa also rose to the occasion. Despite losing the job he wanted, he very
ably and without complaint gave his new boss, who came into the job without any tax experience, the very best tutelage he could offer.
In early May, Giuliana Carbone was learning the ropes. She was a certified general accountant and had most recently served as North York’s
Director of Administrative Services in Public Health. Lacking tax experience, she had to work hard to bring herself up to speed. By all accounts, she
was a quick and dedicated learner and rapidly earned the respect of her staff.
Within days of assuming her new post, Giuliana Carbone had to take on
board the lingering competition between the two tax systems and the two
opposing camps of supporters. Before the ink was dry on her contract, as it
were, she was expected to choose between them. It was clear to her which
system her new boss preferred. One of the first things Ms. Liczyk had told
Ms. Carbone was that she doubted TXM would be ready for the June final
tax billing. She had added that she trusted Michael Saunders, and he had
never let her down.
Ed DeSousa had also briefed Giuliana Carbone on Wanda Liczyk’s strongly
held views. Ms. Carbone was properly relying on experienced staff for advice,
and Mr. DeSousa didn’t hesitate to tell her what was really going on:
We need to pick a system which represents least risk right now to the
City, so we can get out a tax bill. Let’s make a damn decision now and get
on with it!!! I have made my choice on a system, but I am ready to support any decision (the key word being “decision”) so we can end this
agonizing torture of indecision, games being played, backstabbing, illfeelings, low morale (I will stop now) that has gone on for over a year.

Ed DeSousa preferred TXM, but he thought TMACS was sure to win in
the end thanks to Ms. Liczyk’s influence. He was ready to work with
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TMACS but was not about to be manoeuvred into recommending that the
City choose it.
Everyone was frustrated with the endless vacillation, but Wanda Liczyk
asked Giuliana Carbone to assess the two systems yet again. Ms. Carbone
arranged demonstrations for May 13. When asked at the inquiry why there
had been another demonstration, Ed DeSousa was understandably rueful,
and even appropriately sarcastic: “Why not? We had been through so many
demonstrations and the right system hadn’t been picked yet; so you keep
going until you pick the right system.”
Giuliana Carbone had walked into a near-impossible situation. For
almost a year, the TXM-versus-TMACS battle had raged unresolved. It
seemed to the TXM team that the Treasurer’s office was the base camp for
guerrilla warfare against TXM. They were beginning to buckle under the
strain. Tax collection day was only weeks away.
Tax billing software is enormously important and enormously complex.
Billions of dollars of revenue hang in the balance. Delays in collecting it,
even delays counted in days or weeks, can mean that millions of dollars in
interest is unavailable for the City’s use. Added to that pressure, perhaps
nothing infuriates people more than errors on their tax bills. The heat is on
to get it right every time.
Ms. Carbone had won the top tax job fairly, on merit. Her performance
over time shows that she richly deserved the post. But when she had been
on the job for mere days, having come to it with no tax background, Wanda
Liczyk was pushing her into making a critical choice.
After the evaluation, Giuliana Carbone bravely shouldered her responsibilities and made the best choice she could. She decided to stay the course
with TXM for the time being, but planned to separate from the partnership
with Mississauga and bring the tax system in-house by the end of 1998. She
would use TMACS as the template and incorporate the best features from
both TMACS and TXM. In other words, she didn’t intend to simply discard TXM and replace it with TMACS.
Significantly, she didn’t know at the time that North York, and therefore
the new City of Toronto, was completely reliant on Michael Saunders and
David Maxson for the development, operation, and maintenance of
TMACS. She didn’t appreciate that continuing to use or develop TMACS
would bind the City to their continuous, long-term involvement.
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How could she have known? Wanda Liczyk kept asking for and approving proposals from Michael Saunders. But he submitted them to her alone,
and she didn’t share them, or even the fact that they existed, with Ms.
Carbone. Instead, she kept Mr. Saunders’s proposals in her own office. Ms.
Liczyk acknowledged that she should have given these proposals to Ms.
Carbone but dismissed her failure to do so as an oversight on her part. It
was one of many oversights, as it turned out.
Even while Giuliana Carbone was evaluating the two systems, Michael
Saunders submitted two more proposals to Wanda Liczyk, at her request, to
work on the main tax billing until July. Again, these proposals were for
$50,000 each, for a total of $100,000. Again, it was contract splitting to
avoid Ms. Liczyk’s $50,000 approval ceiling. She didn’t discuss these proposals with Giuliana Carbone, and Ms. Carbone knew nothing of them
until much later.
Wanda Liczyk was the most senior financial bureaucrat in a work force
of many thousands in the City of Toronto. Michael Saunders was merely
one consultant, working on one particular piece of software in one department. If not for their close friendship, it wouldn’t have occurred to Wanda
Liczyk to micromanage his contracts. It was not even remotely in her job
description.
So, in the normal course of City business, who would have been responsible for Michael Saunders’s contracts at that time? Giuliana Carbone. In
the normal course of City business, who should have carriage of an apparently routine contract with a consultant? A very busy Chief Financial
Officer or a manager at the appropriate level in the bureaucracy? The
answer is self-evident. There was no business reason for someone in Ms.
Liczyk’s position to handle those contracts. But for some reason, she took
the unusual step of keeping them in her personal possession, thus keeping
them out of the regular contract management process and out of Ms.
Carbone’s sight. Not knowing of them, Ms. Carbone obviously had no
access to them. Why did Wanda Liczyk keep Giuliana Carbone in the dark
about Michael Saunders’s contract? Was there anything going on—apart
from Ms. Liczyk’s well-established partiality to Mr. Saunders? There was.
Michael Saunders’s May proposals were for the “1998 main billing and
ongoing support to July 1998 on TMACS.” The funny thing was that when
he submitted those proposals (knowing, of course, that Ms. Liczyk would
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authorize them), Ms. Carbone had only just seen TXM and TMACS
demonstrated. She had not yet decided between them. The inescapable conclusion is that Wanda Liczyk had already made the decision for her.
TMACS, and her close friend Michael Saunders, would prevail.
Wanda Liczyk tried to explain away the substance of those proposals: she
had thought TMACS was going to be the base system, and they would then
add in various desirable components from TXM. That explanation is flatly
contradicted by the memo in which Giuliana Carbone recorded her actual
decision, which was to keep TXM for the time being. It is further contradicted by Ms. Carbone’s testimony, which I accept as true.
Following Giuliana Carbone’s recommendation to stay with TXM, all of
the former municipalities began implementing it, including North York.
Michael Saunders was now in a delicate position. Back in March, Wanda
Liczyk had tasked him with implementing TXM. But since she had also
approved his May proposals, he had a green light to push ahead with implementing TMACS. Something had to give, and it was going to be TXM, not
TMACS.
Wanda Liczyk’s name for the software that was to encompass a Citywide, integrated revenue management system was “Revenue Management
and Accounting Control System,” or RMACS. It was based on TMACS,
but with application beyond tax collection. Michael Saunders sent an e-mail
to Giuliana Carbone on May 20: “If you believe that we should go to
RMACS in the fall, why not keep North York on the [TMACS] system?”
And that is exactly what he conspired to achieve. A few days later, he sent a
cloak-and-dagger e-mail to his trusted TMACS ally, Margo Brunning:
“Keep your mouth shut. I need to explore what happens if we stay on our
current system.”
June 1998
Cameron Currie was a Programmer-Analyst at North York. He worked quietly and diligently, and took great pride in his work. He often put in long
hours without complaint to get a job done. In the late spring of 1998, he
had been assigned to work on the conversion from TMACS to TXM in
North York. Migrating from one system to another always has its technical
challenges, and this project was no exception. Mr. Currie needed help, and
he needed to get it from someone who knew TMACS well. He asked Mr.
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Saunders to lend him a hand. Mr. Saunders refused. This was the same Mr.
Saunders who was being paid handsomely to ensure a successful transition
from TMACS to TXM. Of course, this was also the same Mr. Saunders who
had every reason to want TXM to fail.
Bob Ripley had been the tax lead in Scarborough. He went to North
York one afternoon in June to help Cameron Currie with the conversion to
TXM. In his low-key way, he essentially corroborated Mr. Currie’s tale of
frustration in trying to do his job and get TXM working. Mr. Ripley
recalled that Michael Saunders and David Maxson were not just withholding their help, they seemed amused and pleased that the conversion to
TXM was rocky and rough going.
TXM was not meeting the deadlines. The go-live and sign-off dates were
delayed more than once. Finally, on June 18, an incomplete version was
released, providing just enough functionality for the City to put out the
1998 final tax bill.
One reason TXM was delayed was the Province’s tardiness in issuing the
necessary municipal tax-related regulations and supporting information.
Another reason was that resources from the Toronto half of the TorontoMississauga partnership were disappearing. Debbie Barrett, in measured
and insightful testimony, described how the TXM project could have been
farther along at that point if it had not lost the valuable contribution of people such as Bob Ripley, Ed DeSousa, and Audrey Birt, the former tax lead
for the old City of Toronto.
Ms. Barrett met with Giuliana Carbone and set out for her the importance of expert resources to the success of the project. But Ms. Carbone
couldn’t help. She had no people to assign to the TXM development office
in Mississauga. Amalgamation was taking its toll: people were leaving,
budgets were cut, and key allocation decisions had been set in stone before
she arrived on the job.
Giuliana Carbone started as Director of Revenue in April and arrived
much too late to make a difference to TXM. Her inability to help was a
stark contrast to North York’s bald refusal to help in September 1997. Back
then, North York had resources dedicated to TMACS that could have
made a big difference, at least in hindsight. The war between TXM and
TMACS was fought at a time of limited resources. In effect, it was a war
of attrition, which TXM lost. Before it ended, countless hours of diligent
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effort by Toronto staff would be wasted. And most important, given that
both TXM and TMACS could have met the City’s needs, the war was
utterly pointless.
July 1998
Between July 6 and July 20, all of the former municipalities, except North
York, converted to TXM. June 16 was the original due date for Toronto’s
1998 final tax bills, but delays with TXM meant that they didn’t go out
until August, with due dates in the fall.
North York never did convert to TXM. The 1998 final tax bills went out
on TMACS, just as Ms. Liczyk authorized through her agreement with Mr.
Saunders in May.
North York’s TMACS faithful had entreated Giuliana Carbone to stay
with TMACS for the 1998 final billing. She refused. Wanda Liczyk persuaded Ms. Carbone to change her mind. Ms. Carbone testified, “Wanda
really wanted them to stay on the North York system. She was worried
about Tax Manager 2000 [TXM]. She was strongly pushing that way.”
Wanda Liczyk was her boss. TXM was having problems, and Ms. Carbone
thought Ms. Liczyk probably had good reasons for pushing TMACS. But
until her discussion with Wanda Liczyk, she had not seriously considered
staying with TMACS for the final billing. Ms. Liczyk persuaded Ms.
Carbone to allow North York to stay on TMACS, supposedly “as a precaution,” and North York could convert to TXM later.
Meanwhile, on July 17, Michael Saunders submitted two more proposals. Once again, these proposals reached Wanda Liczyk’s eyes only. Without
discussing them with anyone, and without authority, she approved them.
The proposals even said when the TMACS victory would happen. The former municipalities would convert from TXM to TMACS between October
15 and November 30, 1998.
Michael Saunders closed his proposals on a triumphant note: “The City
decision to go with TMACS with one database is the right decision. . . .
Thanks again for making the selection to TMACS.” So the City would convert to TMACS. Michael Saunders and Wanda Liczyk knew it, but as we
have seen, Giuliana Carbone, whose job it was to make the decision, did
not. Wanda Liczyk, the Treasurer, took this final step with her close friend,
the consultant, and didn’t discuss it with her own Director of Revenue who
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was responsible for it. Again, she kept the proposals in her office, where Ms.
Carbone could have no knowledge of them.
Ms. Liczyk didn’t have the authority to sign those untendered proposals.
They were for $225,000 and $250,000—far in excess of her delegated
authority of $50,000. In a now-familiar refrain, she described her failure to
get approval from her boss, Mike Garrett, as a simple oversight. Another
oversight. A significant oversight. Not an oversight to be expected of the
Chief Financial Officer of the City. Mike Garrett said, in another (but
equally applicable) context, that the need to get authority to spend money
is something a municipal manager learns early on. Going far beyond her
authority was not an oversight. It was a calculated deception, and it put
TMACS over the finish line.
Giuliana Carbone would continue to be out of the loop about the
TMACS victory for some time. Michael Saunders was thanking Wanda
Liczyk for choosing TMACS on July 17. It wouldn’t be until after the
September TXM steering committee meeting, when she would learn that
the system wouldn’t be finished until the end of the year, that Ms. Carbone
would even start thinking about switching to TMACS permanently.
August 1998
At Wanda Liczyk’s direction, Toronto stopped paying invoices from
Mississauga for the TXM development costs.
Mississauga and Toronto were partners in the TXM program, and
Toronto violated its agreement with Mississauga in withholding payment of
the bills. The agreement was that Mississauga would pay the development
costs and then invoice Toronto for its share. Mississauga was financially vulnerable in this arrangement, and Toronto took advantage. Nothing in the
agreement authorized Toronto to withhold payment. Ms. Liczyk’s TXM
exit strategy was consistent with the disregard for process she had displayed
in promoting TMACS.
September 1998
TXM continued to miss deadlines, and things were getting worse. At the
TXM steering committee meeting, Giuliana Carbone learned that the system was again delayed and wouldn’t be ready until the end of the year. Ms.
Carbone was frustrated but pragmatically decided to wait until the October
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meeting and then assess the progress again. She outlined her thinking to
Wanda Liczyk. Ms. Carbone got the impression that Ms. Liczyk was not
pleased about the delay, and not pleased with her for failing to switch to
TMACS right away.
TXM had genuine shortcomings. It had been implemented as five separate instances, one for each amalgamating municipality (the exceptions
were North York, which stayed on TMACS, and Metro, which didn’t have
taxing authority). It was incomplete, and items that were not part of the
first phase of the project were still outstanding. Staff could not yet process
tax appeals or refunds. They had limited information for explaining tax calculations. All of this meant a longer wait for people with questions for the
call centre. The news media were critical of these shortcomings, and City
Council was pressing for action to fix the problems.
Developing the system in partnership with another city had its challenges too. Toronto couldn’t simply adjust the TXM system to reflect its
own approach. Changes to the system had to go through the steering committee for approval.
TXM also continued to suffer from the lack of resources assigned to the
project. In September, the last Toronto worker departed from the
Mississauga development project office, and by the end of September,
Mississauga was going it alone.

6. B OWING TO THE I NEVITABLE :
T HE S WITCH TO TMACS
On October 7, Giuliana Carbone attended the TXM steering committee
meeting. She saw little progress. She spoke to Bob Ripley about the problem the same day. He was an experienced tax professional and an ardent
supporter of TXM. But he recommended that they switch to TMACS, and
later put his recommendation in a memo. Giuliana Carbone accepted his
recommendation. She took it to Wanda Liczyk, who immediately went to
her boss, Mike Garrett. By the next day, Michael Saunders had already prepared a conversion plan for the City’s switch to TMACS. By the end of
November, all of the former municipalities had converted to TMACS.
On the surface, the switch from TXM to TMACS was businesslike, procedurally sound, and efficient. At a deeper level, internecine intrigue had
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fuelled the tax system fight for well over a year. Bob Ripley’s memo to
Giuliana Carbone was not what it seemed. Giuliana Carbone’s decision was
not what it seemed. Wanda Liczyk’s meeting with Mike Garrett was not
what it seemed. And the end of the partnership with Mississauga was certainly not what it should have been.
Bob Ripley’s memo to Giuliana Carbone said that TXM was “a poor second choice” compared with TMACS. When he wrote those words, he didn’t
believe them. He had capitulated. The events of the past year had made it
plain to him that Ms. Liczyk wouldn’t be denied what she wanted, and she
clearly wanted TMACS. The relative merits of the two systems had long
ceased to carry any weight.
Mr. Ripley could see that TXM, despite its merits as a tax system, was
losing the war of attrition. The Toronto tax experts had all been pulled off
TXM development, and Toronto had stopped paying the TXM bills from
Mississauga. But TMACS was going full steam ahead.
When the City severed its financial and working relationship with
Mississauga, Bob Ripley saw the death of any hope that Toronto would ever
use TXM. For one thing, Toronto was the only municipality in Ontario to
apply a phase-in program to the increased taxes resulting from current value
assessment. The City of Mississauga was not doing it, and therefore had no
need to build it into TXM. Toronto had stopped sending either people or
money to the project, so there was no chance of adding the phase-in capability. Without it, TXM couldn’t continue to run in Toronto. Other
necessary features yet to be built into TXM would suffer the same fate now
that Toronto had bled all its support out of the project.
In October 1998, Bob Ripley surveyed the tax system battlefield and saw
that TXM was beaten. TMACS was the victor, and now the only choice.
Bob Ripley understood the role he was playing when he recommended
the switch to TMACS. Some time earlier, he had asked Ed DeSousa why
Wanda Liczyk didn’t just order a switch to TMACS. Ed DeSousa had once
asked Ms. Liczyk the same question. She had said she couldn’t do it politically. She needed someone from staff to make the recommendation. Bob
Ripley unenthusiastically decided to take it upon himself to give Wanda
Liczyk “the tool she was looking for.”
Giuliana Carbone’s endorsement of Bob Ripley’s advice was not what it
seemed, either. Unlike Bob Ripley, though, she came to understand this
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only in hindsight. In those turbulent times, and as a rookie Director of
Revenue on a steep learning curve, she had little time to pause and contemplate the big picture. And an important part of the picture was still behind
the veil concealing the true relationship between Wanda Liczyk and
Michael Saunders. In hindsight, Ms. Carbone concluded that perhaps Ms.
Liczyk was simply waiting for her to catch up: “[She was] guiding me along
until I arrived at that decision.” Ms. Carbone’s notion that this was gentle
guidance is far too kind. The triumph of TMACS is not a story of thoughtful mentoring. It is a story of arrogance, deceit, and abuse of power, all
rooted in a conflict of interest.
Wanda Liczyk’s meeting with Mike Garrett was also not the routine briefing it appeared to be. Instead of an accurate account of the matter, she gave
him half-truths. She told him the City was going with TMACS, but she
deliberately neglected to mention that the Transition Team had approved the
treasurers’ decision to go with TXM. At the inquiry, Mr. Garrett said that the
decision to switch would have required a public report to Council and
Council approval. She also neglected to mention her long-standing close
friendship with Michael Saunders. Mr. Garrett was unequivocal, and unassailably correct, in his view that she should have declared this conflict and
removed herself from any decision affecting Mr. Saunders, his company, or
any companies related to his. This she had known for some time.
City Council should have been told of the tax system switch for another
important reason. It meant terminating a significant legal partnership with
another municipality. Wanda Liczyk claimed that Mary Ellen Bench, a
Director in Toronto’s Legal Services Division at the time, told her that terminating the TXM agreement didn’t need Council approval. Ms. Bench
denied discussing this with Ms. Liczyk; moreover, if Ms. Liczyk had asked
for her advice, Ms. Bench would have told her that the matter should
indeed go before Council.
The City didn’t bother to tell Mississauga that it was abandoning the
TXM project. Wanda Liczyk tried to end the partnership without following the strict termination provisions in the original 1994 agreement
between Scarborough and Mississauga. She had a few conversations with
Mississauga City Manager David O’Brien about it, and a few draft letters
were prepared, but Mississauga was never actually notified in writing that
Toronto was pulling out of the project.
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After discussing it with Wanda Liczyk, Giuliana Carbone drafted a letter to Mississauga for Ms. Liczyk’s signature in December 1998. It said that
Toronto was withholding payment to compensate for breaches of the agreement by Mississauga. The draft (which was never sent) didn’t mention
Toronto’s misconduct in this partnership, namely withholding payment and
reducing support for the project to nil, all without notice or compensation
to Mississauga. The tone of the draft is further evidence of Toronto’s adversarial attitude toward its partner and toward the TXM project generally.
Mississauga had treated its partner, first Scarborough and then Toronto,
fairly and patiently.
Another letter to Mississauga was drafted in February 1999.
Inexplicably, that one wasn’t sent either. The TXM partnership lingered
unresolved for two more years, finally ending in March 2001. Mississauga
staff reported the dissolution of the partnership to their Council. Toronto
staff did not.
TXM now works very well in Mississauga, Brampton, Richmond Hill,
and Markham.

C. OTHER P ROBLEMS
The story just told explored the relationship between Wanda Liczyk’s conflict of interest and the City of Toronto’s choice of a tax system. But Ms.
Liczyk’s conflict of interest tainted much more than the choice of tax software. I touched upon one effect of that conflict when I described the chill
that descended on her staff when it came to their dealings with Michael
Saunders. There were others. Conflicts of interest on the part of senior managers can spread like toxic ripples into every corner of an organization. To
fully appreciate the potential harm, it is necessary to look at the reach and
variety of the damaging consequences. The following are some of the further serious effects of Wanda Liczyk’s conflict of interest.

1. T HE B EACON AND R EMARKABLE C ONTRACTS :
W HAT WAS THE D EAL ?
No documentation was available to the inquiry covering Michael
Saunders’s work in North York, other than the two proposals from
December 1997 prepared less than a month before amalgamation. There
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is not a single piece of paper to show for the roughly eight years
(1989–1997) Michael Saunders worked at North York (through Beacon
Software) before that. Even allowing for slippage during the confusion of
amalgamation, this was deficient record-keeping, to say the least. It
appears to have been a negative side effect of the excessively informal
atmosphere in North York’s municipal government. In any event, neither
the City Auditor investigating his dealings at the request of Toronto City
Council nor this inquiry could conduct a thorough examination of
Michael Saunders’s pre-1998 work for North York. Accountability suffers
when records are not properly kept. Accountability always keeps close
company with public trust.
The proposals from Michael Saunders that did survive were only two
pages long, and notable more for what they lacked than for what they contained. When compared with proper legal contracts, the proposals were
remarkably deficient. They did not, for instance, contain a provision protecting the City’s copyright interest in the software developed by Michael
Saunders and David Maxson. Edwin Ngan, an IT consultant who worked
with Messrs. Saunders and Maxson, testified that his own contract contained a clause giving the City ownership of anything he created for the
City. That was “typical of a consultant contract.” Mr. Saunders’s proposals
also failed to set out the reporting relationship for him or Mr. Maxson, and
they did not contain provisions regarding indemnity or insurance. Wanda
Liczyk never gave these proposals to North York’s legal department for
review. No doubt, the lawyers would have insisted on including these provisions. In effect, her close friendship with Michael Saunders ultimately
deprived the City of North York, to whom she owed her first loyalty, of
important legal protections.
After amalgamation, Mr. Saunders and Mr. Maxson continued to work
at the City of Toronto on the strength of proposals submitted throughout
1998 and half of 1999. The proposals signed by Wanda Liczyk in March,
May, and July of 1998, and kept in her office, are examples. When it came
to managing those contracts, the chances were slim indeed that the
Treasurer and Chief Financial Officer actually had the time, even if she had
the inclination, to manage them effectively. Since she kept the existence of
the contracts to herself, no one else could discover, much less monitor, the
agreed-upon work plan. Another effect of keeping them to herself was that
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the City of Toronto suffered the same absence of legal protections as North
York had in its dealings with Mr. Saunders.
The City finally signed proper agreements with Mr. Saunders and Mr.
Maxson in 1999. Mr. Saunders himself wrote the heart of the contracts,
namely the schedules setting out the terms and deliverables. None of the
City employees who signed the schedules had a part in negotiating or writing them. Consequently, even when the contracts moved out of Ms.
Liczyk’s office drawer and into the light of day, the weight of many years
of precedent allowed Michael Saunders simply to submit proposals for
automatic approval, thereby preventing any meaningful independent
assessment. Just because something has always been done does not necessarily make it right.

2. T HE T ERMS : A LL H E H AD

TO

D O WAS A SK

For more than a decade, Michael Saunders depended on one thing for his
livelihood: Wanda Liczyk’s approval of his proposals. Their close friendship guaranteed that the necessary approval would always be forthcoming,
and on his terms. Perhaps the most striking proof of this lies not in the
detailed evidence heard at the inquiry, but rather in what was not heard.
Not a single document, not a single word even hinted that Mr. Saunders
had ever lowered his terms or compromised on anything he asked for.
Arm’s-length bargaining often involves strategic retreat from an opening
position. Opening positions typically allow room for subsequent compromise, or at least the face-saving appearance of compromise. Michael
Saunders never had to compromise. Ms. Liczyk gave him everything he
asked for, every time.
We could assume that Mr. Saunders asked only for what would be in the
best interests of the City, ignoring his own interests, and that’s why he got
everything he asked for, every time. But that assumption would be entirely
inconsistent with all the other evidence I heard about Michael Saunders. He
looked after himself first, as he is entitled to do in business. The assumption
also suffers from his refusal to co-operate with the inquiry. He repeatedly
and steadfastly refused to appear at the inquiry or to be interviewed by commission counsel, leaving open the question of whether he had something to
hide about his dealings in Canada.
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E XPENSES : N O Q UESTIONS A SKED

Mr. Saunders and Mr. Maxson improperly billed several expenses to the
City of Toronto, as the City Auditor reported to Council on May 31, 2002.
Examples include airfare for Mr. Saunders’s wife and daughter, car rental
expenses in the United States, entertainment expenses from his home state
of Rhode Island, charges for golf and skiing with City staff, liquor, and
“tickets” of some kind. The Auditor also found evidence that Mr. Saunders
billed the City for his time on days he spent golfing with City staff. Records
were only available from 1998 on, so the Auditor couldn’t comment on
billings in North York, but it may be safely assumed that the practices were
the same there.
After amalgamation, there was confusion about whether the IT
Department or the Revenue Division should be responsible for checking
the invoices from Michael Saunders and David Maxson. The result was that
neither department was checking them properly. In any case, only Wanda
Liczyk had access to the proposals that served as contracts with Mr.
Saunders and Mr. Maxson, and therefore only Wanda Liczyk could have
confirmed whether the time and expenses charged were in line with their
contracts. Given her close friendship with Mr. Saunders, she was clearly
unsuitable for the auditing task, but she didn’t perform it in any event. And
without receipts (which Ms. Liczyk said they were not required to submit),
it was impossible to determine whether their expenses were reasonable and
appropriate.
Giuliana Carbone tried to pay attention to contract management. She
asked Wanda Liczyk whether she should check the invoices from Mr.
Saunders and Mr. Maxson against any contracts or documentation. Ms.
Liczyk didn’t tell her that she had the proposals in her office. She told Ms.
Carbone to speak to Al Shultz about it. Mr. Shultz, who likewise didn’t
know that the proposals were in Ms. Liczyk’s office, told Ms. Carbone that
the services were covered by purchase orders in North York under its purchasing bylaw.
Ms. Carbone was at times uneasy about the invoices from Michael
Saunders and David Maxson. For one thing, she didn’t have details of their
contracts. For another, she felt they were charging for “everything.” She was
right. She had mentioned it to Al Shultz, but he had assured her that the
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billings were consistent with past practice in North York. She even told Ms.
Liczyk that Michael Saunders was charging the City for meals with Toronto
staff, but Ms. Liczyk said it was acceptable because the meals were during
business meetings. Ms. Carbone got the impression that she should not be
asking too many questions about the invoices, and that Ms. Liczyk didn’t
like her asking these questions. Ultimately, Ms. Carbone was frustrated in
her attempt to appropriately monitor payments to outside consultants.

4. H ARD C URRENCY L ESSONS
In the early 1990s, Michael Saunders asked for and received his payments
in U.S. dollars. At the time, the Canadian dollar was hovering at around 86
cents U.S. By the time Michael Saunders left the City in 2001, the dollar
had fallen to around 65 cents U.S. This represents a roughly 25 per cent
increase in the price paid for Michael Saunders’s services.
Negotiating at arm’s length, two parties from different countries should,
as a matter of course, specifically address the question of which of them will
bear the risk of the fluctuating relative value of two currencies. Neither
North York nor Toronto did that with Michael Saunders. As noted, there
was no negotiating of any kind. He submitted proposals, and they were
approved.
The currency issue highlights another pitfall of the failure to negotiate
and monitor contracts. There is risk inherent in perpetuating or incrementally expanding a business relationship without review. If not
carefully related back to an overall plan, small steps can cumulatively lead
to a big difference. The 25 per cent fall in the Canadian dollar took place
slowly, over several years. The full financial impact of the incremental
decline was revealed only by looking back over the entire period of
Messrs. Saunders and Maxson’s work in Canada. This illustrates the wisdom of periodically driving a stake into the ground, a specific point at
which a comprehensive reassessment of any business relationship must be
undertaken. In this case, if a thorough analysis had been done after five
years, the currency issue would probably have surfaced. In fairness to Mr.
Saunders, it is true that his rate stayed the same throughout his long
tenure. Nevertheless, he was effectively getting substantial increases in his
rate because of the fall in the Canadian dollar, and those increases were
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not negotiated. Between the early and mid-’90s, the Canadian dollar fell
by fully 10 cents against the U.S. dollar. The need to reconsider the financial terms of the contract should have been obvious if anyone had been
paying attention.

5. OWNERSHIP A MBIGUITY
The proposals Wanda Liczyk approved didn’t contain any terms intended to
protect the City’s ownership interest in TMACS. Ms. Liczyk testified that
she assumed North York owned the system and that Mr. Saunders had verbally agreed this was the case. Given that Mr. Saunders was marketing
TMACS, as we shall see, it is difficult to accept that she believed this.
In any event, the ownership of something as important and expensive as
custom-designed, in-house tax billing software should have been a central
topic of an arm’s-length agreement. Yet this very important point was never
actually negotiated, at arm’s length or otherwise, and Ms. Liczyk never
made sure it was put in writing.
In a presentation to the technical group during the Deloitte & Touche
evaluation, Mr. Saunders told them that North York owned “a version of
TMACS for all its purposes,” but not that it owned TMACS outright. He
claimed that, because North York didn’t want to assume any risk in marketing the software, his company, Beacon, had been assigned the marketing
rights. North York would receive 20 per cent of the licence fee for every system sold until it had recovered 150 per cent of its investment. After that,
presumably, all of the profit would go to Mr. Saunders’s company.
Similar terms were set out in the first draft of the dissenting opinion
North York prepared after the treasurers chose TXM in July 1997. A later
version, however, said something very different: It stated that North York
owned the software, 100 per cent. Ms. Liczyk was the principal author of
that version. Why did she change the ownership details? Did she know that
the City didn’t own the software outright, or that there might be some
ambiguity? Was she deliberately hiding a thorny problem?
It was Mr. Saunders’s company, alone, that licensed TMACS to
Brampton in the fall of 1997. North York didn’t participate in the negotiations and was not a party to the agreement. There was no written agreement
that North York would receive any profit from the deal. When Wanda
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Liczyk found out about the Brampton agreement, her only reaction was to
tell Michael Saunders that his first priority was the 1998 interim tax billing
in North York. She didn’t tell him the software was not his to sell. Once
again, she had sidestepped an important issue to her employer’s detriment
and her close friend’s benefit.
Michael Saunders registered TMACS with the United States copyright
office in 1992. Ms. Liczyk claimed she didn’t know. If she was telling the
truth, then Mr. Saunders deceived both her and the City. If she did know,
then she was covering up for him. Either alternative is an unpalatable consequence of mixing public business with private intimacy.
When Giuliana Carbone phoned Mr. Saunders to tell him that he
wouldn’t be doing any more work for Toronto, he made a reference to the
ownership of the software that shook her: “I hung up that phone, I thought,
‘Oh my God, don’t tell me we don’t own the system.’” The City was vulnerable because Ms. Liczyk didn’t settle the ownership issue.

6. D EPENDENCY
One of the concerns about TMACS identified in the Deloitte & Touche
evaluation of May and June of 1997 was that the City would be dependent
on just two contractors, flying in from two different locations in another
country, to run the system. This was valid, but it was an understatement. In
fact, Mr. Saunders was primarily the project manager. He didn’t have a deep
technical understanding of the software. On technical matters, the City was
entirely dependent on one man, David Maxson.
After switching to TMACS, Giuliana Carbone worried that if something
happened to Mr. Saunders or Mr. Maxson, or they simply didn’t return to
the City, she wouldn’t be able to run the system. She didn’t have the internal resources or expertise to do so. At the time, Edwin Ngan, another
consultant who had worked on TMACS, was the only person apart from
Mr. Saunders and Mr. Maxson who had any technical understanding of the
software at all. Mr. Ngan said that he wouldn’t have been able to run
TMACS on his own until 2000.
Thus, for over two years—from 1998, when the City switched to
TMACS, until 2000, when Edwin Ngan was up to speed—Toronto was
entirely reliant on the services of just one American consultant to maintain
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the tax billing software responsible for bringing in virtually all of the City’s
revenue. The disastrous financial, operational, and political consequences of
even the temporary unavailability of one man, David Maxson, put the City
of Toronto at an entirely unacceptable level of risk during those years. That
risk was thrust upon the City by the tainted victory of TMACS over TXM.
Yes, Mr. Maxson and Mr. Saunders got the work done and they did it well.
But Ms. Liczyk’s objectivity about this reckless level of risk was completely
compromised by her close friendship with Mr. Saunders.
The City’s reliance on Mr. Saunders and Mr. Maxson also inhibited
the City when it came to challenging them on their questionable bills.
Giuliana Carbone was “careful not to antagonize” them with questions
about invoices because her division was “totally reliant on Michael
Saunders and David Maxson for its systems support.” She recalled one
occasion when their payment from the City was a little late. The consultants told her that unless they got a cheque they were not coming back.
The threat speaks to the power they possessed, and their willingness to
wield it for their own ends. When Giuliana Carbone wanted to break the
City’s reliance on Beacon and Remarkable by issuing a Request for
Proposal, she had to handle the situation “delicately,” because she still
needed Beacon and Remarkable to transfer knowledge to the successful
contractor.
Even after the City Auditor noted irregularities with Beacon’s and
Remarkable’s expenses in 2001, it was not easy to change the consultants’
long-standing practices. After the Auditor’s report came out, Giuliana
Carbone assumed responsibility for reviewing David Maxson’s expenses
(Michael Saunders was no longer contracting with the City). She said, “I
decided I was going to do things the way I would feel more comfortable
doing things.” But she still needed David Maxson to stay in the City long
enough to transfer his knowledge, so she had to tread carefully.
Mr. Saunders and Mr. Maxson had all the TMACS knowledge, so they
also had the upper hand. Two outside consultants had all the power. The
City never should have been in that position. The consultants had the
power because Ms. Liczyk was not dealing with them at arm’s length. What
if Mr. Saunders and Mr. Maxson had carried through with their threat and
walked away?
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7. W HO WAS I RREPLACEABLE ?
During all his years at North York, and then Toronto, Michael Saunders was
a project manager. His job was to connect with the client and assess the
client’s needs. He would then pass that information to the systems architect,
David Maxson, who would design software to meet those needs. Mr.
Saunders didn’t have technical knowledge that would have made him irreplaceable. In this respect, he was very different from David Maxson. Yet for
more than ten years, he was paid $100 per hour in U.S. funds, plus airfare
back and forth to Rhode Island almost every week, plus hotel expenses in
Toronto, plus meals, plus all the incidentals that he billed without restraint.
Quite wisely, the City now has in-house project managers in the IT field.
Prevailing wages for these positions are nothing close to $100 per hour in
U.S. funds (plus airfare back and forth to Rhode Island almost every week,
plus hotel expenses, plus meals, plus generous incidentals). The City now
gets sound project management in-house for a good deal less money.
At the time, though, nobody was taking a hard-nosed, objective look at
the work Michael Saunders was doing. No one was asking if it could have
been done less expensively in-house. The answer, based on what the City
often does now, is “quite possibly.” It was certainly a question worth asking,
but no one did ask it during all those years during which Mr. Saunders was
benefiting richly from a close friendship.
Conventional economic wisdom on consultants goes roughly like this:
Consultants cost more per unit of time than full-time employees. However,
consultants provide services as needed; only occasionally, and for short periods. On balance, it is cheaper to pay a consultant more per unit of time for
short bursts than to carry a similarly qualified, full-time, permanent
employee whose skills are needed only sporadically.
Michael Saunders and David Maxson were paid at the higher consultants’ rates, and were paid consultants’ benefits like travel, accommodation,
and daily expenses, almost continuously, for over a decade. Their enduring
presence, at those rates and with those benefits, defies conventional economic wisdom. Perhaps this departure from the sensible norm was
warranted by circumstances unique to North York and Toronto between
1991 and 2001, but nobody asked the question. The conflict of interest
made sure of that.
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B UY LOCALLY ?

Governments buy billions of dollars’ worth of goods and services every year.
It is often desirable to favour local service providers so that the economic
ripple effect of government spending is enjoyed within the jurisdiction. On
the other hand, in an increasingly global marketplace, pursuit of the greatest savings and the greatest expertise—the best deal—should not stop
reflexively at the border. Balancing these two factors is a constant tension in
public sector procurement. The important point is that the tension must be
acknowledged, and resolved in a considered way.
While Michael Saunders and David Maxson were in North York and
Toronto, the millions of dollars paid to them flowed into the United States.
A lack of available or competitive local expertise may well have made this
the right decision, but the point didn’t receive the balanced consideration
necessary to give confidence that this was so. Instead, it now looks like an
American supplier had the business for so long because of his close friendship with Wanda Liczyk.

9. FAMILY T IES
For one summer, perhaps more, Michael Saunders’s daughter worked at the
City of Toronto. She was not paid by the City, but we don’t know if Mr.
Saunders paid her. Doubtless, the work benefited her in some way, financially or otherwise. The inescapable inference is that his influence at the
City allowed him to bestow this benefit on a family member. At the City,
she reported directly to him. Again, in performing her duties, she had an
unusual advantage in that she reported to a boss who was a family member.
Was it nepotism? Was it appropriate? No one even asked. Did Mr.
Saunders’s daughter come into her job with the City in a way that ran afoul
of collective agreements? Once again, the issue was never addressed.

10. I NSTANT C ONTRACT: J UST A DD WATER
Mr. Saunders and Mr. Maxson’s 1999 contracts were primarily for the
development of the Water Management and Collection System (WMACS),
the City of Toronto’s water billing system. How they ended up getting the
contract to develop WMACS is very important because it illustrates the lax
controls at the City at that time. It is also another example of the influence
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Mr. Saunders was able to exert because of years of favourable treatment. In
essence, Mr. Saunders was able to trick the City into awarding him the contract for the water billing system.
In December 1998, Giuliana Carbone recommended to Wanda Liczyk
that the City contract with Mr. Saunders to complete the “partly developed” water module of TMACS, which would allow the City to have an
integrated tax and water system. In fact, there was no “water module” of
TMACS. There was an incomplete water system from North York, but that
had been developed by Cameron Currie, a North York employee. Cameron
Currie’s work had no connection with TMACS, Michael Saunders, or
David Maxson. The functional integration of TMACS and WMACS was
not achieved until 2004. Until then, the water system couldn’t have been
plausibly described as a module of TMACS. Each was a system in its own
right, and each could run independently of the other.
Giuliana Carbone testified that it might have been Mr. Saunders who
described the North York water system to her as a module of TMACS. In
any case, she thought WMACS was a module of TMACS when she recommended to Wanda Liczyk that Mr. Saunders should do the job. When she
moved to North York from Metro Hall in the spring of 1999, Ms. Carbone
learned that Cameron Currie had been more involved in the water system
than she had realized.
Michael Saunders misrepresented WMACS to win business for himself.
His claim that it was a module of TMACS was accepted without question.
Nobody thought to look into his assertion, or to put the water system job
out to tender. Michael Saunders and David Maxson were simply handed the
contract after the City converted to TMACS. Their long tenure at the City
and influence with the Revenue Division let them evade the independent
scrutiny that would have been applied to anyone else.

11. D ECEPTION

AS

D AMAGE C ONTROL

One problem with most covert wrongdoing is that avoiding detection
invariably requires more deception. Ms. Liczyk’s covert wrongdoing surrounding her close friendship with Mr. Saunders is a typical example. Her
ultimately fruitless attempts to avoid detection forced her into yet more
deception and made her look even worse.
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In the fall of 1999, NOW Magazine ran an article about the City’s suspicious contracts with Mr. Saunders and Mr. Maxson. Wanda Liczyk
became concerned. Her attempt at damage control in response included
both strategic divulgence and outright deception.
She divulged her close friendship with Mr. Saunders to a political assistant in the office of her long-time supporter, Mayor Mel Lastman.
Certainly, from the point of view of the public service structure, this was
very odd. Why would any senior public servant disclose such a thing to
someone on the political side instead of the bureaucratic side? Why would
Ms. Liczyk tell an aide to the Mayor, but not her own boss, CAO Mike
Garrett? Did she think she would be covered if she could say she told someone at City Hall?
Wanda Liczyk went beyond simply failing to disclose her conflict
through proper channels. She wrote to the City Auditor, Jeff Griffiths, giving him her version of the events surrounding the contracts with Michael
Saunders and David Maxson. The memo was slanted in her favour. It was
silent about her close friendship with Michael Saunders. Deliberately omitting that fact can only mean that the memo was a calculated effort to
mislead.
She didn’t tell either Mr. Garrett or Mr. Griffiths about her relationship
with Michael Saunders because she knew they would hold her to the standards that were there in black and white in the ethics guidelines and her
employment contract. Those standards required her to avoid conflicts, and
to declare them and recuse herself when they did arise.

D. I NTIMACY

AND

D ETACHMENT

Throughout her years at North York and the City of Toronto, and throughout this inquiry, Wanda Liczyk could not or would not see that her
relationship with Michael Saunders was a problem. The most she would
admit is that her friendship with Michael Saunders “may have created the
appearance that work was given and continued to be given to Beacon and
Remarkable because of the friendship.” She maintained that, despite their
affair and subsequent close friendship, she was able to separate her personal
feelings from her official duty and remain objective when it came to
Michael Saunders.
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The story of TXM versus TMACS counters Ms. Liczyk’s claim to objectivity. The story is replete with dramatic examples of Wanda Liczyk’s bad
judgment in favour of her close friend. Objectivity requires detachment,
and detachment does not co-exist with strong emotional bonds. Even if it
could, how is detachment to be verified where a personal relationship is
involved? That is why the appearance of conflict is important. That is why
the simple devices of disclosure and recusal from decisions involving friends
and relatives play a central role in sound decision making in municipal government and elsewhere. Disclosure and recusal preserve our capacity to be,
simultaneously, fully human, autonomous in our private emotional lives,
and wisely governed.
Even if Wanda Liczyk was able to deal with Michael Saunders dispassionately and never once let her feelings get in the way of business, and even
if he never received a single benefit or advantage because of his close friendship with her, and even if every deal with Michael Saunders was indeed in
the City’s best interests, Wanda Liczyk never should have been the person
making the decisions about his dealings with the City.
She was in conflict according to North York’s Code of Ethics by not putting the public interest above her own interests or those of Mr. Saunders,
and by using her position to secure advantages for her close friend. Further,
she was in conflict according to her employment contract with the City of
Toronto, which required her “to avoid circumstances that may give rise to
(or give the appearance of giving rise to) conflict of interest situations.”
Because she didn’t declare the relationship or remove herself from any decision-making role, the legitimacy of any decision involving Michael
Saunders is compromised. In particular, the decision to switch from TXM
to TMACS is tainted.
Clearly, Ms. Liczyk should have declared her close friendship with
Michael Saunders and abstained from any decision-making role that
involved him or his company. If she chose not to declare the nature of the
friendship, she should still have ensured that she didn’t have any role in the
contracting decisions that involved him or his company.
Wanda Liczyk was one of the top civil servants in North York and then
in Toronto. She was the Chief Financial Officer and Treasurer of the largest
municipality in Canada and oversaw a budget of $5.5 billion. Her duty was
not only to handle the taxpayers’ money well, but also to be seen to be han-
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dling it well. The public has a right to expect that public servants will use
the power given to them openly, ethically, honestly, and responsibly. Her
dealings with Michael Saunders should have been both justifiable and transparent. They were neither.
Wanda Liczyk’s closeness to Michael Saunders played a role in the reason Toronto’s tax bills are now sent out by TMACS software rather than
TXM software. Wanda Liczyk’s closeness to Michael Saunders also played a
role in affecting the morale of a great many public servants. Both effects are
important. Ethical lapses that affect government are matters of grave concern to all citizens, but of no less concern are ethical lapses that have
day-to-day harmful effects on individual people just doing their jobs.
As one witness noted, Wanda Liczyk rose far and fast. She ascended the
professional ladder without the setbacks that so often mature and refine a
sense of judgment. But the most important lessons from this inquiry are not
directed at individuals. They are directed at improving city government.
More particularly, they are about avoiding and dealing with conflicts of
interest that can impair the judgment of decision-makers. The major lessons
are these:
• Conflicts of interest are inevitable. They can arise without wrongdoing
by anyone. Plans must be made to deal with them.
• When and how a conflict may arise is as unpredictable as the paths of
the heart, and it is not possible to legislate feelings. We need rules, but
rules are not enough. The availability of confidential advice is also essential. The slightest concern should prompt us to seek advice, because we
are not very good at recognizing conflicts of interest in ourselves. We are
far better at seeing them in others.
• To help ensure that seeking advice on potential conflicts is the rule, not
the exception, it must be made clear to all that having a conflict of interest is not necessarily cause for censure or alarm. Only failing to deal with
it is.
• Early disclosure and/or recusal can solve the problem, and it is always
safer to over-disclose than to under-disclose.
• Late disclosure and recusal is undesirable, but it is far better than not
doing it at all.
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If there could be doubt about the importance of these lessons, it would
be dispelled by imagining how different Wanda Liczyk’s situation would
have been had she digested and practised them. For all her talent and hard
work, Ms. Liczyk’s enduring legacy to the City is a perfectly functional tax
system, rendered suspect by a tainted selection process. It is not her only
legacy, to be sure, but its consequences will likely overshadow her accomplishments for some time.

III. T HE L EASE FOR
THE C OUNCILLORS ’
C OMPUTERS : MFP’ S F OOT
IN THE D OOR

THE WINDS OF CHANGE OFTEN BRING with them a cloud of turmoil.
Usually, someone will spot opportunity in the midst of the turbulence.
Amalgamation was indeed turbulent, as we have seen, and there certainly
were some who saw opportunity.
To create the new City of Toronto, seven municipalities had to become
one. Legally, all that was required was an Act passed in the Ontario
Legislature, and amalgamation would happen on January 1, 1998.
Practically, it was a complex matrix of integration and rationalization of
seven sets of overlapping services, with different benchmarks and different
delivery systems.
As amalgamation drew closer, it was clear that information technology
would be a critical factor in the most ambitious municipal transformation
since Confederation. If the seven amalgamating municipalities were to
function as one, the City would need a solid, up-to-date, fully unified technological foundation. That was all the more important because Y2K was
coming. It is easy to forget now that in late 1997, many experts were predicting widespread systems failure when the internal clocks of the world’s
97

98

FACTS AND FINDINGS

computers passed 11:59 p.m. on December 31, 1999. That didn’t happen,
of course, but back then, the potential consequences were chilling.
Therein lay one of the opportunities in the turmoil of amalgamation.
Because of amalgamation and also because of Y2K, the City would need
upgraded technology fast. The City would have significant consolidated
purchasing power, and existing vendor relationships would dissolve with the
old municipal structure. The word on the street in IT sales and financing
was that a colossal amount of business would be up for grabs.
MFP Financial Services Ltd. saw the opportunity and seized it. It was well
known that the computers in the councillors’ offices were generally old,
clunky, and incompatible with one another. The provincially appointed amalgamation Transition Team agreed that they needed new ones. Putting new
desktops and laptops in place, ready for the new roster of councillors and their
staff, was a small deal relative to the monumental technology overhaul that
would soon be needed, but it was a foot in the door for MFP. Through that
deal, MFP developed and nurtured relationships with City staff, and ultimately it got the lion’s share of the new City’s computer leasing business.
To understand how this story sets the scene for later events examined in
this inquiry, it helps to know something about leasing generally and something about how MFP did business. The inquiry heard evidence, in person
and by written report, from a leasing industry expert, but the short digression that follows should provide enough background on both the industry
and the company.

A. L EASING 101
Leasing is a term for the financial and legal vehicle by which a customer (the
lessee) acquires the time-limited use of an asset from its owner (the lessor)
in exchange for payments. The concept is simple, but the implementation
and management is not.
In this inquiry, the assets in question were IT hardware and software.
Different considerations may apply to leasing other types of other assets.
Overall, the leasing industry in Canada accounts for about $100 billion
in financing. Up to 85 per cent of all organizations, public and private, lease
at least some of their IT assets. Yet it was apparent from the expert’s evidence and from that of other witnesses, including City staff, that very little
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training in leasing is available in either the public or private sectors.
Industry associations, the Canadian Finance and Leasing Association
(CFLA), the Purchasing Management Association of Canada (PMAC), and
the National Institute of Governmental Purchasing (NGIP), have generated
codes of conduct that apply to leasing-based IT acquisitions, but neither
these organizations nor public sector employers, including the City of
Toronto, offer technical training in leasing. Indeed, at the time of the
inquiry, the only comprehensive courses of study offered in Canada were
those designed by the inquiry’s expert.

1. TO B UY

OR TO

L EASE ?

At one end of the acquisition spectrum is buying equipment or services. A
decision to purchase leads to an undertaking to pay the whole amount
upfront using capital resources or reserves. An alternative would be to make
payments over time out of income generated from operations. In the case of
the City, that would mean payments funded from tax revenues. Or the
money could come from any combination of debentures, other external
borrowing, or the use of reserve funds. Borrowing where the funds are earmarked for a specific acquisition is another alternative. A conditional sale is
another option in purchasing. In that case, the seller owns the title to the
asset until the buyer pays it off.
The other end of the acquisition spectrum is leasing, and that broad
category includes renting. The original owner continues to own the asset,
but, depending on the terms and conditions agreed to by the parties, ownership may pass to the user of the asset at some time during or at the end
of the term.
The most commonly cited advantage of leasing is flexibility. The rapid
development of technology often drives the need for flexibility in financing
of IT assets. Depending on how the lease is set up and on the willingness of
the parties to revisit negotiations, flexible arrangements can be made to
change the asset mix, lease terms, payment timing, and length of the lease,
among other things. Finance contracts, bank loans, and debentures are, by
their nature, less flexible. However, making changes to lease terms can be
expensive. It is therefore important to undertake a full analysis of the financial implications of making future changes before signing a lease.
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Assets are generally leased at a fixed financing rate, whereas bank rates
fluctuate with the money markets. Locking in a fixed rate could protect
against higher rates in the future and offers the advantage of predictability.
Purchasing can tie up capital resources and compromise the ability the City
would otherwise have to fund its programs. Leasing relieves that financial
pressure.
With leasing, the cost of using equipment can be matched with the
equipment’s expected useful life. Put another way, leasing lets the user pay
for assets as they are used. In that sense, the cost of leasing is an operating
expense, like salaries and benefits.
For municipalities, acquisitions funded by debenture financing must, by
law, tie the life of the asset to the term of the debenture. IT assets may have
a useful life of as little as three years, but traditional municipal debentures
are issued for 10-year terms. Shorter-term debentures are not common and
may not be attractive to investors. By contrast, short-term leases and flexible lease lengths are widely available.
A debenture is not tied to a certain asset or sets of assets. It is a general
debt instrument and is shown as such on an organization’s balance sheet and
financial reporting documents. Leasing obligations are generally not
reported on financial statements and are described as “off balance sheet
financing.” This may or may not be an advantage, but one possible advantage is that the credit rating of a municipality might be enhanced by not
showing IT assets on the liability side of its balance sheet. Another advantage might be that lease obligations may fall outside the provincial reporting
requirements for municipalities.
Leasing companies often offer asset management and other value-added
services. They can help manage inventory and the life cycle of the equipment, as well as allocate the cost of the assets to various departmental
budgets. This can be a big advantage where there are thousands of individual assets involved.
Leasing also lets the customer return the leased equipment at the end of
the lease term. If the equipment still has useful life left in it, the leasing
company and not the customer bears the responsibility and cost of storing,
handling, and marketing it. If the equipment has little or no further useful
life, the leasing company bears the environmental, administrative, and other
costs associated with disposing of it.
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2. P OSSIBLE P ITFALLS
It might seem from all of these factors that leasing presents nothing but
advantages, particularly when it comes to IT equipment. However, one of
the critical lessons learned from the inquiry is that leasing must be understood and managed closely in order to realize those advantages. Failure to
do so can result in advantages evaporating and costs skyrocketing.
Regrettably, it is not uncommon for customers to lack the necessary
expertise to properly evaluate whether they should be leasing acquisitions
or finding some other way of acquiring the equipment they need. Leasing
companies are in business to make a profit from selling leasing services;
they have no legal obligation to educate prospective clients. A typical lessor would assume that an organization the size of the City would know
what it is doing.
The leasing industry is largely unregulated. CFLA does not mandate
leasing procedures or documents. Consumer protection legislation does not
apply to leasing transactions. Unless specifically negotiated, lease documents do not have to set out clearly the amount of interest payable
throughout the term of the lease or the effective interest rate involved. They
do not have to contain a schedule or clear statement of all the elements in
the total cost. The leasing company will produce information and documentation on request, but in a competitive marketplace, and in any
arm’s-length transaction, customers must be vigilant, perform their own due
diligence, and make sure they understand all of the terms before they sign.

3. T YPES

OF

L EASES

There are two basic types of leases: capital leases and operating leases. Both
came up in the inquiry.
In capital leases, the original cost of the asset is paid off over the term of
the lease. Normally, the customer can acquire title to the asset at the end of
term without cost or at minimal expense.
In operating leases, much less than the capital cost of the leased equipment is paid off over the term. Where an option to buy at the end of the
term is built into the agreement, the customer has to pay the amount
agreed upon, or calculated according to a formula, before taking ownership
of the asset.
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For a capital lease, the leasing company may borrow from a financial institution substantially all of the money needed to buy the assets it intends to lease
out. In most cases, the lender will not expect the leasing company to put up
any money. This is so because the whole capital cost of the asset will be repaid
by the customer during the term of the lease, so the lender can expect to be
paid in full. A capital lease where the leasing company has no equity position
or financial investment is known as a spread lease. In other words, the leasing
company has not put up any money, and its profit is the “spread” between the
cost of borrowing to buy the asset and the customer’s payments on the lease.
If there will be a shortfall at the end of the term after the customer has
made all of the payments, the lender will likely require the leasing company
to invest in the transaction. This happens most often with operating leases.
In that case, the leasing company’s equity position (the amount of money it
puts into the deal) is the difference between the original cost of the asset and
the investment made by the lender. A lease where the leasing company
makes this kind of equity infusion is called a leveraged lease or equity lease.
The leasing company can syndicate its equity position or subsequently
assign it to a downstream funder (such as an insurance company).
In some cases where a leasing company assigns an interest in a transaction to a downstream funder, the leasing company will also assign to the
funder the right to receive payments on the lease directly from the customer.
Sometimes, the funder will step into the shoes of the leasing company and
administer the lease as though it had become the lessor in the transaction.
In other cases, the customer is not aware of the downstream funding.
Typically, in an operating lease the customer will have the right to purchase the leased assets during or at the end of the term in exchange for
payments on top of the lease payments. If the customer does anything other
than return the assets on time, the cost to the customer will go up. It is very
unlikely that any customer with thousands of assets across multiple locations will be able to avoid all end-of-lease costs.
If an asset still has some useful life at the end of a lease term, a customer
may choose to continue a lease after it expires. This transaction is called an
extended lease or stretch lease. The lease rates for the extension period may
vary from those in the original lease.
Lease documents can vary in length from three to 30 or more pages. The
rights and obligations of contracting parties to lease transactions and the
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triggering events for each can be many, varied, and complex. Typically,
lessors will design and present their vision for the transaction in an opening
version or draft of the lease contract documents. This can include a master
lease and program agreement, contracts under which the customer leases
currently needed assets and can acquire other assets under the same basic
terms and conditions without negotiating a new contract, and lease schedules or equipment schedules, which describe in detail the items being leased
and which may also state the lease term, commencement date, repayment
schedule, and location of the equipment. The parties can negotiate all
aspects of any lease documents.
Again, it is important for customers to read the lease documents, all of
them, and make sure they understand all of the terms and conditions before
signing. Lease documents are complex and the language in them can be baffling to the non-expert. The customer must be vigilant in ensuring that the
meaning of the language is clear, which underscores the need to have a leasing expert and/or a lawyer examine the documents, particularly ones
involving large sums of money. When there is no in-house expertise, it may
be advisable to hire an independent expert to help understand the transaction and assist in negotiations with the leasing company.
Once a lease is in place, it must be managed. The lease arrangements
should be reviewed regularly to identify and react to changes in technology,
market conditions, or the customer’s own needs. These reviews would also
alert the customer to milestones during the term of the lease, such as dates
or times when options arise or expire. At some point in the life of IT assets,
the cost in time and money to maintain and upgrade them will become prohibitive. The customer needs to evaluate that, as well.

B. MFP F INANCIAL S ERVICES LTD .
Before this inquiry, MFP Financial Services Ltd. was not a household
name. But it had been operating for 20 years as an independent financial
services company providing financing for major technology, capital equipment, and infrastructure purchases. In 2000/2001, it had profits of about
$17 million, and it was one of the largest independent technology lessors
in Canada. It was based in Mississauga and once had as many as 250
employees.
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Peter Wolfraim and three other partners established the company in
1984. In 1988, Mr. Wolfraim became President and Chief Executive
Officer, a position he held until September 24, 2003, when he retired. The
company went public in 1993, and in 1998 it formally changed its name to
MFP Financial Services Ltd. Effective October 1, 2004 (in the wake of the
inquiry), it was changed to CLEARLINK Capital Corporation. As of the
end of July 2005, CLEARLINK had moved out of its core business of
equipment leasing to concentrate on developing the equipment trading
division, managing its residual book of business, and writing only selected
business with existing customers.
Before 1989, MFP mostly provided lease financing in the computer
mainframe market. As the computing market shifted toward personal computers, so too did MFP, moving out of the mainframe market and into lease
financing for PCs and related peripherals. It did business with the federal
government, all 10 provincial governments, 20 municipalities, and about
25 to 30 other public sector organizations. Its portfolio was distributed
fairly evenly among the Canadian public sector (including the City of
Toronto), the Canadian private sector, and the U.S. private sector.
Many computer manufacturers have leasing divisions or close relationships with leasing companies. MFP was an independent leasing company,
meaning that it provided lease financing for any computer regardless of
manufacturer.
MFP offered a wide range of services in addition to leasing, from procurement to asset management to end-of-lease services like remarketing
(most often to customers themselves) and disposal. It made money at the
beginning of the lease, but it was from these related services, particular the
end-of-lease services, that it made the best part of its profits.
An operating lease price has two components: the lease rate (the “front
end”) and a value put on the equipment at the end of a lease, known as the
“residual value” (the “back end”). To balance risk, a leasing company will
typically price its services low at either the front end or the back end, but
not both.
At the end of an operating lease term, a customer has three choices:
return the equipment to the leasing company, buy the equipment, or
renew the lease. If the customer returns the equipment, the leasing company resells it in the wholesale or retail market (remarketing, or “residual
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realization”), hoping to get more for it than the residual value ascribed to
it in the lease. This may seem like the conventional end of a lease, but in
MFP’s case, it only happened that way about a quarter of the time. The rest
of the time, its customers opted to buy the equipment at the price agreed
to at the beginning of the lease. Obviously, if the price is higher than the
fair market value, the leasing company makes a profit. If the customer
decides to renew or extend the lease, the terms may be different from the
original ones. Also, if a customer modifies the lease during the term, the
rewritten lease will generally trigger a termination payment and new lease
terms and rates.
Each of these scenarios, each change, is a revenue-generating opportunity. Good sales representatives never stop trying to sell to the customer. In
MFP’s case, they did that by concentrating on building relationships.

C. A R ELATIONSHIP C OMPANY
According to its mission statement, updated periodically for its annual
reports, MFP’s mission was to succeed “by investing capital, time and collective expertise to help customers satisfy their financial and technology
management requirements in a manner tailored to their specific needs.
MFP is focused on creating and retaining long-term, direct customer relationships through personalized service.”
It makes good business sense to understand your clients. Peter Wolfraim,
who was still President and CEO of MFP when he testified, said that it was
less costly to build business with existing customers than to acquire new
customers. An intimate understanding of its customers was one of the
“value-added” benefits the company delivered. MFP saw that as its competitive advantage, so relationships were strategic and vital. As we heard more
than once in this inquiry, people buy from people.
In its 2000 annual report, Mr. Wolfraim expressed the company’s core
value this way:
At the core of each project will be a strong relationship based on insight,
understanding and trust. It may sound like corporate motherhood. Yet it
is absolute fact at MFP: people-based partnerships and relationships will
make the biggest difference of all.
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Corporate motherhood? Maybe. But people-focused partnerships and
relationships are intangible and unquantifiable. Those dynamics were said
to be the key to success for MFP, but should they factor in public sector procurement decisions?

D. R ELATIONSHIP M ARKETING
THE P UBLIC S ECTOR

AND

Most people understand that taxes are necessary so that governments will
have the means to provide the services we need. Nevertheless, we all know
that paying taxes is not voluntary. If we disagree with the way a government
is spending our tax dollars, we can let it know at the ballot box, but we are
still obliged to pay taxes. Moreover, even though elected officials make the
policy decisions about how our tax money is spent in broad terms, it is civil
servants, who are rarely in the public eye and who do not stand for election,
who implement the actual spending. Thus, we have no choice but to trust
them to spend it wisely. Given this compulsory trust, the taxpayers have a
right to expect civil servants to manage public money properly and not spend
it as though it were their own. The antidotes to skepticism about that trust
are transparency in decision making, manifest objectivity, and full accountability. Those conditions are not met if company A wins a contract over
company B because a civil servant had a better personal relationship with the
people at company A. That is an intangible and unquantifiable factor.
Transparency, objectivity, and accountability demand something concrete.
Of course, it would be naive to suppose that the human element can be
wholly eradicated from procurement decisions, even in the public sector.
That is why good governance demands that civil servants follow rules
designed to keep the allure of a good relationship with a vendor from affecting their decisions in the course of spending the taxpayers’ money.
For their part, companies seeking to do business with the public sector
should recognize that they are dealing with the trustees of public money.
They should realize that in the public sector, their real relationship is with
the taxpayers, and the taxpayers expect the trustees of their money to insist
on value that is easily and objectively demonstrated. Softening up a public
servant with a nice dinner or a round of golf does nothing to advance the
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public interest. Such sales stratagems wrongly appeal to the personal interests
of public servants. These tactics are inappropriate and should not be used.
Favour-based relationship building with public servants as a deliberate and
calculated sales tactic undermines the integrity of public sector procurement.
If companies use these tactics for private sector sales, they should change
their habits for the public sector. If they fail to do so, taxpayers may quite
properly hold the company to account, as MFP was to discover.
MFP’s relatively small deal for leasing the councillors’ new computers
eventually became one of the subjects of this inquiry, and scrutiny of the
transaction was specifically mentioned in my terms of reference.1

E. A N MFP “FARMER ” P LANTS

A

S EED

Like so many other senior managers on the eve of amalgamation, in the fall
of 1997 Jim Andrew had pressing responsibilities. He was the Director of
Information and Technology for the Municipality of Metropolitan Toronto,
and a front-runner for the position of Executive Director of IT for the City
after amalgamation. (He would get the job in May 1998.) He appreciated
that technology would be the circulatory system in the body of the megacity. He had to acquire new equipment on a scale unprecedented in the
region’s municipal experience, and with Y2K looming, he also needed to get
it done quickly. At this very busy time, Jim Andrew got a cold call from MFP.
Rob Ashbourne was a competent, low-key salesperson, and MFP’s
Regional Marketing Manager, with almost 20 years’ experience in computer
leasing. He wanted to meet Mr. Andrew to discuss possible opportunities.
Jim Andrew had some experience with leasing in previous employment, but
the municipality had not financed acquisitions through leasing to any significant degree. There was little internal expertise on the subject.
Rob Ashbourne’s cold call was not spontaneous. Irene Payne, Senior
Vice President of Sales and Marketing at MFP, knew Jim Andrew. They
had met in the late 1980s, when he was Manager of Technical Services at
Ontario’s Ministry of Natural Resources, and they had maintained a
friendly professional relationship. After Mr. Andrew left the provincial
government and was working at Metropolitan Toronto, they saw each
1

Appendix A(i): Terms of Reference, Toronto Computer Leasing Inquiry.
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other from time to time at government seminars and trade shows. They
kept in touch occasionally by telephone. Ms. Payne was instrumental in
bringing Mr. Andrew and Mr. Ashbourne together in the same room in
November 1997.
Irene Payne, shrewd and strategy-conscious, divided salespeople into two
personality categories: “hunters” and “farmers.” Farmers, she said, patiently
and methodically cultivated and managed accounts over the long term.
Hunters were high-energy self-starters who could open doors and go after
accounts aggressively. Most companies, Ms. Payne said, needed both.
Irene Payne put Mr. Ashbourne in the farmer category. He was an expert
in leasing, and his sales approach was to nurture relationships over time,
tend them carefully, and allow them to grow naturally. For now, Irene Payne
was content to send a farmer to plant a seed at the soon-to-be-amalgamated
City of Toronto.
At their first meeting, in November 1997, Jim Andrew told Rob
Ashbourne, in general terms, what the megacity would probably need. He
talked about the problems presented by amalgamation, particularly the
need to harmonize seven different data centres and seven sets of IT equipment inventory. He believed that leasing was quickly becoming the
favoured means of financing IT hardware and software acquisitions at the
Ontario government and in other municipal and provincial jurisdictions.
For his part, Rob Ashbourne set out the services MFP could provide and
the features he felt distinguished his company from the competition. Mr.
Ashbourne clearly understood leasing and could give his clients useful
advice and assistance. In the end, Mr. Andrew suggested that Mr.
Ashbourne give him some materials on the benefits and drawbacks of leasing versus purchasing IT equipment. Rob Ashbourne was happy to oblige.
Rob Ashbourne knew that, in 1997, municipalities in the Toronto area
usually bought assets and financed them directly or through municipal
debentures. The new City might not readily warm to the unfamiliar concept of leasing. As he prepared the materials for Jim Andrew, he highlighted
the financial advantages of leasing first. Monthly payments on leases would
be lower than traditional loan payments. MFP would be flexible in structuring them, and would offer fixed rates to protect against inflation and
permit certainty in budgeting. The City wouldn’t have to make a down payment, and that would free up cash. Leasing costs would be off the balance
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sheet, so the City’s borrowing capacity would not be affected by putting
debt on the books. He pointed out other advantages. At the middle and end
of lease terms, equipment could be upgraded or “refreshed,” so the City
could always have up-to-date technology. And MFP would look after the
labour-intensive task of selling the old equipment. The administrative burden that goes with IT equipment would be further relieved by simplifying
budget allocation and by taking advantage of additional MFP services.
Obviously, this was a sales pitch and not an impartial analysis. A sales
pitch couldn’t be expected to be a substitute for proper research on the part
of the City into the pros and cons of leasing. On the other hand, the stated
benefits do provide a benchmark for measuring the deliverables, as defined
by MFP itself, against its performance.
As a senior IT manager, Jim Andrew was particularly interested in the
ability to periodically upgrade the City’s technology, but he also saw that
relieving pressure on the capital budget would be an important benefit.
Mayor Lastman had campaigned on a zero tax increase promise. That, coupled with the provincial service delivery realignment, meant grave fiscal
challenges for the City. The financial advantages were not a big factor in
acquiring new computers for the councillors, but the City would ultimately
need thousands of computers costing many millions of dollars. Getting
Council to spend that money might be easier if the sum could be broken
up into leasing chunks rather than spent all at once to buy the machines
outright.
Rob Ashbourne had planted the seed of long-term leasing in fertile soil.
Leasing would certainly make life easier for City staff. Within days, Jim
Andrew proposed to the Transition Team that the City lease the councillors’
computers over a three-year term.
On December 9, less than a week after sending his materials to Jim
Andrew, Rob Ashbourne met with him again. This time he brought with
him Bill Smethurst, MFP’s Vice-President of Operations. Mr. Andrew was
going to have to explain and make a case for leasing versus purchasing to his
City colleagues, and he needed more information. He now revealed that the
potential volume of business in three-year leases could involve as many as
15,000 computers, about $80 million worth, all to come from “Tier 1” suppliers like IBM, Compaq, and Dell—the best in the business. The word on
the street had been right. It was indeed a colossal amount of business.
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There was great potential for business, but the City’s immediate need
was much more modest. Jim Andrew was seeking to lease about 200
computers, with a three-year term to coincide with the councillors’
three-year term. He needed them quickly. The newly elected councillors
would have their first Council meeting in January 1998. That was just
weeks away, and during those weeks business productivity would decline
amid the seasonal religious and secular revelry traditional in late
December.

F. MFP T HROWS

A

LOW B ALL

After further encouraging telephone conversations with Jim Andrew, Rob
Ashbourne plowed ahead, with hopes of a bountiful harvest. On December
19, he presented a proposal to MFP’s investment committee, a group of
senior executives that included President Peter Wolfraim and Senior Vice
President Irene Payne. He spoke of the immediate opportunity to lease over
200 computers for the councillors, and of the tantalizing potential for up to
15,000 more at a rate of 5,000 per year.
Rob Ashbourne identified Jim Andrew as the key contact, and pointed
out that Mr. Andrew’s prior relationship with Ms. Payne held promise for
landing the business. Mr. Andrew was “a strong supporter of leasing,” he
told them, and with MFP’s assistance over the preceding six weeks, Mr.
Andrew had persuaded the new Treasurer, Wanda Liczyk, that leasing was
the way to go. That may have been an overstatement, but Mr. Ashbourne’s
meetings with Mr. Andrew had certainly been encouraging. In any case, by
that date, Mr. Andrew had indeed convinced Ms. Liczyk and others in
Finance to go with leasing.
There wasn’t time for a formal competitive tender process but through
Jim Andrew, the MFP executives knew that if the City decided to lease
the councillors’ computers, it would be asking for quotes from more than
one leasing company. Mr. Ashbourne thought MFP should bid aggressively to get its foot in the door. Once in, they would be poised to go
after the big opportunities to come. Rob Ashbourne proposed the following strategy:
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Focus on MFP’s strength as independent and ability to support both
[of the City’s preferred] suppliers. . . .
Asset Management and disposition are important issues which we
have already started to address with Jim as part of our long term leasing solution.
Get in early while transition still taking place and develop standard
government model in 1998. (i.e. Work deals to budget constraints.)

Timing was everything, and he had worked out the strategy carefully.
The pricing he proposed for the councillors’ computer lease wouldn’t make
a cent for MFP—in fact, it would amount to a loss—but he was looking to
the lucrative long term. If MFP won this unprofitable business, getting
future business could be easier. Meanwhile, the City would become familiar with MFP’s master lease agreement, Rob Ashbourne thought, and would
look to it as a model for future leasing. He reasoned that with the shakeup
of vendors that would come with amalgamation, those who got in early
would get the opportunities. By the time amalgamation took effect, he
wanted to have the City on a program that would make it increasingly convenient to funnel business to MFP.
MFP analyzed every lease transaction (possibly as many as 3,500 a
year) from a risk management point of view. The deal for the councillors’
computers was above MFP’s usual maximum allowable equity investment.
But as Peter Wolfraim explained, “We essentially decided to do the deal
with no profit in order to get in the door.” This was an opportunity to do
business with the new City, and MFP was interested in “becoming
entrenched.”
Ultimately, the City would pay just under $1 million over three years on
the councillors’ leases. Even though MFP decided to do the deal with no
profit, based on its historical averages, it might have made a profit of about
$40,000 on the transaction instead of losing a projected $38,631. But MFP
clearly didn’t expect to lose money in the long run.

G. T HE B ID
The City kept very poor records of the discussions about the councillors’
computer lease. Nonetheless, it appears staff made good-faith efforts all
around to get the necessary approvals under pressing time constraints.
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Jim Andrew was favourably disposed toward leasing, and he could see no
other way of funding the computers if they had to be on the councillors’
desks within a month. By December 1, he had persuaded the Transition
Team to acquiesce, and by mid-December, Wanda Liczyk had agreed. The
City Clerk’s office had sought and received approval for the computers from
CAO Mike Garrett.
On December 20, 1997, Wanda Liczyk signed the necessary requisitions, clearing the way for Toronto to go to the market and lease the
councillors’ computers. With Council scheduled to meet on January 6, the
need was clearly urgent. The City of Toronto did not yet exist (legally, it
would come into being on New Year’s Day), but the City-to-be still had to
buy a number of items immediately for its future needs. The approvals for
these acquisitions came from the governing bodies of one or another of the
seven amalgamating municipalities—their last acts of service to their residents. For the councillors’ computers, the authority appears to have been a
1995 procurement resolution passed by Council for the Municipality of
Metropolitan Toronto.
Despite the tight deadline, and despite the distractions of the festive season, the leasing business for the councillors’ computers had to be awarded
through some sort of competition. Indeed, a brief, informal competition
did take place. Someone from IT contacted David Beattie, a mild-mannered, experienced Buyer in the Purchasing Division at the old City of
Toronto, to alert him to the City Clerk’s office’s urgent need to lease new
computers for the Mayor and councillors. Few records of the events survive,
and precise details of what happened next are elusive.
Mr. Beattie remembered receiving the urgent phone call. It was almost
Christmas, he said, and an extremely quick turnaround was needed. After
discussions with two of his superiors, he organized a telephone bidding
opportunity. Telephone bid procedures were in place for urgent items, usually involving a low dollar amount.
Mr. Beattie contacted prospective bidders by telephone on December 22
or 23. He might have contacted about half a dozen prospective bidders, but
again, the details are sketchy. The bidders were asked to provide their best
lease rates for the quantity and type of computers approved in the purchase
orders signed by Wanda Liczyk on December 20. They gave their quotes
verbally and confirmed them by fax. The whole bidding process took only
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one day. Telephone bidding was not common, but neither was it all that
unusual. Although it was done in haste, the time constraints and the relative simplicity of the acquisition made it permissible and appropriate in all
of the circumstances.
On December 23, before the winner was announced, Jim Andrew had
lunch with Irene Payne, Rob Ashbourne, and Dave Robson from MFP. It
was the first of many contacts between City staff and a vendor in questionable circumstances. In this case, the problem was the potential for the
perception that MFP had an unfair opportunity to influence the outcome
of the bidding. Mr. Andrew denied he even knew MFP would be invited to
bid, and there is no evidence to suggest that this lunch influenced the outcome. But that is not the issue. The issue is perception. Competitors might
have thought they had reason to be concerned about fairness if they had
known about this lunch, taking place so close to the time when bidders were
invited to fax their quotations.
Around December 30, MFP was announced as the winner. Its winning
bid was very reasonable, but as we have seen, that was hardly surprising since
MFP had calculated its bid using a little red ink in the hope of landing bigger deals to come. Wanda Liczyk signed a lease with MFP for assets valued at
$991,430. The lease term was 36 months, with a purchase option at the end.
The “farmer,” Rob Ashbourne, had his first harvest and a small commission. A salesperson bringing in a deal where MFP stood to lose money
would typically make no commission, unless MFP chose to pay some commission for subjective reasons. In this case, MFP elected to pay Mr.
Ashbourne $7,811, which he had to split with another salesperson who had
worked on the Toronto account.
MFP’s foot was in the door.

H. T HE S EED B EGINS

TO

G ROW

Councillors seemed surprised that their offices were equipped with shiny
new computers when they arrived in early January to conduct the megacity’s first business. They wondered where the money to pay for them had
come from. Mike Garrett briefed the Council on the background of the
hasty acquisition and explained that the Metropolitan Toronto
Commissioner of Corporate Services had also verbally approved the com-
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puter transaction beforehand. That settled the matter for the moment. But
the City might have been able to get the money elsewhere. There was
provincial funding available for certain amalgamation transition costs, but
it appears that no one from the City ever made an application to cover the
cost of these computers, and no one was able to give any reason for this
apparent oversight.
In 1998 and 1999, as the councillors settled into their work, some would
occasionally request additional computer equipment. These further acquisitions were placed on the original lease. They should not have been. The
additions totalled about $102,000. The City Auditor noted in a January
2002 report that many of these later acquisitions were made without the
necessary signing authority, and he was right. It was sloppy. The sloppiness
was subsequently remedied.
In December 2000, at the end of the three-year lease, the councillors got
new computers again. Most of the old computers were returned to MFP,
but a number of councillors purchased some of the old computers for themselves. The next lot of new computers for the councillors had been on the
City’s radar screen since May 1999. Through various discussions, IT staff,
the City Clerk’s office, and the councillors’ staff had agreed that the new
computers were necessary. Staff prepared a report for the Administration
Committee of Council on June 28, 1999, and a business case on October
16. Various options were explored for the duration of any new lease, termination options for the old lease, and budgeting. The original lease had been
signed under authority granted by the now-defunct Municipality of
Metropolitan Toronto. But Jim Andrew believed that Council had already
decided this issue at its July 1999 meeting when it approved a “Corporate
Refresh Strategy” together with the leasing program. Assuming that these
new leases would simply be another schedule on the City’s contract with
MFP, he told staff that the report already prepared didn’t have to be submitted. He was wrong. Council approval was indeed necessary.
Much had changed between 1997 and 2000 that puts into context the
addition of more computers to the existing lease without authority, as well
as the failure to take the councillors’ lease renewal to Council. It was a staff
error, nevertheless, but at the time, unfortunately, it was also business as
usual. The story of mismanaging the leases with MFP is told in detail later
in this report. Suffice it to say for now that by 2000, MFP had far more
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than a foot in the door of opportunity. It had moved in, and it held a de
facto IT leasing monopoly throughout the City of Toronto.

I. E RROR

ON

TOP

OF

E RROR

In leasing the councillors’ computers in 1997 and 2000, the City piled error
on top of error. Jim Andrew seems to have obtained information about leasing only from vendors, relying heavily on MFP’s sales pitch. No proper
business case was prepared. No one independently analyzed the advantages
and disadvantages of leasing. Mr. Andrew obtained the Transition Team’s
verbal approval to lease, but nothing in writing. There are no records to
show how the decision to use telephone bids was made or how the bidding
process was carried out. Documentation of the whole transaction was slipshod from beginning to end.
Having said all that, there were mitigating circumstances for some of the
errors. Making the councillors’ offices fully functional was an urgent need
that included installing new computers in their offices. The new Council
had to start dealing with the City’s business in the first days of the New Year,
and it was properly a high priority to give them the equipment they needed
to do the job. Meanwhile, amalgamation was imminent. Staff were moving
around, the lines of responsibility were blurred, and they were coping as
best they could with the general confusion. Approval processes were nebulous as the old municipalities dissolved into the megacity.
On balance, therefore, I am satisfied that the staff involved had the best
of intentions in acquiring the councillors’ computers and financing them
through leasing.
However, there are two points for which there are no mitigating circumstances. First, additional equipment should not have been put on the
existing MFP lease without proper approval. That was done several times,
and long after the turmoil of amalgamation had abated. Second, when the
original three-year lease term expired, the next set of new computers, and
any new or renewed lease to finance them, should have been put before City
Council.
Those mistakes were made down the road, however. In 1998, City staff
would soon turn their attention to the much larger IT acquisition Jim
Andrew had described to Rob Ashbourne.

IV. T HE D ELL C OMEBACK
FROM N OWHERE

NOBODY LIKES TO BE TURNED DOWN, and some people don’t take no for an
answer. In 1998, Dell bid on a huge computer acquisition tendered by the
City of Toronto. Dell was knocked out of the running, but it didn’t give up.
The company came back—seemingly from nowhere—and won a big contract after all. Dell went on to provide the City millions of dollars’ worth of
top-quality computers, and excellent service, at a great price.
There was only one problem. Companies eliminated from competitive
tender processes are supposed to stay eliminated, not win the contract.
When the seemingly impossible happens, there may be invisible hands at
work somewhere. So what was the story with Dell? How was it transformed
from out-of-the-running bidder to major supplier?
To understand the invisible hands at work, it is important to understand
the backdrop to the story: the City’s preparations for the year 2000.

A. T HE B ACKDROP : A R ACE

AGAINST

T IME

From the comfortable vantage point of 2005, the widespread apprehension
about Y2K might seem like colossal overreaction. Y2K-watchers held their
breath as the last seconds of 1999 ticked away, but the stroke of midnight
brought only the quiet hum of business as usual. But to be dismissive about
the anticlimax in hindsight is unfair. Y2K anxiety prompted extraordinary
117
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action at a time when a lackadaisical approach could easily have led to catastrophe.
In 1998, the City was not nearly Y2K-ready. The challenges ahead were
daunting. By May, the City had identified 31 computer systems that could
harm health and safety if they failed, 51 systems vulnerable to legal implications, and 28 systems in which failure would mean financial impact
greater than $1 million. On top of those, 227 systems had some chance of
failing because of a Y2K defect. The City estimated its possible financial
exposure from Y2K-related failures at more than $750 million. That
included lost revenue due to business failures and/or decreased use of
chargeable services, and increased costs due to greater demand for emergency, health, and social services. The $750 million didn’t include the cost
of possible lawsuits against the City because of death and personal injury,
nor did it include the cost of collateral damage caused by Y2K failures in
external organizations.
The pressures of amalgamation distracted many former municipalities
from preparing for Y2K. The IT amalgamation transition team had done
some work, but it was rudimentary.
Two years to get ready for Y2K might seem like enough lead time, but
given the massive task at hand, the City was in a very tight spot. The
Canadian Institute of Chartered Accountants had said that organizations
should fix all critical programs by the end of 1998, leaving all of 1999 for
testing. Banks and insurance companies started serious work on Y2K projects as early as 1994. The City lagged far behind and now faced an inflexible
deadline. Y2K was coming, ready or not, and there was no pleading for
more time.
Early in 1998, Margaret Rodrigues, then Toronto’s Commissioner of
Corporate Services, established the first post-amalgamation Y2K planning
body, called the Year 2000 Committee. Later, there would be a body called
the Year 2000 Steering Committee, but that had a different function even
though the names are confusingly similar.
The first body, the Year 2000 Committee, had four tasks: (1) evaluate
the City’s computer environment and prepare a consolidated inventory of
all systems potentially affected by Y2K; (2) summarize all Y2K efforts to
date; (3) assess the City’s Y2K readiness; and (4) devise an integrated action
plan for the outstanding tasks.

The Dell Comeback from Nowhere

119

The committee issued its Assessment Report and Action Plan on May
31, 1998. Ultimately, the work turned out to be less thorough than was
needed, and much of the same ground would have to be covered again.

1. L ANA V IINAMAE TAKES

ON

R ESPONSIBILITY

FOR

Y2K

Lana Viinamae had been in IT with the former Municipality of
Metropolitan Toronto. After amalgamation, she won the job of Director,
Computer Operations and Telecommunications, but she never assumed the
post. Instead, she became Director of the Year 2000 Project Management
Office. She hadn’t wanted the job at first and didn’t apply for it when it was
posted. Jim Andrew, the City’s Executive Director of IT, personally asked
her to apply after the competition closed. The City had a immense job
ahead and very little time to do it. The job needed someone driven and
tough. Ms. Viinamae fit the bill. She agreed to be interviewed and won the
job the very next day.
In her new post, Ms. Viinamae reported to Jim Andrew. During the
inquiry, Mr. Andrew tried repeatedly but unconvincingly to deny this
reporting relationship, presumably to minimize his responsibility for the
failings of those under him.
When she started as Director of the Y2K Project Management Office in
early June 1998, Ms. Viinamae had the May 31 report from Margaret
Rodrigues’s Year 2000 Committee, but little else to go on. The immovable
Y2K deadline was just over 18 months away.
One of Ms.Viinamae’s first tasks was to prepare a Y2K plan and a
budget. The plan needed approval from the Corporate Services Committee
of Council, and then from full Council. By June 8, a week after taking on
the job, and under incredible pressure, Ms. Viinamae had the Y2K report
ready. She asked for initial funding of $80 million.
Ms. Viinamae’s June 8 report didn’t sail through the committee and
Council. It ran aground for lack of detail. Y2K was a top priority, but
Council wouldn’t give carte blanche approval, and $80 million, for the plan
as written. Council was concerned that Y2K might well cost even more. Ms.
Viinamae was sent back to the drawing board. She was told to develop a list
of priority projects, a work plan with a timetable, and a budget for the work
plan. To get things rolling, Council allocated $5 million for start-up costs:
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$1.5 million to staff and equip the Y2K Project office, and about $3.5 million to rework the critical systems assessment begun by Margaret
Rodrigues’s Year 2000 Committee.

2. T HE Y EAR 2000 B USINESS C ONTINUITY P LAN
City Council was right to think Y2K would cost more than $80 million. After
much revamping with the help of external consultants from IBM, Ms.
Viinamae’s far more detailed Year 2000 Business Continuity Plan was ready on
November 3, 1998. The budget was now $149.6 million. Of that, $79.7 million was for City-wide business functions, including the desktop computers
Dell would eventually bid on. Also included were networks, server platforms,
improvements to the City’s 1,700 buildings and its vehicle fleet, and a number
of external partnerships and agreements. Lana Viinamae’s Year 2000 Project
Management Office would control all these City-wide initiatives.
Councillors were given presentations on the plan, some amendments
were made, and at its meeting on November 25–27, 1998, Council
approved the plan.

3. S PECIAL M EASURES

FOR

Y2K S PENDING

Council had approved nearly $150 million for Y2K, to be spent on a host
of critical upgrades in just 13 months. Council wanted to oversee this
expensive and crucial job, but time was short and decision making had to
be efficient. To meet the two requirements of sound oversight and speedy
decision making, Council did three things:
• It created the Year 2000 Steering Committee.
• It approved the use of business cases to justify spending.
• It delegated to the Chief Administrative Officer, the City’s most senior
staff person, special approval powers.
a. Year 2000 Steering Committee
The Y2K Steering Committee directed the Year 2000 project. Membership
reflected the high priority the City gave it. Councillor Dick O’Brien chaired
the committee, representing the Mayor. Other members included Jim
Andrew and Margaret Rodrigues. In June 1999, Margaret Rodrigues was

The Dell Comeback from Nowhere

121

replaced by Wanda Liczyk. Jack Schachner, an outside consultant and
Assistant Project Director, was also a member of the committee.
The Y2K Steering Committee was to oversee Ms. Viinamae’s stewardship and make sure the Y2K Project stayed on time and on budget.
b. Business Cases
City staff, working with IBM consultants, had a three-step Y2K strategy.
First, inventory all vulnerable systems. Second, assign them a priority from
one (most critical) to four. Third, develop a business case for each “Priority
One” system. The business cases were to include the results of the survey by
the first Year 2000 Committee, the results of further analysis of current
Y2K-readiness, and the most cost-effective remedy for a given situation.
The business cases were essential. They were to show that there was a
thoughtful plan in place, and they were a tangible benchmark to assess
whether a project was on time and on budget. Variation from a business
case required Y2K Steering Committee approval through a “Change
Request.” Business cases were the key tool to keep the Y2K Project on track.
c. CAO’s Delegated Approval
The CAO’s Delegated Approval was one of the measures designed to
streamline the decision-making process. The report approved by Council in
November put it this way:
The Year 2000 Program will be required to enter into agreements to
implement solutions to ensure year 2000 readiness on a timely basis to
enable the City to meet the immovable deadline. These requests will be
forwarded to the Year 2000 Steering Committee for review. Based on its
recommendation, the CAO will enter into the necessary agreements. This
information will be reported to Council on a regular basis.

Time was very short. All Y2K spending decisions had to be made
quickly, and the normal approval process through committee and Council
was too slow. So CAO Mike Garrett was given authority to sign agreements
for the full amount of Y2K expenditures until June 2000. This eliminated
the usual approvals by Council, but he was guided by the Y2K Steering
Committee.
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A “Year 2000 Delegated Approval Form” formalized the streamlined
expenditure process. The form required staff sign-offs before the CAO’s
final approval. The Delegated Approval Form was to be used for Y2Krelated expenditures and nothing else.

4. P OST Y2K: S ERIOUS Q UESTIONS S URFACE
Led by Lana Viinamae, the City’s Y2K team won the race against time.
January 1, 2000, was practically a business-as-usual day at the City. There
were a few expected Y2K-related failures, but no catastrophes. Water
flowed, traffic lights worked, and emergency systems responded as needed.
The Y2K Project came in on budget. In just over 18 months, Ms.
Viinamae and her team had pulled the City back from the brink of Y2K
disaster.
However, as things settled down after Y2K, some serious concerns
floated to the surface. MFP was supposed to lease the City $43 million of
computer hardware and software for three years, most of it for Y2K. So why
was there more than $80 million on lease, most of it for more than five
years? Why did the City have $11 million worth of Oracle software on lease
with MFP? These questions are answered elsewhere in this report. But there
was another question: How did Dell, left off the winners’ list after an RFP
for vendors of record for computer equipment and services, come to supply
the City with more than 11,000 desktops?

B. D ELL LOSES , W INS A B IT, AND LOSES
A GAIN : T HE S EPTEMBER 1998 RFP
1. D RAFTING

THE

RFP: J IM A NDREW S TAYS AWAY

Desktops are ubiquitous, critical cogs in the machinery of City government,
used in every City service, in every neighbourhood. They all had to be Y2Kcompliant, and by the summer of 1998 it was clear that the City would
need many thousands of new ones.
Naturally, this wasn’t the first time the City had bought desktops. In the
past, the City had used “value-added resellers,” or VARs. And that is what
City staff and their IBM consultants recommended in the Y2K business
case for the desktops.
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VARs are a link in the chain between computer manufacturer and customer. They buy desktops from manufacturers and then perform
“value-added services”: configuring, imaging, adding memory, adding
modems and drivers, asset tagging, installation, and setting up. VARs tailor
the equipment to the client’s needs, doing the jobs that might baffle a computer novice if a new computer simply landed on his or her desk, still in the
packing crate.
In the summer of 1998, Jim Andrew directed Kathryn Bulko to draft an
RFP to select at least two VARs as vendors of record to supply hardware,
software, and other IT services. The winners wouldn’t be guaranteed any
business, but they would be the companies invited to quote on contracts for
three years. At the time, Kathryn Bulko had the non-managerial position of
Client Services Specialist and was still part of a bargaining unit.
Jim Andrew gave his instructions, and then played the hands-off boss
role that seemed to be his trademark. He failed to give Ms. Bulko any guidance or supervision whatsoever. This was a dereliction of duty. He didn’t
need to micromanage or replicate her analysis, but, given Ms. Bulko’s junior level, he should have at least ensured that a more senior person, possibly
himself, reviewed the RFP before it went out at the end of August.
Jim Andrew’s reason for staying out of drafting RFPs and RFQs, and
refraining from supervising those who did, was to “avoid any perception of
undue influence” over his subordinates: “People may take my views for being
gospel views and may not want to put their own thoughts down on paper.”
He seemed to think his views as a senior executive would so overwhelm or
intimidate his staff that they wouldn’t be able to make the best decision. I
saw Mr. Andrew over 13 days at the inquiry. He was not an intimidating
man. His staff described his style as “informal.” Warm, pleasant, easygoing,
and supportive, he was if anything malleable and easily persuaded. The idea
that his views would intimidate his staff is out of the question.
Having delegated a task, Jim Andrew most certainly had an obligation
to provide advice and guidance, to supervise, and to follow up. It would
have been reasonable to assess the actual expertise of those to whom he delegated responsibility and then supervise accordingly. But to abdicate all
responsibility? Shameful.
Jim Andrew enjoyed frequent favours and entertainment courtesy of vendors. I could not help but feel, as I watched Mr. Andrew over all those days,
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that his real reason for not wanting to know too much about what was going
on in his office was that he so enjoyed being entertained by suppliers that he
almost needed to protect himself from having too much information to
divulge. How ironic that the same vendors who plied him with meals, drinks,
golf games, hockey tickets, trips, and other favours no doubt assumed he was
closely supervising tenders for many millions of dollars in acquisitions.
Ms. Bulko wouldn’t have been awestruck by a little guidance. Mr.
Andrew had worked in IT since the 1960s and had much more experience
than she did. He was responsible for the RFP and he failed to ensure that it
was complete and correct.
Mr. Andrew would fail to do his job in another major acquisition the
following year: the computer leasing RFQ. He would justify it with the
same twisted logic.
Kathryn Bulko had drafted several RFPs with the pre-amalgamation
City of Toronto. She did the best she could, working with another
employee. Using precedents from their former municipalities, they cobbled
together a detailed RFP.
Nevertheless, two bidders noticed that the hardware specifications in the
RFP were obsolete. Kathryn Bulko explained they had just used the specifications for hardware the City was currently buying. Mr. Andrew agreed
that it might have been helpful to have a more senior person review the RFP.
His “more experienced eyes” might have noticed that the City was going to
market with a shopping list of obsolete items.
The RFP took about six weeks to draft, including getting input from the
Purchasing and Legal divisions. It was issued on August 25, 1998, with a
closing date of September 17. The responses were evaluated by a team of six,
including representatives from various divisions, former municipalities, and
the police services commission.

2. D ELL I S E LIMINATED , AND A S MALL V ICTORY
I S LOST BY O MISSION
Today, Dell is a household name in Canada. Seven years ago, however, it
was a young company from Texas just breaking into Canada’s public sector.
In 1998, the public sector saw Dell more as a supplier of PCs for the home
than as a vendor meeting the needs of large organizations.
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Dell’s unique direct-sale business model was not widely understood at
the City in 1998. Traditionally, computer factories produced and warehoused standard units, which they sold to an intermediary, like a VAR, to
be customized to the buyer’s needs and then resold. Dell’s model was to
build to order, combining production and customization at one location.
Dell didn’t need a VAR because it did almost everything the VARs offered.
Questech, SHL Systemhouse, and GE Capital were VARs. They were
the winners in the City’s September RFP for vendors of record. Given that
the RFP was specifically designed with VARs in mind, it was not surprising
that Dell was not chosen.
But there was a small victory for Dell. Some City departments already
had Dell equipment. The RFP evaluation team therefore recommended
that Purchasing retain the flexibility to buy Dell computers for those
departments.
With the preferred VARs chosen, Kathryn Bulko had to draft the report
that would go first to the Corporate Services Committee and then to
Council for a final decision. But for some unknown reason, she left out the
evaluation team’s recommendation to allow departments to continue buying
from Dell. It simply vanished without a trace and never went before Council.
This was Kathryn Bulko’s first report to Council. Departing from his
usual practice, Jim Andrew did bestir himself to give her some feedback on
her drafts. But he didn’t catch the omission of Dell either. Neither he nor
Ms. Bulko could explain why Dell was dropped. Dell’s Bruce Mortensen
sized up the situation in an internal e-mail: “We were toast!”
But all was not lost. Dell would get a useful referral from Jim Andrew,
and a kaleidoscope of systemic flaws would put Dell back in the running.
Ultimately, Dell would become the sole supplier of computers for the City’s
Y2K program, 11,318 of them, in a deal worth more than $18 million over
less than one year.

3. F LASHBACK TO S EPTEMBER 1998: J IM A NDREW
G IVES D ELL A R EFERRAL
Before the September 1998 RFP for desktops, Dell was not a major supplier
to the City. But in that summer of 1998, Dell, like the rest of the IT sector,
knew that the recently amalgamated City would have very considerable
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Y2K needs. Dell had established a public sector business segment in March
1998 and David Toms became its Director. To compete for the lucrative
City business, Dell had to understand how City procurement operated.
Fortunately, David Toms had an excellent contact at the City: the head
of the IT Division, Jim Andrew. They had met before Mr. Toms started
with Dell. So in September 1998, Mr. Toms called Mr. Andrew to ask him
what Dell could do to improve its competitive position. Mr. Andrew’s
advice? Consider hiring lobbyist Jeff Lyons. Jim Andrew was recommending that Dell hire a lobbyist to lobby Jim Andrew himself! It is hard to
imagine this advice as anything other than Mr. Andrew doing a favour for
Jeff Lyons.
Dell eventually followed Jim Andrew’s advice, and after it hired Jeff
Lyons, Dell’s also-ran position as a hopeful supplier to the City improved
dramatically.

4. T HE J EFF LYONS LOBBYING S TYLE
Jeff Lyons was a lawyer, rainmaker, and lobbyist. By 1998, he worked primarily, perhaps exclusively, as a lobbyist. Relationships were his
stock-in-trade, and, as he told a newspaper reporter, everyone wanted to be
on his Rolodex. Yet he downplayed the importance of his connections to his
lobbying at City Hall:
I’ve been involved in the City and working with all these people over the
years, and knowing them, I sort of had an innate sense of what things
worked and what didn’t work. It wasn’t necessarily connections; it’s your
experience. You’re selling them all your years of experience that you have,
being on the political scene, being involved with the City.

In reality, his relationships with City officials, real and perceived, made
him Toronto’s most influential and sought-after lobbyist.
Mr. Lyons liked the nickname “Brother Jeff.” He saw it as a folksy trademark: “That’s me being friendly,” he would say. “I do that to make
everybody sort of feel at home.” The nickname caught on at City Hall. Even
Mayor Lastman would greet him with the friendly moniker.
City staff, councillors, clients, and movers and shakers all attended the
annual Brother Jeff Golf Tournament, a benefit for a deserving charity. It
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was for a good cause, yes, but it sent a powerful message about the influence
he wielded at City Hall.
Mr. Lyons had more than a charity golf tournament in his arsenal. As we
will see later, he had also consistently proven that he could deliver the
money municipal candidates needed for their election campaigns, and he
made sure they knew it.
Often, he would offer, or be asked for, tickets to events: “I had access—
I was on Boards, I . . . had use of a box at the SkyDome. And a lot of people
called me for tickets. I almost became like a ticketmaster.”
Mr. Lyons openly used favours to cultivate influence with councillors
and staff, and in 1998, that was par for the course. Bestowing favours on
City officials was good business, Mr. Lyons said, and he felt no need to apologize for doing it. It was part of cultivating business relationships. Mr.
Lyons said that in 1998, he didn’t really understand the City’s conflict of
interest policy for staff and councillors. Perhaps he had a general knowledge
of it, he said, but “most people never paid any attention to it.” Nobody at
the City ever brought it up with him.
In 1998, there were no City guidelines for lobbyists. When the City did
pass such a bylaw in 2001, Mr. Lyons considered it unfair to his clients and
challenged it unsuccessfully in the courts. He thought it had a chilling effect
on their contact with decision-makers. Staff, he said, wouldn’t want to talk
to his clients because his clients would have to record the time, date, and
name of the staff member.
In 1998, Jeff Lyons was actively cultivating relationships with Jim
Andrew and Lana Viinamae, the staff members at the heart of the major
Y2K desktop acquisition. He gave Jim Andrew information he wouldn’t
otherwise have, such as what key City appointments were coming up—
before they were officially announced. For Jim Andrew, such intelligence
was hard currency, because in his workplace, information was power. The
relationship brought Mr. Andrew other benefits, too. He could pick up the
phone and call the “ticketmaster,” as he did when he wanted tickets to treat
a friend from Scotland to a Buffalo Bills football game. In return, Mr.
Andrew gave Mr. Lyons valuable inside information. He claimed he wouldn’t share “top secret plans,” but that was not true.
Lana Viinamae also had a cozy relationship with Jeff Lyons. When Jim
Andrew left the City, Mr. Lyons lobbied senior staff, councillors, and
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“somebody in the Mayor’s office” to choose her to replace him. When she
didn’t get the position, he complained to senior staff. At the inquiry he said
that his only regret was that he “didn’t phone more councillors to help this
woman.”
The processes of government procurement can be mystifying—a maze
to outsiders. There are so many complicated steps: the tendering processes,
evaluating the bids, and approvals involving staff, committees, and Council.
Lobbyists can steer a hopeful vendor through the maze, and there is nothing wrong with hiring a lobbyist for that purpose.
Jeff Lyons’s style of lobbying, however, was different. Rather than educating his clients about the City’s processes, giving strategic advice, and
advocating their products, Jeff Lyons was essentially an influence-peddler.
Mr. Lyons had important IT clients, even though he lacked technical
knowledge of their products. For his style of lobbying, understanding a
client’s product didn’t matter. He did political fundraising and bestowed
tickets and other favours on councillors and staff, and he banked on the
favours they would do his clients in return. And it often worked. Decisions
about how to spend public money were made, or looked like they were
made, based on who hired Jeff Lyons instead of who offered the best product. Stripped of its folksy embellishments, this was cronyism.
And what better example of cronyism than a high-ranking City official,
Jim Andrew, recommending to Dell the lobbyist it should hire to lobby
him? Jim Andrew would have followed up this advice by telling Jeff Lyons
what he had done. In the ongoing give and take of his relationship with the
lobbyist, he could expect a return on the favour in due course.

5. M R . LYONS G OES

TO

W ORK

FOR

D ELL

On Jim Andrew’s advice, Dell’s Dave Kelly met Jeff Lyons on September 16,
1998. Mr. Kelly asked Mr. Lyons for a proposal outlining his fees and strategic initiatives for Dell. Mr. Lyons put together a package the same day. His
proposed fee was $7,500 per month, and if there was “any success with
respect to any RFP,” he proposed an additional “success bonus” of one-quarter of one per cent of the value of the contract.
Dell’s executive committee decided that the monthly fee was reasonable,
but not the success fee. It was a variable they couldn’t measure and it didn’t
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fit in with Dell’s strict financial management. So Mr. Lyons’s eventual
retainer letter contained no success fee.
Jeff Lyons’s success fee proposal came and went without strife. It was part
of routine business negotiations. In murkier circumstances, Mr. Lyons
would claim that he later asked for a success fee from another client, Dell
Financial Services.
For Dell, the key strategic initiative in Mr. Lyons’s September 1998 proposal was this: “Win I.T. Request for Proposal.” The desktop computer
RFP was to close the next day, but Mr. Lyons was clearly saying that it was
not too late to work his magic. In his testimony, he said that after an RFP
and during the committee and Council approval process, there was potential, at least, to influence the outcome: “So maybe at that point there could
be some intervention to put their case forward.”
Jeff Lyons was proposing to lobby for his future client, Dell, in the middle of a tender process. No doubt he had every reason to assume that, based
on his past experience at the City, this was standard procedure for lobbyists,
accepted by lobbyists themselves, vendors, City staff, and councillors. And
he was probably right. But that was 1998, and now things are, or should be,
very different.
Mr. Lyons was not formally retained by Dell until November 12, 1998.
But by November 9, when the Corporate Services Committee considered
Kathryn Bulko’s report recommending the three VARs, he was already lobbying for Dell.
So what, exactly, did Jeff Lyons do for Dell?
Before the Corporate Services Committee meeting, Mr. Lyons called Jim
Andrew. He described Dell’s business model and how it offered better computers at a better price. Mr. Lyons recalled that he didn’t have to push Dell’s
position because Mr. Andrew was already receptive. According to Jim
Andrew, he told Mr. Lyons that the City would have to buy through the
VARs. Mr. Lyons was not particularly concerned with that level of detail:
He might have said they might have to go through one of the vendors [of
record]. I don’t really care if they had to go through the vendors, but I’m
telling you, the hardware should be Dell because you’re going to save
money. And you want to put a vendor on it like a VAR and mark it up
some more, that’s your problem. But . . . I wasn’t there to solve the whole
process.
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Mr. Lyons didn’t attend most committee meetings, but he made sure to
be at the Corporate Services Committee meeting when the report on the
RFP was considered. Jim Andrew pointed him out to Kathryn Bulko as
Dell’s lobbyist, then steered her away from him. Jeff Lyons didn’t yet have a
signed retainer letter, but Jim Andrew already knew that he was working for
Dell. That is hardly surprising, since Mr. Andrew was instrumental in getting Dell to hire him.
Jim Andrew steered Kathryn Bulko away from Jeff Lyons for a reason.
The meeting was a public forum and he didn’t want to get caught being
chummy with a powerful lobbyist. But away from the public eye, Jim
Andrew was very chummy with him indeed. He had already helped Mr.
Lyons with the very issue before the committee. Mr. Lyons sent Dell a copy
of the Corporate Services Committee report the day after the meeting
(though he still didn’t have a signed retainer letter). In his covering letter, he
mentioned his “several discussions with the Executive Director, Information
and Technology” about the report. The Executive Director was of course
Jim Andrew.

C. D ELL I S P OISED

FOR A

C OMEBACK

1. J EFF LYONS T HINKS J IM A NDREW I S L ISTENING
The Corporate Services Committee meeting was on November 9. Council
would finally decide the winners of the RFP at their meeting of November
25–27. Dell didn’t have much time, and Dell executives wanted to know
Jim Andrew’s position. So, sometime between November 9 and 25, Mr.
Lyons took two Dell people to meet him.
During or after this meeting, Jeff Lyons got the sense that Jim Andrew
was going to “help to reopen it so they [Dell] could bid.” Mr. Andrew hadn’t told him “the solution,” but Mr. Lyons “just thought that they were
going to find an answer to it.”
Mr. Lyons could have gone over the heads of staff, to lobby councillors
directly. But he didn’t need to. Jim Andrew was on side. He was a strategic
ally, a source of inside information, and he was not to be undermined. As
Jeff Lyons explained:
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[I]n this instance, I sort of got a favourable reaction from the head of the
IT Department, and I wasn’t out to undermine him, because when you
start going to councillors, you’re undermining the staff . . . because you’re
asking them to take a contrary position. And why would I do that to Mr.
Andrew if he was listening? And I knew him well enough to think that,
you know, he wasn’t playing a game with me. . . . I didn’t really want to
start this campaign [to lobby councillors] because I didn’t want to undermine the . . . IT Director.

For Dell, things were looking up.

2. A LUNCH , A P HONE C ALL , AN A MENDMENT,
E XCESSIVE C REDIT FOR M R . LYONS

AND

A flurry of activity surrounded the November 25–27 Council meeting. On
November 25, Kathryn Bulko’s report was “held.” In City Council parlance, this meant that one or more councillors had questions about the
report, and Council wouldn’t vote on it until the questions were addressed.
IBM was considering moving its software lab out of Toronto, and it had
come up in Council that a way should be found to keep IBM in the City.
Some councillors seemed to think that this report, since it dealt with a
major computer acquisition, might affect that bigger picture. The report
was held for that reason. This was a stroke of luck for Dell, because the
report that excluded it from the City’s desktop computer business would be
delayed.
Dell now had a window of opportunity. Dell sales representative Bruce
Mortensen met Jim Andrew for lunch the same day. They likely talked
about the report, and the fact that Dell was not a recommended vendor of
record.
The next day was November 26, the second day of the Council meeting,
and Mr. Lyons was scheduled to have lunch with Lana Viinamae. Neither
one remembered the lunch, but if they met, Mr. Lyons would have lobbied
for Dell: “I was always big on making sure, if I got a moment of opportunity, [to] use it.”
The same day, Bruce Mortensen called Kathryn Bulko about an RFQ for
computer hardware that the City would be issuing after Council approved
the report. He thought Dell might have a second chance at that time to bid
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on the City business. A few days later, on November 30, he sent her an email that spoke volumes: “Further to our telephone conversation of
Thursday, we at Dell are anxious to submit formal prices for the upcoming
RFQ that you are intending to issue.” Dell was back in the game.
On November 27, Kathryn Bulko’s report passed in Council, with an
amendment by Councillor David Shiner recommending that the
“Commissioner of Corporate Services be requested to submit a further
report to the Economic Development Committee on the hardware and systems configuration.” He wanted to know exactly what the City would be
buying.
The Dell people believed this amendment was the key that opened the
door for Dell to bid on the upcoming December 1998 RFQ for desktops,
which Bruce Mortensen had already discussed with Kathryn Bulko the day
before. It was great news for Dell, and Mr. Mortensen wrongly believed that
Jeff Lyons had made it happen. In an internal e-mail he wrote: “Within a
few days of having Jeff Lyons as a Dell advocate, he managed to wield his
clout with both staff and politicians just enough to allow Dell to be added
to the Council Resolution as a Hardware Supplier ONLY.”
Mr. Mortensen heard of the amendment from Mr. Lyons’s office, so it’s
not surprising he thought Mr. Lyons engineered it. Mr. Mortensen also
believed that the successful VARs were unhappy about the amendment that
he thought would let Dell bid anew. He wrote, “They went to Council
members and the Mayor and senior staff to cry foul. . . . [But] Jeffrey had
beaten them to the punch again. He had already gone to the Councillors
and Mayor.”
Mr. Lyons was flattered by Mr. Mortensen’s testimonial: “I should put
this on my web site, this e-mail.” But he conceded that he had nothing to
do with the amendment, and that Mr. Mortensen overstated the case: “He
was trying to help to keep me for another year, I guess.” Clearly, to help Mr.
Mortensen convince Dell to continue his retainer, Mr. Lyons had encouraged him to think that he had orchestrated the amendment.
Neither Councillor Shiner, who proposed the amendment, nor City staff
saw it as helping Dell. Councillor Shiner simply expected staff to report
back before buying anything. Kathryn Bulko started drafting the report
requested, but it was never finished. It simply evaporated, and with it went
an important opportunity for control and transparency.
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On the surface, when Council passed the report selecting three VARs over
Dell, the contest was over: the VARs had won and Dell had lost. Yet Dell was
gearing up to bid on the very hardware contract it seemed to have lost.
Council passed Lana Viinamae’s Y2K Business Continuity Plan at the
same meeting. It included the City’s Y2K business plan for desktops, prepared at around the same time as Kathryn Bulko was drafting the RFP for
the VARs. Both documents proposed to “use the City’s vendors of record”
to acquire desktops. Reading the two documents together, it is clear that
Council approved the Y2K plan to buy or repair desktops using the VARs
recommended in the report to the Corporate Services Committee. But that
is not at all what happened.

D. D ELL’ S F IRST B IG W IN :
T HE D ECEMBER 1998 RFQ
1. T HE VAR S A RE S IDELINED
On December 7, 1998, Kathryn Bulko issued the RFQ to computer hardware manufacturers Dell, IBM, and Compaq, asking them to provide their
prices for 1,000 to 4,000 desktop computers for the Y2K desktop rollout.
That rollout had just been approved by Council the week before as part of
the Y2K Business Continuity Plan. At the same meeting, Council had
approved three VARs as vendors of record for the desktop rollout. Yet
Kathryn Bulko was issuing an RFQ directly to the manufacturers, not to
the successful VARs. The RFQ directed manufacturers to submit their
prices to the VARs, who would add prices for their value-added services and
send complete quotes to the City. Yet Dell submitted its prices directly to
the City because Dell didn’t sell through VARs.
Why was the RFQ structured this way? Why was it so accommodating
to Dell? Because Dell asked at the right time, and the City listened. An email from Bruce Mortensen to Kathryn Bulko on November 30 reads as
follows:
I am requesting that the hardware prices be solicited separately from the
other services that the VARs will be providing. In effect, this should allow
you to compare exact hardware prices for exact configurations from each
of the hardware manufacturers.
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And that’s just what the City did. IBM and Compaq sold their computers through VARs, so they gave hardware quotes to the VARs to include in
their own quotes. But Dell, which sold directly to the customer, quoted to
the City directly.
VARs offered a complete package: computer hardware and the additional services to make it fully functional for the customer. However, if the
package was unbundled, with the hardware and additional services priced
separately, then Dell gained a key competitive advantage over the VARs on
the largest component of the unbundled package, namely the hardware.
Selling directly to the customer, Dell could almost always quote lower on
hardware alone. It cut out the VAR middleman along with the VAR’s
markup. By convincing the City to unbundle, Dell had all but guaranteed
its victory in the RFQ for hardware. As Bruce Mortensen said, “This is
exactly what Dell had hoped for.”
Bruce Mortensen’s November 30 e-mail to Kathryn Bulko had another
strategically important influence on the wording of the RFQ: he suggested
the exact specifications for the desktop configuration. Kathryn Bulko took
those specifications and put them into the RFQ without significant change.
Tellingly, both Dell and another bidder had suggested changes to the desktop specifications for the September RFP, but the City ignored both
suggestions. This time, however, Dell had the City’s ear and thus succeeded
in defining some of the conditions for its own success.
Why did the computer specifications matter to Dell? Dell built computers to order. It carried virtually no inventory, and thus had the strongest
competitive advantage selling the newest technology. When Bruce
Mortensen suggested the most current specifications, she liked the idea—it
would give the City the latest technology available. The road to Dell’s success was paved with Ms. Bulko’s good intentions.
Predictably, Dell won the RFQ, beating the next-best bid by nearly
$200 per computer. With these dramatic savings, City staff chose Dell
for the entire Y2K desktop rollout. Gone was any thought of minimizing
risk by spreading the multimillion-dollar purchase among three different
vendors.
One VAR fought on to the bitter end. It was noon on Christmas Eve.
City staff were putting on their coats, getting ready to head home early,
when a VAR representative showed up with a computer hardware bid in
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hand. To their credit, City staff put their holiday departure on hold and
considered the bid seriously. It was lower than Dell’s early December bid.
After much anxiety, they decided that it would be wrong to accept the bid
weeks after the deadline had passed. It was rejected, and the battle was over.
The VARs that thought they had won a great feast were left with only the
crumbs of providing installation services.

2. A R EADY- OR -N OT RFQ
The September RFP was fully developed and detailed and the process was
transparent. The 55-page public document took weeks to draft. There was
a 23-day response period, a six-member team to analyze the responses, a
major report to the Corporate Services Committee, and presentation at a
full Council meeting.
By contrast, the multimillion-dollar December RFQ could hardly have
been more abrupt. The major terms came straight from Dell’s Bruce
Mortensen. Kathryn Bulko referred to it as a “mini-RFQ.” She sent it out
in a one-page e-mail on December 7, 1998, with no warning to the manufacturers, and without even verifying that the recipients were in their offices
that day. And the responses were due back within 24 hours. What if one of
the recipients had been off sick, at a conference, on vacation, or out of the
office for any other reason? That person’s company would have lost out on
a multimillion-dollar opportunity and the City wouldn’t have had the
advantage of considering its bid.

3. W HERE WAS

THE

A PPROVAL ?

Kathryn Bulko told Purchasing about the “mini-RFQ” plan after it was set
to go. The role of Purchasing was thus limited to being told of a decision
already made. She didn’t consult Legal Services at all. A purchase this large
needed approval—either by Council or through a Y2K Delegated Approval
Form. There was neither. So in issuing the RFQ directly to the manufacturers, City staff went against the direction of Council. And Council should
have been told that the RFQ was not going to the VARs it had just
approved. As a result, among other things, Council had no chance to debate
the change in risk management strategy that came with moving from three
suppliers (the VARs) to Dell alone.
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Lana Viinamae, Kathryn Bulko, and (to a lesser extent) Michael Franey
were the three City people closest to this RFQ. In the witness box, they
spent a great deal of time contradicting and pointing fingers at one another.
Little of what any of them said made much sense or shed much light on
how Dell came to win a large contract after it was knocked out of the competition. This was surprising, because both Ms. Bulko and Ms. Viinamae
were deeply involved—or ought to have been.
Ultimately, the decision to include Dell in the RFQ had to have come
from Lana Viinamae. Lobbying by Jeff Lyons might well have influenced her
decision. In any case, she was in charge and she told Kathryn Bulko to include
Dell. Ms. Viinamae must also bear responsibility for her failure to seek the
necessary approval, from Council or through a Delegated Approval Form.
Kathryn Bulko must also bear some responsibility, not for falling for
Bruce Mortensen’s strategy—there she was simply outmatched in the
manoeuvres of commercial competition. But she knew that Council had
approved the VARs, not Dell, for the desktop rollout. When Lana Viinamae
told her to include Dell in the RFQ, she (and Ms. Viinamae and Mr. Franey)
should have established that it was in line with Council’s direction. If Dell’s
proposal was the best deal for the City, there was nothing to prevent a return
to Council, or a Y2K Change Request. Instead, she just charged ahead with
an RFQ contrary to what she knew Council had just approved.

E. D ELL’ S S ECOND B IG W IN : T HE C ITY
B UYS M ORE C OMPUTERS
Since Dell’s computers cost almost $200 less than the competition’s, the
City could replace more of them than originally set out in the Y2K Business
Continuity Plan without spending more money. The Y2K Steering
Committee approved, and a Change Request was prepared. The committee
also recommended that Lana Viinamae get the “approval” of the Audit
Services Department. Actually, Audit didn’t approve departmental plans; it
only gave comments and advice if requested.
Lana Viinamae did ask Audit for a report. Audit agreed with Ms.
Viinamae that the City could replace more computers with the same budget
but also proposed the choice of not buying more computers, thereby saving
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money. Lana Viinamae didn’t want the money-saving option in the report
and never put it before the Y2K Steering Committee. Yet somehow, the
committee concluded incorrectly that the Auditor had “approved” the
Change Request.
In all likelihood, the strategy to replace more computers was best for the
City. But whatever the merits of the decision, Lana Viinamae should have
submitted the report from Audit to the Y2K Steering Committee, including the money-saving option. By suppressing Audit’s views, she overstepped
her role in a troubling way. Audit departments must make sure that the taxpayers’ money is spent wisely. Decision-makers cannot make the wisest
possible spending decisions if staff suppress the independent voice of the
auditor or censor plausible alternatives they don’t happen to like.
There was another procedural lapse in changing the desktop strategy.
The Y2K Status Reports to Council usually listed any Change Requests to
Priority One business cases approved by the Y2K Steering Committee since
its last report. The desktop computer rollout was a Priority One business
case. But there was no mention of the desktop Change Request in the status reports, so Council was never informed.
In June 1999, the City had a chance to revisit its relationship with Dell.
All the computers ordered after Dell won the December 1998 RFQ were
delivered, and now the City needed 4,000 more. Staff were happy with
Dell: the company had delivered as promised. The City ordered 3,500 more
computers without a tender, without a Delegated Approval Form, and without informing Council of the Change Request.
“Yeah Baby!!!” It was a coup for Dell, and Bruce Mortensen didn’t try to
contain his excitement as he heralded the big news in an internal e-mail.
The City had been extremely pleased with Dell’s service and support, he
told them, and would buy thousands more desktops without an RFQ, even
though City staff said they would be paying a significant premium over an
unsolicited bid from another manufacturer.
Dell did cut its prices by $200 per computer for the June purchase. But
Ms. Viinamae knew that a VAR had beat Dell’s price with an unsolicited
bid on December 24. She knew prices were falling fast, and six months was
enough time for a big drop. In September 1999, the City would issue an
RFQ for another 700 to 1,000 units. Why go through competitive bidding
in September but not June? Could a tender in June have saved Ms.
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Viinamae more than $200 per computer? Perhaps not. And there was also
risk in changing suppliers. The City had tested crucial applications on Dell
PCs, so switching suppliers and retesting could have set the City back on its
tight Y2K rollout time line.
If re-tendering in June was the wrong business decision, surely it would
have been easy to justify in a Delegated Approval Form. But there wasn’t
one. And there was no authority to sole-source from Dell. Perhaps Ms.
Viinamae made the right business decision not to tender in June. But in
public service, that is not enough. Public service demands transparency and
accountability in decision-making, which in turn requires the right
approvals. Getting those approvals was Lana Viinamae’s responsibility.
In the end, Dell sold the City of Toronto top-quality computers at a very
competitive price. It delivered on time and provided service that was, by all
accounts, excellent. The Y2K team, led by Lana Viinamae, met daunting
deadlines within budget. By these yardsticks, all was well. But that’s a little
like saying that it’s all right to fall off a cliff because there was one instance
when the person who fell wasn’t badly injured. An acceptable outcome
despite systemic errors must be looked at in the light of what could have
happened, and what could happen in similar circumstances if those errors
are left uncorrected.
Hindsight can sometimes be a harsh view. To be fair, it’s important to
remind ourselves that the people involved were operating under the circumstances of the day. That is why public inquiries distinguish between
wrongdoing and systemic flaws. It is wrongdoing when people failed, for
whatever reason, to adhere to standards they knew or ought to have known
applied to them at the time. Where systemic flaws are found, on the other
hand, it is important to pinpoint them so that they can be corrected. But
identifying a wrongdoer doesn’t necessarily follow, because the standards
were different at the time.
In the story of Dell’s coming back from nowhere to win the City’s Y2K
desktop business, both wrongdoing and systemic flaws can be found.
Examining both can point the way to doing things better, but it is important to keep them distinct and not be unduly hard on those who
accomplished quite a lot in very challenging, changing times at the City.
A full RFP process resulted in Council approval of three VARs for the
City’s desktop computers. Yet in a matter of days, Dell was able to persuade
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the City’s receptive, malleable staff to radically alter the direction of a multimillion-dollar procurement process that had taken months to complete.
Dell pulled the rug out from under its competitors who thought they’d
won, and nobody bothered to tell City Council that a few strategic meetings and phone calls had rendered its approval obsolete. That is the desktop
acquisition story in a nutshell.
The wrongdoing by individuals involved has been identified in the
detailed recitation of the story. But taking the broader view, the principal
theme that emerges is the vulnerability of the City’s procurement process.
In three different ways, it was vulnerable to influence which, with hindsight, we can say was inappropriate.
The first point of vulnerability was the power and influence that could
be wielded by a lobbyist like Jeff Lyons. In large measure, this was a systemic
flaw. Mr. Lyons openly and unapologetically trumpeted the advantages of
his favour-based, influence-peddling lobbying style. He seemed to be
almost everyone’s ticketmaster and fundraiser and he was friendly with City
officials at the upper levels, up to and including the Mayor. At the time, the
City had no policies limiting lobbying activity. In short, it was a different
era, and Jeff Lyons set the standard. Now, however, we can see how this
approach to lobbying, secretly capitalizing on influence over the individual
government decision-maker, undermines openness in government and the
primacy of the public good.
Because these lobbying practices, though clearly unacceptable now, were
standard operating procedure at the time, it would be wrong to find fault
with Jeff Lyons for what he did for Dell in the narrow context of the desktop acquisition. (Other events in this inquiry will tell a different story.) He
cultivated relationships as he had always done, this time with Jim Andrew
and Lana Viinamae, and then he lobbied them. He made a phone call, had
a meeting or two, and wrote a reporting letter—nothing of any significance
on its own. Indeed, it is clear that, despite Bruce Mortensen’s hyperbolic email to the contrary, Jeff Lyons had little if any influence over the City’s
decision to buy from Dell.
Neither can Dell be faulted. The company simply hired Jeff Lyons, obviously with no way of knowing what a public inquiry might say about his
lobbying practices several years later. In 1998, Dell was relatively new on the
municipal public sector scene. Not understanding City procurement, it
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simply retained a lobbyist who practised in a way we now find unacceptable. But Dell fully intended to play by the rules. The retainer Mr. Lyons
signed explicitly stated that he was to “comply with all applicable laws and
government policies, including without limitation, the Criminal Code of
Canada, government policies regarding gifts to government employees and
procurement activities, and any applicable lobbyist registration legislation.”
A second vulnerability in the City’s desktop procurement was that it was
highly porous. Dell, to its advantage, had access to important decision-makers long after the bids were due. The City didn’t impose any blackout
period—nothing to send a clear message that during key decision-making
stages, all contact with vendors, directly or through lobbyists, must cease.
The RFP did identify Kathryn Bulko as the contact for questions on the
RFP, and specified that “proponents submitting a proposal in response to
this RFP may contact no other City personnel with questions regarding
this.” But that narrow language was not nearly up to the task of defining a
blackout period that would preserve the integrity and evenhandedness of
the City’s decision-making processes. For example, Bruce Mortensen
achieved his crucial influence on the December RFQ while still adhering to
the contact rules of the September RFP: he spoke to Kathryn Bulko. The
rule was especially inadequate in the atmosphere of open, liberal, and
unconstrained lobbyist access prevailing at the time.
The undesirable results of such a porous procurement process are obvious. Dell was the only vendor that got a second kick at the can. Dell was
the only vendor that had input into the RFQ; indeed, Dell virtually dictated the part that described the bulk of the business. And Dell had all of
that critical input out of the public eye. No other vendor was notified until
the RFQ, designed Dell’s way, went out. The final decision was never
debated in Council. No councillor ever had the opportunity to compare the
original RFP with the crucial RFQ and publicly question the big change in
direction. The City’s process was informally open to sales tactics, and it
shouldn’t have been. All of the advantages enjoyed by Dell came from that.
Third, the City’s desktop procurement process was vulnerable because
the staff involved either were in over their heads or didn’t do their homework. Dell had a good product, and a smooth, aggressive, well-trained, and
well-deployed sales staff able to sway City personnel. The City had an inadequate knowledge of the options available in the market when it went into
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the procurement process. It didn’t make a considered choice between VARs
and Dell’s direct sales model. As a result, a little information from Dell had
the City fundamentally changing direction in the middle of the course.
And what of the December 24 counterproposal by a VAR, with a price
that beat Dell’s? Why was it unfair to consider a late bid by an approved
VAR, but not unfair to let Dell, three weeks earlier, avoid the Councilapproved VARs altogether and bid on the hardware directly to the City? No
one at the City had a good answer to that question. The problem the City
found itself facing with the unsolicited Christmas Eve bid again flowed
from an ill-considered procurement plan that simply fell apart. Instead of
muddling along, the City should have gone back to Council with a new
design.
How, then, to fix the systemic errors revealed by the desktop acquisition
story? That is the subject of the Good Government volume of this report. It
contains extensive recommendations aimed at improving procurement and
governance, controlling lobbying, and creating a strong ethical culture
inside City government.
Finally, during the public hearings of this inquiry, details came out about
City officials accepting excessive entertainment. It is important to point out
that Dell was offering none of that. Dell didn’t spend lavishly in an attempt
to influence or cultivate relationships with councillors or City staff. In the
course of winning a multimillion-dollar contract, it paid for only a few business lunches and one golf game. Dell had a laudable employee code of
conduct which conveyed the clear and correct message that public sector
employees should never be wooed with baubles and feasts.
Dell’s restraint and its deference to the imperatives of public service in
this respect distinguished it markedly from other participants in this
inquiry.

V. MFP H IRES

A

H UNTER

A. T HE C ITY S WINGS INTO A CTION
ON Y2K
THE BUDGET FOR THE Y2K PROJECT had been approved in late November
1998. Almost immediately, work had begun in earnest. But still there was
nagging doubt. Could the City really meet the Y2K deadline? IBM, acting
as project managers for the City’s Y2K project, had reported in late January
1999 that the City was at risk of not being Y2K-ready on January 1, 2000.
City staff were under tremendous pressure. In particular, Lana Viinamae, as
Director of the Y2K Project office, was now under the gun to move quickly.
The City shifted into high gear. The Y2K Project office expanded
quickly. In that nerve centre and throughout the City, people were seconded
to work on Y2K readiness. Lana Viinamae said that by the end of the Y2K
project, 1,000 people had been employed through the Y2K program. The
new Dell desktops were arriving. Everyone was putting in long hours. All
the while, there was a sense that the City was in desperate straits. Only a
concerted and all-out effort could pull it through the crisis.
And then the hard work started paying off. By April 1999, the tide had
begun to turn. IBM reassessed the situation and reported that the City was
now on track for Y2K readiness. Staff could allow themselves a cautious
sigh of relief, but the City was not out of the danger zone yet. There was
still the matter of 15,000 desktop computers, 1,100 servers, three mainframes, more than 600 networked sites, more than 2,000 facilities, about
143
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6,000 vehicles, and about 2,000 critical suppliers. All had to be assessed,
repaired or replaced, and deemed Y2K-ready. There was still a great deal of
work to do.

B. H OW

TO

PAY

FOR

I T A LL ?

The Y2K project budget was about $149 million. To raise the money for it,
City Council had approved issuing 10-year debentures as part of the Y2K
Business Continuity Plan. When it came to the computer equipment
needed, that financing strategy hit a snag.
Section 140(1) of the Municipal Act 2 said that a municipality couldn’t
issue a debenture to pay for something that wouldn’t outlive the debenture.
The life span of IT equipment and software is usually no more than five
years, so the debentures issued to finance them would have to be redeemable
in five years. That was the problem. Council had approved 10-year debentures, but the City couldn’t issue 10-year debentures to raise the money for
equipment that would have to be replaced in five years, unless the acquisition was a relatively small item tacked on to a larger acquisition that would
outlive the 10-year debt. The computer acquisition was not a small item.
In recent memory, at least, the City had never issued debentures for less
than 10 years. The City had options other than financing through debentures, but when the shopping spree for computers began in the spring of
1999, there was still a big question mark over how it was going to pay for
them.
MFP wanted to persuade the City that leasing was the answer. In fact, it
had already deployed someone to target the decision-makers: a hungry
young man whose natural charm and unlimited expense account would
translate into powers of persuasion. Enter Dash Domi. How did an erstwhile hairdresser and sometime entrepreneur come to be in a position to
sway a major City decision? To answer that, we have to return to MFP.
2

Municipal Act, R.S.O. 1990, c. M.45, s. 140(1), as rep. by Municipal Act, 2001, S.O. 2001, c.
25, s. 408(3). The Act was replaced in 2001. The old section stated: “A money by-law shall
provide that the whole debt and any debentures to be issued for it shall be made payable
within a term not to exceed the lifetime of the undertaking up to a maximum of 40 years.”
The new section states: “The term of a debt of a municipality or any debenture issued for it
shall not extend beyond the lifetime of the undertaking for which the debt was incurred and
shall not exceed 40 years.”
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MFP had not been idle since it won the contract for the councillors’ computer leases back in 1997. For one thing, it had been gathering intelligence.
The whole IT industry knew that a big Y2K contract was imminent at the
City. MFP President Peter Wolfraim saw this as “the last big Y2K prospect”
because the City was the last major IT user that hadn’t yet made the transition to Y2K-compliant products. By late 1998 or early 1999, he was
expecting the magnitude to be about 15,000 computers. He was not far off.
In the end, the City replaced almost 14,000 computers, 2,000 of which
were funded by the province.
If the City decided to finance the computers through leasing, it would
be a strategically important account for MFP. It had recently lost public sector business to GE Capital and other competitors. Peter Wolfraim decided
to get personally involved in developing a strategy to win the City business.
He assembled his team. Irene Payne, Senior Vice-President of Sales and
Marketing, would be the key point person in formulating a plan.

D. ROB A SHBOURNE : T HE “FARMER ”
Rob Ashbourne had not been idle, either. His prediction that the councillors’ computer leases were just the beginning seemed to be coming true. The
City was poised to acquire millions of dollars of hardware and software. By
rights, MFP’s City of Toronto account belonged to him. He had planted the
seed. He had met with Jim Andrew and explained the advantages of leasing
to him. He had followed up with presentations. He had convinced MFP to
bid low on the councillors’ computer leasing to get its foot in the door in
hope of a long-term payoff.
After MFP won that business, Rob Ashbourne continued to patiently
cultivate the soil. He met and made presentations to other City staff,
including Len Brittain, Director of Treasury and Financial Services, his
Senior Financial Analyst, Nadir Rabadi, and Kathryn Bulko, Client Services
Specialist in IT. Mr. Ashbourne was steady and persistent. But there was
muttering in some quarters at MFP. He was not aggressive enough. He
would set up meetings with Wanda Liczyk and she would cancel them.
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Councillor Tom Jakobek had been identified as another key City contact,
but Rob Ashbourne had not even tried to arrange a meeting with him.
Peter Wolfraim had tasked Irene Payne to be the point person on the
strategy to get the City’s impending Y2K business. It was Irene Payne who
thought of salespeople as either “farmers” or “hunters” And to her, Rob
Ashbourne was a farmer. Now they needed a hunter. As it happened, a
hunter was soon to knock on Irene Payne’s door.

E. H IRING

THE

H UNTER

In the summer of 1998, Dave Robson, MFP’s star salesperson, happened to
be playing in a golf tournament with hockey star Tie Domi of the Toronto
Maple Leafs. Incidentally, Dave Robson had recently been the architect of
MFP’s deal with the City of Waterloo. That deal would culminate in a public inquiry as well.3
Somewhere on the green, Tie Domi mentioned to Dave Robson that his
brother, Dash, was looking for work. Mr. Robson offered to talk to him
about the leasing business. Tie Domi was a famous hockey player. In a
country that considers hockey its national pastime and in a city that loves
its Toronto Maple Leafs, the Domi name could open doors. For Dash
Domi, it opened the door to MFP. He met with Mr. Robson and landed an
interview with Irene Payne and Peter Wolfraim.
Dave Robson described Dash Domi to Irene Payne as a charismatic,
energetic entrepreneur. But Mr. Domi’s résumé was light in sales experience.
He had absolutely no experience in IT, lease financing, or IT asset management. He had no formal training in either sales or IT, and he had never
worked for a leasing or IT company. In fact, he had never worked in a corporation and had no idea how a public company operated. He was a rookie
or, in his own words, “green.”
3

In March 2002, the City of Waterloo called the City of Waterloo Judicial Inquiry, known as
the RIM Park Financing Inquiry. The inquiry examined the financing arrangements Waterloo
entered into with MFP Financial Services Ltd. for the funding of RIM Park, a recreation centre in Waterloo’s northeast end. That inquiry heard from 54 witnesses between September 9,
2002, and June 19, 2003. The Honourable Mr. Justice Ronald C. Sills of the Ontario Superior
Court of Justice served as Commissioner and released his final report on October 20, 2003.
Another matter concerning MFP, the City of Windsor, and Essex County, Ontario, did not
result in a public inquiry.
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After finishing high school, in 1985 Dash Domi attended hairdressing
school for a year. He worked in a salon for 11 years, his longest employment
in one place. He turned in his scissors in 1994 and worked for about a year
in a friend’s printing company. Meanwhile, he tried his hand at entrepreneurship. He bought a small frozen-yogurt shop in Toronto and started a
fitness club. His partner in the club was famed boxer Lennox Lewis, gold
medallist for Canada at the 1988 Olympics in Korea and destined to
become the undisputed World Heavyweight Champion in 1999. Mr. Domi
sold his interest in the fitness club in July 1998. So while his brother was
playing golf with Dave Robson that summer, Dash Domi was looking for a
new business opportunity.
The interview with Peter Wolfraim and Irene Payne was not structured
or formal. In what Mr. Wolfraim described as a “conversation,” he told
Dash Domi how he had established MFP. Mr. Domi said that he, too, was
an entrepreneur who had started businesses. Peter Wolfraim valued the
experience of people who operated their own businesses—they were “selfstarters” and they had initiative. But Mr. Wolfraim left the hiring decision
to Irene Payne.
MFP billed itself as a “relationship company,” and Mr. Domi did have
experience in building and sustaining relationships with his clients, both as
a professional hairdresser and in his work at the fitness club. “Hairdressing
clients sit in your chair for 45 to 60 minutes,” he explained at the inquiry,
and during that time, “you’ve got to sell them on making them feel better
obviously, with the look that you can achieve. . . . You’ve got to deliver.” And
he had a knack for getting to know people quickly:
As a hairdresser, you have to get to know strangers every day. If you don’t
have that skill, and you can’t acquire that skill by working daily with
strange people or new clients recommended to you, you’ll be out of that
business very quickly. So, I think it was a skill that I acquired over time in
building relationships. . . . .

Both Irene Payne and Peter Wolfraim acknowledged that hiring someone
like Dash Domi as a sales representative was a departure from their past practices. An ideal sales representative would have been an experienced technology
sales rep with a history of success and a healthy group of accounts. Choosing
Mr. Domi “wasn’t logical initially,” as Mr. Wolfraim said. Mr. Domi “didn’t
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know anything about leasing” and “didn’t know anything about technology.”
He had a “non-sales, non-financial, non-technology background.”
But what mattered to Ms. Payne was not what was on Mr. Domi’s
résumé. She was looking for other qualities—hunter qualities. She wanted
to strengthen her public sector team for the push to get the impending City
of Toronto business. She needed to recruit what she called “entrepreneurialtype people” who could cultivate relationships with decision-makers. She
wasn’t put off by Mr. Domi’s lack of formal sales experience or knowledge
of IT or the leasing business. In other words, if someone with people skills
could establish a relationship, open a door, and get in, there were always
technical people to back them up and help them close the deal:
He was . . . what we thought was a natural salesperson, and our strategy
was to surround him with good technical expertise and have him go and
open opportunities for us and we would have a team around him to make
sure that he followed through and did the right things for the client.

Irene Payne had found her hunter. He was charismatic, a dynamo, and
aggressive. And he had the very famous Domi name. There was no need to
check his references. By the end of October 1998, he had a contract with
MFP, and he started in early November.
Mr. Domi himself considered the contract terms generous and was very
pleased with his monthly draw against commission of $8,334. He estimated
that he would earn about $100,000 per year, a substantial increase from his
previous income. He hadn’t made anywhere near $100,000 a year in the
gym business. He also got a $550 monthly car allowance, almost $7,000 per
year. And there was an expense account:
You will be reimbursed monthly for any out-of-pocket expenses incurred
upon completion and approval of an expense account with proper
receipts attached. You will also be reimbursed for costs (line + toll charges
only) relating to the business use of car or portable cellular telephones.

There was nothing in the agreement or in the MFP Policy Manual to set
a limit on his expenses. MFP trusted its employees to spend appropriately.
The starting package was quite generous, yes, and an entry-level sales representative could be expected to be more than happy with it. Before long,
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however, Dash Domi would collect bonuses totalling more than 10 times his
projected annual income, all to do with a single transaction. He would be a
millionaire. It is almost unimaginable. How many neophyte sales representatives, who know nothing about what they’re selling, earn well over a
million dollars for landing their first deal? In the leasing business, certainly
not many. One of Mr. Domi’s much more experienced competitors would
later say that for the same transaction, he would have expected a commission
of far less than one tenth of Mr. Domi’s astonishing windfall.
Hiring Dash Domi marked a change in strategy for MFP. Traditionally,
this “relationship company” had been developing relationships in a conventional way. Sales representatives like Rob Ashbourne would meet
prospective customers, listen to them, and propose solutions—as Mr.
Ashbourne had been doing at the City. There was substance in the sales
pitch. Now, substance gave way to style and connections.
Dash Domi knew nothing about leasing, but he had mastered the art of
the soft sell. He had learned to size people up quickly and give them what
they wanted. They came to trust him and want to tell him things. And he
could use his famous brother’s celebrity as leverage. Dash Domi was
deployed to work on the City account, too.

F. S UPPLANTING

THE

FARMER

Rob Ashbourne continued his yeoman service to the City account. In the
several months’ overlap when he and Dash Domi both worked on the
account, they operated independently and developed their own network of
contacts with City staff.
Len Brittain recalled that he met with Rob Ashbourne on March 30,
1999, and got a presentation on the concept of leasing. Mr. Ashbourne
remembered preparing the presentation, but didn’t remember the meeting.
In any case, according to Mr. Brittain, it was not unusual for City staff to
meet with vendors to discuss new concepts, and computer leasing was quite
a new concept for the City. If the City was interested in the idea, it was
expected that it would then conduct its own analysis to assess whether the
vendor’s concepts had merit.
On April 13, Rob Ashbourne sent Senior Financial Analyst Nadir
Rabadi material on leasing versus purchasing IT equipment in preparation
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for meetings with City staff scheduled for the end of that month. He also
sent him the presentation he had prepared for Mr. Brittain two weeks earlier. According to his calendar, Mr. Ashbourne had two meetings arranged
at the City on April 27: one with Nadir Rabadi and the other with Lana
Viinamae from IT.
Rob Ashbourne had made no attempt to meet with Councillor Jakobek
regarding the prospective RFQ. He believed it was more important to win
over the IT and Finance staff, who would conduct the analysis and make
recommendations to Council, than to try to influence Councillor Jakobek.
He attempted to have dinner with Wanda Liczyk on a couple of occasions.
Ms. Liczyk cancelled, and Irene Payne criticized him for failing to establish
contact with her.
Meanwhile, Dash Domi had his own approach. When he started working on the City account, he didn’t understand the organization of the City
departments or the procurement process: “I didn’t have a clue on how
things operated.” He didn’t know the key decision-makers or the effect of
political decision making on procurement. He didn’t know the benefits of
leasing over debenture financing. He didn’t get any formal training in leasing or MFP’s strategic approach to it from his employer.
Irene Payne wanted Dash Domi to find out who the decision-makers
were and to make sure MFP got in front of them. She wanted the City to
consider MFP a “partner.” The goal was to get the City to trust MFP to
know its business, to trust MFP to give appropriate advice regarding the
City’s leasing needs, and to believe that MFP had the City’s best interests in
mind when it recommended leasing strategies. Peter Wolfraim wanted him
to “get to know as many people as he could at the City, understand how
business was done, where the opportunities were and what the opportunities were.”
Irene Payne was responsible for all of MFP’s accounts and normally left
the details of individual accounts to the sales force. But the City account
commanded special attention. Ms. Payne decided to assume direct responsibility. She asked Rob Wilkinson, Vice-President Sales Support and Special
Projects and self-described “numbers guy,” to work with Dash Domi on the
account, and in particular on the forthcoming computer leasing RFQ. Mr.
Wilkinson recalled that Irene Payne thought MFP was not making enough
progress on the City account and wanted to focus more closely on it herself.
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Her new hunter, Dash Domi, seemed to be making some headway on
the City account in his own fashion. Knowing Irene Payne had a longstanding business relationship with Jim Andrew, he made contact with him.
Mr. Andrew was in favour of leasing the IT acquisitions, but Mr. Domi
needed other names. As luck would have it, he had a friend in the Mayor’s
office. He could use his friend to help him identify the right targets.
Vince Nigro was a Special Assistant to Mayor Mel Lastman. Dash Domi
had known him socially since 1994/1995 through his sister, Trish Domi.
Mr. Nigro said Mr. Domi was “very green and had no idea of how the
process of government operated.” When his friend asked him for names of
influential staff and City councillors, Mr. Nigro told him that “Wanda
Liczyk was a key decision-maker at the City because she was the CFO and
had good knowledge of the overall government.” He might also have
pointed out that Ms. Liczyk had a good relationship with the Mayor. He
considered Councillors Tom Jakobek, Lorenzo Berardinetti, and Betty
Disero some of the key decision-makers. In particular, Mr. Nigro said
“Councillor Jakobek was the Budget Chief and was another person that he
should get to know.” By reputation, Mr. Jakobek was a tough person to
work with, Mr. Nigro said, but he had a cordial relationship with him. He
may have mentioned that he had assisted Mr. Jakobek with some of his
campaigns
By February 23, Dash Domi and Irene Payne were having a breakfast
meeting with Tom Jakobek. The purpose was to raise MFP’s profile with the
Councillor.
Vince Nigro claimed he was agitated on learning that Dash Domi,
whom he described as aggressive, persistent, and pushy, and “not your average kind of guy,” was dropping his name at the City. He said Mr. Domi
would frequently and unexpectedly show up at City Hall, and he felt his
friend was taking advantage of him.
Vince Nigro had no hard feelings about the name dropping, apparently.
Eighteen months after he started at MFP, Dash Domi would bring Vince
Nigro on board, too. Meanwhile, he entertained Mr. Nigro on his MFP
expense account. They went out for drinks and meals and attended sporting events. According to Mr. Nigro, before the end of May 1999, he had
meals with Mr. Domi several times a month, had drinks or coffee with him
several times a month, and attended hockey games with him about twice a
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month, including one in Philadelphia, right after he left his job in the
Mayor’s office. This Philadelphia trip would later feature prominently at the
inquiry. Mr. Nigro believed he was opening doors for Mr. Domi at the City
and helping the MFP salesman gain access to key decision-makers.
Dash Domi had been determined to learn about the City’s operations
and make contact with staff and politicians who could affect the outcome
of the prospective tender. The people he decided to contact turned out to
be Wanda Liczyk, Jim Andrew, and Councillor Tom Jakobek. And he had
wasted no time. By the end of March, he had taken Wanda Liczyk and Jim
Andrew to a charity dinner to which his brother had lent his famous name,
he had treated Jim Andrew to box seats at an Air Canada Centre hockey
game, and he had been able to get a meeting for himself and Irene Payne
with Councillor Tom Jakobek. Already, he had done what Rob Ashbourne,
tending the City of Toronto account for almost two years, had not. He had
met Wanda Liczyk and Tom Jakobek.
How did he do it? Mr. Domi had gathered information on Wanda
Liczyk from Vince Nigro, and he doggedly set about making contact with
her. After a City committee meeting in February 1999, Mr. Domi introduced himself to her. Ms. Liczyk would later say that this first meeting was
in March, but both agreed that the conversation was brief. Mr. Domi had
already called her a number of times before this encounter, but she hadn’t
returned his calls. After meeting her, he called her assistant several times to
arrange an appointment with Ms. Liczyk. He had to be persistent. Ms.
Liczyk was difficult to reach and was notorious for cancelling meetings. He
recollected that he might have invited Ms. Liczyk to a few hockey games at
the MFP box at the Air Canada Centre before the spring of 1999, without
success. At last, he persuaded her to attend the Tie Domi Celebrity Sports
Dinner on March 15 at the Royal York Hotel.
Dash Domi seemed to be making headway in getting close to the right
people, as assigned. Sometime in April 1999, Ms. Payne made the decision
to remove Rob Ashbourne from the City account entirely. She instructed
John Rollock (Mr. Domi’s boss at the time) to take back the provincial government accounts he had assigned to Mr. Domi. Mr. Domi would now
report directly to her and concentrate on the City account.
Peter Wolfraim concurred with that decision. He considered his company
to have started at a “pretty significant disadvantage” compared with its com-
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petitors. MFP had been unknown to City staff outside of IT and didn’t have
“brand recognition.” It had invested in Mr. Domi and his ability to network
and establish relationships, and he was beginning to deliver.
The City of Toronto account now belonged to Dash Domi. Rob
Wilkinson would back him up with technical information, but with no
leasing, sales, or IT experience, Dash Domi was now expected to reel in a
huge account.

G. R ELATIONSHIP B UILDING G OES
INTO H IGH G EAR
On April 17, 1999, Mr. Domi chartered a private plane to take Vince Nigro
and other Toronto notables to a hockey game in Montreal. On April 23, he
bought a selection of Tie Domi hockey sweaters, charged to his expense
account as gifts for City people. On the 24, he met Councillor Jakobek and
Jim Andrew at a hockey game at the Air Canada Centre. He invited them
to the Platinum Club, where he picked up the tab. By now, Mr. Domi had
Councillor Jakobek’s unlisted home telephone number. He had called him
there twice that day. Actually, Mr. Domi began to contact Councillor
Jakobek by telephone in March 1999. According to Mr. Domi’s cellphone
records, there were two calls in March, two in April, and 21 in May. Most
of the calls were to Mr. Jakobek’s unlisted home number or cellphone. Mr.
Jakobek also called Mr. Domi six times on his cellphone during this period.
Why would a sales representative have a City Councillor’s unlisted home
and cellphone numbers?
On April 30, it was a hockey game again. Mr. Domi’s expense receipt
claimed it was for Tom Jakobek, Jim Andrew, and Wanda Liczyk, but the
former two denied being there. Wanda Liczyk was there, though. During
that evening, the ex-hairdresser boldly discussed Ms. Liczyk’s coiffure with
her and offered to get her an appointment with a well-known stylist. By
now, he had her cellphone number and he had called her three times that
day. He followed up, and on May 6, Ms. Liczyk had her appointment.
Mr. Domi admitted that perhaps this was part of building a relationship
with the CFO. But building relationships was his “lifeblood,” he said. “It’s
just the way [I] am.” Arranging this hair appointment with his very good
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friend (according to him, the best hairdresser in Toronto) was “insignificant . . . it was a haircut. . . . I didn’t think it was a big deal. I still don’t.”
Not a big deal? Wanda Liczyk was the most senior financial official in
the City. Rob Ashbourne hadn’t been able to get one appointment with her,
but Dash Domi had managed to take her to a charity gala, entertain her in
a private box at two or three hockey games, and arrange a hard-to-get hair
appointment for her. Regardless of how he saw it, it certainly is a big deal
when a potential bidder entertains and arranges a personal grooming
appointment for a senior City official, especially when another big deal, a
large tender, is weeks away, as Ms. Liczyk knew. Between March 1999 and
May 1999, records show twelve telephone calls from Mr. Domi’s cellphone
to Ms. Liczyk. The last one before the release of the computer leasing RFQ
was on May 20. He did try to bring Rob Wilkinson and Ms. Liczyk
together before the May 31 release of the RFQ, but the meetings he set up
were cancelled.
On May 2, Mr. Domi chartered a private plane to take Councillor
Jakobek and others to a hockey playoff game in Philadelphia. That remarkable trip is discussed in detail later.
During the roughly three months from the time he was given responsibility for the City account to the release of the RFQ at the end of May,
Dash Domi submitted expense receipts to MFP totalling $19,984.60 for
entertainment attributed to the City of Toronto. How reliable were the
dates and figures and names that went with nearly $20,000 worth of wining and dining and hockey games? Apparently, not very.
We spent several arduous days at the inquiry wading through the muddy
waters of Mr. Domi’s entertainment expenses. He had, as it turned out, a
very elastic approach to recording them. The receipts were typically marked
“City T.O.” or “Tom Jakobek” or “Tom J.” or “Wanda L.” or “J. Andrew.”
That may seem straightforward on the surface, but his guests often denied
being with him on the corresponding dates. They clearly had good reason
to want to minimize the amount of largesse lavished on them by Mr.
Domi—they had a lot to lose—but that was not the only thing muddying
the waters.
Mr. Domi suggested that his receipts couldn’t be considered in a conventional way, such as assuming that the person shown on the receipt was
present in physical form. It seems he had a more creative approach. If he
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was thinking of someone while entertaining someone else, he would attribute the receipt to the person he was thinking about. Sandy Pessione, MFP’s
Business Development Manager, helped him with his expense reports. It
wasn’t part of his job description—his job was to support sales staff and
respond to RFPs. Typically, Mr. Domi would give Mr. Pessione a pile of
receipts accumulated over two or three months. At first, they were ascribed
to certain people, but after a while, the receipts revealed nothing about the
purpose or who had been entertained. Mr. Domi didn’t seem to know
which names went with which chits, so Mr. Pessione would guess or make
it up—hardly commendable behaviour. As a result, at the inquiry, Mr.
Domi’s recollection of whom he entertained and when and where was
shaky, at best. However, he didn’t dispute that he was aggressively trying to
build relationships with key decision-makers at the City in the lead-up to
the RFQ, and he was succeeding.
Dash Domi’s approach meshed perfectly with MFP’s apparently new
style-over-substance attitude to building relationships: cultivating the right
people, entertaining them lavishly on an unlimited expense account, and
splashing the MFP name around by sponsoring City events. MFP wanted
the City’s business. Dash Domi wanted to make a lot of money, and MFP’s
generous bonus policy would give it to him if he delivered. It was a win-win
situation.

H. T HE W ILLING B ENEFICIARIES
Dash Domi was an aggressive salesman. He knew little about appropriate
boundaries in dealing with the public sector. Those boundaries are the critical protective wall against inappropriate influence that erodes public trust
in the public service. The personal ethics of senior public servants must be
above reproach and they must be alert to attempts to try to cross the line.
Yet key people inside the City, far from protecting their ethical boundaries,
enthusiastically let him in. They seemed to revel in the inappropriate attention he paid them and did nothing to let him know he was trespassing.

1. WANDA L ICZYK
Wanda Liczyk was the CFO and Treasurer of the largest municipality in
Canada. She ought to have known that the duties of her high public office
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were to be discharged with scrupulous integrity, for the public good. But she
had a history of crossing the line. The story of Michael Saunders and the
TMACS tax billing software illustrated her willingness to ignore the conflicts
of interest arising from intimacy. For years before MFP arrived on the scene,
Ms. Liczyk had intermingled personal and public interests in her dealings
with Michael Saunders, often in secret. It is perhaps not surprising that she
was willing to do so again with a disarming flatterer like Dash Domi.
For Dash Domi, Wanda Liczyk was an important target. She had the
procurement portfolio and a great deal of influence inside the City. When
she rebuffed his first overtures, he showed up at a public meeting at City
Hall and introduced himself. Still no luck. Then he played the Domi card.
He invited her, along with Jim Andrew, to the Tie Domi charity dinner, and
a chance to rub elbows with the sports elite and other notables. She and Mr.
Andrew both accepted.
After that evening, Wanda Liczyk and Dash Domi grew to like each other
and there were more evenings out—though probably not as many as might be
supposed from Mr. Domi’s expense receipts. Ms. Liczyk described her association with Dash Domi as “a friendly relationship to start with and it became
friendlier” over time. While there was no evidence that the relationship was
sexual, there is no doubt she failed to maintain the professional boundaries and
distance that one would expect of the CFO of the largest city in the country.
Dash Domi showered Ms. Liczyk with the favours he was in a position
to bestow. Tickets to the Tie Domi/MFP corporate box at the Air Canada
Centre would flow her way. Sometimes it was a single ticket; other times it
was a pair or two pairs so that she could invite family or friends. He seemed
to have no difficulty obtaining hard-to-get playoff tickets. Dinner at a stylish restaurant or in the private box was usually part of their hockey nights.
The level of familiarity Dash Domi had reached with Wanda Liczyk
showed in an e-mail to her from one of her sisters: “Is it possible that you
can ask Dasherooni for another set of hockey tickets for the 28th of March
(Wednesday night). These are for me! Let me know.”
Within months of being given the City of Toronto account, Dash Domi
had easily jumped over the public sector ethics defence line and into Wanda
Liczyk’s private life. On the surface, it may have seemed that he simply
enjoyed spending time with her socially. Scratch that surface, and a calculated sales tactic is revealed. Mr. Domi was buying his way into the City.
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Ms. Liczyk invited Joan Anderton, Commissioner of Corporate Services,
to one of Dash Domi’s Maple Leafs game corporate box evenings. Ms.
Anderton accepted, not knowing who was behind the event. On the way
into the arena, she asked Ms. Liczyk where the seats were. Ms. Liczyk
replied cryptically that they were “going to sit in a box with some friends.”
The “friends” turned out to be MFP. Ms. Anderton said, “Once I realized
who was hosting the event, I was uncomfortable but as the ‘new kid on the
block’ felt I should remain silent.”
After the game, Ms. Anderton was silent no longer. She explained to Ms.
Liczyk that in Winnipeg, where she had come from, such conduct was prohibited. According to Joan Anderton, Ms. Liczyk’s answer was a version of
“That’s how business is done in Toronto and it’s okay as long as there isn’t
an active RFP.”
Clearly, it was not okay. But Wanda Liczyk, her blinders still firmly in
place after years of mixing public service and private intimacy with
Michael Saunders, apparently could not see that. Nevertheless, although
she didn’t recognize where the boundary lay, she seemed to know there was
one. For example, since Dash Domi’s corporate largesse didn’t stop at
Toronto’s city limits, he arranged for a private jet to a hockey game in
Ottawa. Wanda Liczyk went on that trip and enjoyed herself, but afterward
she paid a part of the cost back. She had decided that letting MFP pay
would cross the line.
She also stopped short of accepting MFP’s invitation for a trip to
Hawaii, explaining that “this would be over the line of comfort for me.”
Opulence heightens the risk of exposure, and the Hawaii invitation was certainly opulent. Less lavish line crossing continued, however. There was the
hair appointment already mentioned, and golf games—lots of them. Ms.
Liczyk averaged 13 rounds of golf on weekdays per summer over three summers. Vendors with active City contracts paid for eight of these golf games,
along with the usual assortment of golf-day extras like food, drinks, and
golf-related gifts. She also played on a private golf course in September with
Mr. Domi, Jim Andrew and Tom Jakobek. The game was followed by
drinks at Mr. Jakobek’s home.
When Mayor Lastman was shown a printout chronicling the golf games
of his senior staff, he was stunned: “The first thing that came to my mind
is ‘When are they working?’”
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The relationship between Dash Domi and Wanda Liczyk went beyond
corporate events. She invited him to her 40th-birthday party at her home.
How close were they, really? A look at the telephone records might provide a clue. Between March 1999 and October 2002, Mr. Domi called Ms.
Liczyk’s office 247 times. She called him 49 times. Clearly, he was the one
who was doggedly pursuing this relationship. No other sales representative
called Wanda Liczyk at home, but Dash Domi did so 60 times. He called
her on a weekend 38 times. No other salesperson did that, either. He called
her after midnight, even at 12:41 a.m. Ms. Liczyk adamantly maintained
that she “was not in any way involved on a personal level” with Mr. Domi.
Yet, when asked about a time when they spoke for over 67 minutes in the
wee hours of the morning, starting at 1:11 a.m., she explained that she was
still grieving over her mother’s death two months earlier and Mr. Domi
had lent a sympathetic ear. Most of us would expect close friends to help
us through bereavement. How many of us would look for sympathy from
a casual business acquaintance, and in the middle of the night? It seems
much more likely that she thought they were close friends. Ms. Liczyk
seems to have let her guard down when it came to Dash Domi. Mr. Domi
was a sales representative pursuing the goal of building a relationship with
an influential public servant. Letting her guard down, once again, compromised her judgment.
A startling example of Ms. Liczyk’s compromised judgment in her dealings with MFP is her decision to appear in a testimonial in MFP’s annual
report in the summer of 2000. She allowed herself to be photographed,
interviewed, and prominently featured in MFP’s promotional material.
What hope of evenhanded treatment could MFP’s competitors entertain
after she had praised MFP in print? How would the public be able to trust
the spending decisions of a senior public servant who played the role of corporate booster for a supplier? Yet Ms. Liczyk saw nothing wrong with it at
the time. She thought about it and went ahead and did it. The rustiest ethical compass should have pointed her firmly away.
Further telephone records provide an epilogue to this story. After Ms.
Liczyk left the City’s employ to work elsewhere, she transferred Dash
Domi’s phone number to her own cellphone. He called her about 60 times.
Some of those calls were to her home, and some were made in the evenings
and on weekends.
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The calls to and from Dash Domi after Ms. Liczyk left the City correlated with some events in this inquiry. City Council voted in favour of the
inquiry during its meeting of February 13 to 15, 2002. He called her twice
on February 14, once at work and once at home. When the City first
released key documents pertaining to MFP, she called him that evening. He
called her the day after inquiry lawyers first interviewed him. He called her
five times on the days when she was interviewed.
How did he know when she would be interviewed? Interview dates were
not made public, so she likely told him when her interview was scheduled.
They continued to call each other repeatedly as the hearings approached.
Was it a coincidence that these dates related to the inquiry? Unlikely. It may
be that they were looking out for each other’s interests.
As she had done before with Michael Saunders, Wanda Liczyk had
walked into a conflict of interest with her eyes wide open. As she had done
before with Michael Saunders, she adamantly denied that her relationship
with Dash Domi compromised her judgment. In the inquiry witness box,
she said she always put the public interest first. She said she never let her
guard down with salespeople but seemed to have forgotten that Dash Domi
was a salesperson. She said she would understand the need to keep a professional distance from suppliers, including Dash Domi, but she didn’t. She
claimed that she always asked herself three questions before accepting a
favour of any kind: Was the City involved in an active procurement period?
Would accepting the favour create a sense of obligation to the supplier?
Would accepting the favour have an impact on her decision making?
She never seems to have asked herself those three questions with respect
to Michael Saunders, who was still on the scene at that point. In her longstanding social relationship with Dash Domi, Wanda Liczyk repeatedly
failed her own three-part test. Interestingly, her questions always seemed to
produce the same answer: no. There were times her questions should have
produced a yes. She put too much trust in Dash Domi and MFP, and it
clouded her judgment. As she had done before with Michael Saunders, she
had failed to see that close friendships compromise decision making. She
also failed to appreciate that Dash Domi, like Michael Saunders before him,
would be putting his and his company’s interests first. She, on the other
hand, as the person responsible for the City’s financial due diligence, had a
responsibility to put the City’s interests first.
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2. J IM A NDREW
Attentiveness and friendship had worked on Wanda Liczyk, but MFP had
a different tactic for Jim Andrew: the trough. It overflowed with hockey
tickets, basketball tickets, golf games, lunches, and dinners—and it worked.
Peter Wolfraim said that Jim Andrew liked to be entertained.
As the MFP spending spree was laid out in the inquiry hearing room,
Jim Andrew was driven to admit that he had accepted excessive personal
benefits. He recognized the obvious: he had violated the Code of Conduct
of the old municipality of Metropolitan Toronto, which applied to him
post-amalgamation because he was a former Metro employee. That Code of
Conduct correctly pointed out that the ethical precepts were “particularly
relevant to department heads and senior management who are in a position
to make or influence decisions of the corporation.”
Jim Andrew was the perfect target for MFP. He was more than content
to let the company woo him with entertainment and favours, but sometimes he didn’t wait until personal favours were offered. He asked. Many
other bidders had contact with Jim Andrew and entertained him, but there
were no other bidders with whom Jim Andrew had as much contact, and
there were no other bidders who entertained him as frequently.
Jim Andrew’s contact with MFP began in the 1980s when, as an Ontario
government employee, he met Irene Payne, then an MFP sales representative. They saw more of each other when Rob Ashbourne began entertaining
Mr. Andrew in 1998. That year, the MFP perks for Mr. Andrew included
hockey games and dinners, a night out surrounding the Blue Jays’ opening
home game, and MFP’s “Legends of Hollywood” dinner, with drinks and a
boat cruise around the Toronto Islands. Dash Domi upped the entertainment ante considerably when he arrived on the scene in 1999, and Jim
Andrew remained complicit.
Mr. Andrew tried to justify business entertainment as an important opportunity to learn about suppliers’ products. This self-serving rationale might
have had a speck of credibility when Rob Ashbourne was representing MFP.
Jim Andrew knew Rob Ashbourne as an experienced IT leasing sales representative. The two of them just might have been able to share productive IT
insights between bites of steak or during intermissions at the game. Dash
Domi didn’t know anything about IT leasing and he didn’t pretend to know
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anything: “I probably didn’t have the know-how to discuss business.” For
that, he would rely on one of the other MFP people, such as Rob Wilkinson.
Jim Andrew was an IT veteran, so Dash Domi couldn’t have imparted any
substantive wisdom about the IT market to him. Even if he could have, Mr.
Domi said he never talked business at the games, and he had a rule that people were welcome in the private box only if they liked the game. Thus, Mr.
Andrew’s flimsy excuse to justify his prodigious appetite for corporate freebies
evaporated entirely when Dash Domi took over the City account.
From early 1999, when Dash Domi started on the City of Toronto
account, a steady stream of invitations flowed to Mr. Andrew. By early
March, he regarded Mr. Domi as an important source of hockey tickets. He
went to the Tie Domi charity dinner with Ms. Liczyk that month, and a regular cycle of lunches, hockey tickets, and other favours continued thereafter.
Significantly, Jim Andrew continued to communicate with Mr. Domi
after the computer leasing RFQ was released and before the City had
decided the outcome. To be fair to MFP, he was in touch with other suppliers during that time also. For example, he also accepted an invitation to a
Dell/DFS golf day during the period. But it was Dash Domi who called
him on the date the bid was due to let him know that MFP was on its way
to submit a bid.
The summer brought lots of golf games, including the September game
with Dash Domi, Wanda Liczyk, and Tom Jakobek. There was another
MFP golf date on September 23, 1999, one of three golf days for Jim
Andrew that same workweek. There were other miscellaneous favours. Dash
Domi picked up a tab when Jim Andrew and a third party had drinks after
work, even though he had not even had a drink with them. He also gave
Mr. Andrew an autographed Tie Domi hockey jersey.
Dash Domi’s favours to Jim Andrew reached a new level when Mr.
Domi learned from other City staff that Mr. Andrew was thinking of applying for the job of Commissioner of Corporate Services. Mr. Domi offered
to arrange a meeting with his friend Paul Godfrey, the extremely well connected former Chairman of Metro Toronto and key adviser and close friend
to the Mayor. Mr. Domi had met him at a party hosted by his brother, Tie.
As it turned out, Mr. Andrew had briefly met Mr. Godfrey once before.
Wanda Liczyk had introduced the two at a Tie Domi dinner. In any case,
Mr. Andrew accepted the offer, and the meeting took place at the King
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Edward Hotel in November 1999. Why would he, with his level of seniority and all his public service experience, let a rookie supplier like Dash
Domi convince him that he should be talking to Paul Godfrey, who was not
a City employee, about anything to do with the City, let alone a commissioner’s job? He said it was because he wanted to find out who was applying
for the position. No matter. In retrospect, he thought he should not have
accepted. But at the time, Mr. Domi had made a signficant deposit in the
favour bank by trying to help a City decision-maker advance his career
interests. Whether the meeting actually helped Jim Andrew’s career or not,
he was indebted. Dash Domi picked up the tab.
The festive season of 1999 brought gifts, including Mr. Domi’s gift to
Mr. Andrew of an $800 gold Cartier pen. Even Mr. Andrew knew this was
too much and he returned it. (Mr. Domi seems to have kept the pen, even
though MFP paid for it.) But Mr. Andrew’s spasm of good judgment didn’t
last long. In January, he was once again swanning about in the MFP corporate box, eating, drinking, and watching the Leafs, courtesy of Dash Domi.
Dash Domi’s strategic hospitality and favours had the desired effect. Jim
Andrew was sold on the merits of MFP. At the nadir of his bad judgment,
he joined Wanda Liczyk in the MFP testimonial published in MFP’s annual
report in the summer of 2000.
Proof that Dash Domi had targeted a particularly compliant beneficiary
of his largesse lies in how often Jim Andrew was a target for other suppliers.
When it came to corporate handouts, the phrase “No thank you, I shouldn’t” seemed not to be in his vocabulary.
Another supplier flew Jim Andrew to the Masters golf tournament in
Georgia and paid for his ticket to the tournament, accommodation, and
food. He missed a day and a half of work, which he didn’t deduct from his
vacation, and he didn’t ask his superior for permission because he thought
it would be refused.
Yet another supplier flew Mr. Andrew to England and put him up for
two nights in exchange for a brief meeting at their London offices. Mr.
Andrew had a vacation planned in Scotland immediately after the meeting,
which meant that the supplier conveniently covered the cost of his travel
across the Atlantic. He didn’t get approval or tell his boss about it. Still
another supplier flew Mr. Andrew to New York in December 2000,
although he did get approval for that one.
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These were just the big spenders. Between 1998 and 2001, Jim Andrew
averaged at least one outing a month courtesy of a supplier—not counting
MFP. The events varied: hockey games, golf days, a ski day, and Christmas
parties. Sprinkled liberally in between were lunches, dinners, and cocktails.
The message he sent by accepting all this corporate entertainment is
clear and troubling: Jim Andrew, a public servant, was for sale.

I. T HE ATTITUDE AT THE TOP
T RICKLES D OWN
Jim Andrew’s lax ethical standards for corporate entertainment set a tone
that trickled down in his division. Lana Viinamae, who reported to Jim
Andrew, accepted invitations to corporate-sponsored entertainment events.
The invitations came through Jim Andrew, or Ms. Viinamae accepted them
with his approval.
Ms. Viinamae observed that “there was a lot [of entertaining] going on”
throughout IT. Vendors regularly took City staff to lunch, encouraged by
senior managers. Lunches were supplemented with hockey, basketball, or
concert tickets. The newly amalgamated City had big IT needs, and suppliers were competing to shower IT staff with treats.
MFP was certainly one of the vendors actively working down through
the City’s organizational chart. Like Ms. Liczyk and Mr. Andrew, Ms.
Viinamae was hosted by Dash Domi, either by direct invitation or through
Jim Andrew. Of the three, though, she was entertained least, and the level
of her entertainment didn’t rise to an inappropriate level, as it did with her
boss, Jim Andrew, and with Wanda Liczyk. The opportunity to show her
gratitude came when Ms. Viinamae joined Mr. Andrew and Ms. Liczyk in
touting for MFP in its annual report.
Still further down in the chain of command, Kathryn Bulko followed
the lead set by her superiors. She accepted invitations to corporate boxes
and vendor lunches. She played golf on corporate tabs and enjoyed corporate hospitality suites. Echoing Jim Andrew’s excuse, she said she saw this as
part of her job: “building relationships and networking.” Astonishingly,
despite having been with the City for 10 years, including as a manager,
Kathryn Bulko admitted she didn’t know there was any code of conduct
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that governed her behaviour. She had absolutely no idea about it. When I
asked her what she thought a code of conduct might encompass, she talked
about dressing appropriately and coming in to work on time.
The ethical imperatives of public service should have precluded accepting favours from suppliers, but compromised independence had become
part of the culture in the division. Led from the top by Jim Andrew, and
indirectly influenced by Wanda Liczyk, IT had fallen into ethical decay.
It was about to change. In 2001, the City took steps to implement a conflict of interest policy that had been passed by City Council in August 2000.
Predictably, the new Executive Director of IT, James Ridge, encountered a
backlash.
Kathryn Bulko described the change as “quite a culture shock.” Hollow
arguments to maintain the status quo were eagerly, even angrily offered up.
Vendor-sponsored events, it was said, were important networking opportunities where information could be shared with IT peers. But vendors who
want the City’s business would surely provide information about their products in a meeting room during business hours if asked to do so. In reality,
IT staff had become addicted to a rich diet of corporate largesse. The ethical propriety appropriate for public servants looked like thin gruel by
comparison.

J. B UYING I NFLUENCE I S N O B ARGAIN
Key decision-makers at the City were almost pathetically vulnerable to sales
tactics in the guise of entertainment and favours. A strong ethical culture in
the public service should have been the first line of defence against those
tactics. The existing culture offered no resistance.
Companies are in business to make a profit. Nevertheless, an ethical
approach is good for business. Many companies recognize this and set ethical standards for employees and their activities in company policy.
MFP company policy contained general statements about the importance of ethical behaviour. It also set some vague limits on gift giving:
“Highly expensive favours designed to inappropriately influence individuals
are not permitted.” But MFP appears to have done little to cultivate an ethical atmosphere. Regardless of the policy, MFP did nothing to rein in Dash
Domi when it came to spending money on courting public servants, thus
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demonstrating no functional appreciation of how different it is to do business with the public sector.
In the private sector, the extent to which employees can be wined and
dined in the course of their duties is a matter of corporate policy. But public servants spending taxpayers’ money are discharging a public trust. The
public is obliged to trust them. Obtaining the best value for the taxpayer is
the only legitimate consideration in public sector spending decisions and
the public servant’s personal interests must play no role whatsoever. About
one third of MFP’s lease portfolio consisted of the Canadian public sector.
Did management at MFP understand the different sales ethics that apply to
the public sector?
Irene Payne said MFP was “sensitive” to bestowing on public officials
various entertainment and/or gifts because of perception. From that, it
might seem as though she recognized the principle that personal interests
should be irrelevant to public servants when they are spending the taxpayers’ money, and therefore, entertainment and gifts should be likewise
irrelevant. However, Ms. Payne made a distinction between entertainment
and gifts. She suggested that entertainment was fine, and her idea of entertainment was broad. For example, she invited Wanda Liczyk on that trip to
Hawaii, part of an incentive trip for MFP sales personnel. Unconvincingly,
she said she would have expected Ms. Liczyk to pay her own way. Clearly,
she entirely failed to recognize the essential characteristic common to gifts
and entertainment: both can be methods of exerting inappropriate influence over a public servant who is obliged to make procurement decisions
based purely on the best value for the taxpayer.
MFP President Peter Wolfraim seemed to think that public sector clients
were to be treated just like private sector clients when it came to gifts and
entertainment. This was a crucial blind spot at the very top of MFP’s corporate hierarchy.
As an example of a sharp contrast with MFP’s hazy prohibition on
“highly expensive favours,” Dell’s code of conduct sets out the standards for
dealing with government officials in no uncertain terms:
Complex and various rules govern the giving of gifts to governmental
employees, whether at the federal, provincial or local levels. What may be
permissible in dealings with commercial customers may be illegal in deal-
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ings with the government. In some circumstances, the giving of a business
courtesy to a government official may even constitute a crime, subjecting
both the company and the individual to severe penalties. For these reasons, the giving of any business courtesy to any government employee is
prohibited under all circumstances. Exceptions to this policy may be
made only by the Business Ethics Committee, in consultation with the
Legal Team.

The views and actions of Ms. Payne and Mr. Wolfraim reveal that MFP
virtually ignored the special duty imposed on public servants or the special
constraints that should apply to marketing to them. Dash Domi was never
told that public sector clients must be treated any differently from private
sector clients when it came to entertainment and gifts. On the contrary, as
we have seen, he was specifically instructed to develop relationships with
key City staff and was given an unlimited expense account with which to
do it.
And MFP was lax in its rules about expense accounts. Ms. Payne admitted that the appropriateness of expenses was not a function of the approval
process. In her words, MFP was “trusting the judgment of the individual,”
and presumed that the receipts submitted were for legitimate purposes.
Mike Flanagan, who assumed responsibility for reviewing expenses after
Ms. Payne left MFP in December 1999, admitted that the review was “cursory.” Dash Domi knew of no instance when an expense report was
questioned. His certainly never were.
This lack of fiscal control is difficult to understand in a company as large
as MFP. In a startling understatement, Irene Payne acknowledged that MFP
was “kind of lax in that area.” In this environment, Dash Domi was left to
his own creative devices. From the very beginning at MFP, he lied and
cheated on his expense accounts. He made anyone looking over his shoulder think he was making fantastically quick inroads into the City.
He ascribed expenses to whomever he was thinking about at the time.
He wrote “City of Toronto” on receipts, randomly plugging in names of
City officials, if he had discussed the City with whomever he was entertaining. In his view, as long as he had a business-related thought in his mind at
the time, it was fine to write it off. He even submitted a receipt for the
$1,163.14 bill he ran up celebrating his own birthday at Harbour Sixty
Steakhouse.
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We have already seen how Sandy Pessione helped Dash Domi with his
expense reports by simply guessing or making up names when there were
no receipts. He did the same for Vince Nigro. Mr. Nigro was no less creative in fiddling his MFP expenses. By his own admission, he developed a
pattern of submitting phony expenses claims charged to two accounts: the
City of Toronto and the Toronto East General Hospital. Incredibly, he
would often submit expenses for the City of Toronto account using the
logic that the meal took place inside City limits—even if he had been dining with his family.
He knew what he was doing was wrong. Like Dash Domi, he too
acknowledged that the names on his expenses bore little relationship to the
people he was actually entertaining. “I feel bad about this,” he would tell
the inquiry. His remorse was not credible. After all, this was the same Vince
Nigro who said he was offended to learn that Dash Domi put his name on
entertainment receipts when he hadn’t been there. Dash Domi claimed
expenses for entertaining Vince Nigro 38 times between 1999 and 2000,
but Mr. Nigro said he was only present for about six of those occasions. So
he said Mr. Domi “expensed him” when he shouldn’t have, but in very short
order after arriving at MFP, he was doing exactly the same thing. But he also
turned to Mr. Domi for guidance on the expense policy:
I had discussions with Dash Domi regarding the expense accounts. My
impression that the status of expense accounts in the company was
“spend, spend, spend”. This was in part based on my discussions with
Mr. Domi. I would give my expense account to Mr. Flanagan and he
would sign it. At some point, I was told that I wasn’t expensing enough.
Mike Flanagan made an off-the-cuff remark that I was cheap.

He also testified, “There was pressure to expense . . . It was liberal and
seen as a bit of a perk. I took advantage of it.”
Mr. Nigro did indeed take advantage. Just three weeks after joining
MFP, he expensed a lunch costing more than $400 to “Tom Jakobek,
TEGH [Toronto East General Hospital].” This was a family get-together
with some relatives and his four children. He invited Mr. Jakobek and his
children, but they didn’t show up. Mr. Nigro expensed the lunch anyway.
Three days before that family lunch, he entertained prospective clients at a
strip club, running up a $1,500 bill. He called Dash Domi from the strip
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club and asked him to join them. Mr. Domi said it was so loud in the club
that conversation was impossible. Obviously, they weren’t discussing business. In the end, Mr. Domi had to pick up most of the tab because of a
problem with Mr. Nigro’s credit card.
MFP’s laissez-faire policy had no spending limits. No one had to stick to
a budget for expenses. Sales representatives were simply expected to use
their judgment about how much to spend and what to spend it on, depending on the account. It was Dash Domi’s judgment that an $800 gold Cartier
pen was an appropriate gift for Jim Andrew. As noted above, the gift made
Mr. Andrew uncomfortable enough to prompt him to return it. Dash Domi
also charged to MFP, under the City of Toronto account, a pair of $700
gold cufflinks. These were actually a gift for his friend Rob Godfrey, who
had nothing to do with the City. But, as Mr. Domi explained, he was thinking about business when he bought them. At last, in the inquiry witness
box, MFP President Peter Wolfraim acknowledged that these gifts were
excessive and ought not to have been permitted. Mike Flanagan of MFP
agreed:
It would not have been appropriate for Mr. Domi to purchase the pen
and give it to Mr. Andrew, even if he paid for it personally and did not
put this item on his expense report.
I think that it shows poor judgment to offer a gift of that order to a
customer. It is just too expensive and too meaningful an item to offer to
somebody in a situation where it is important to maintain a sense of propriety. If it was a $35 pen, I think the order of magnitude is such that it
is not cause for concern. $500 to $700 is too much to spend on a personal gift for a customer, unless there is some other aspect to the
relationship where gifts are exchanged of comparable value. Giving such
an expensive gift makes it look like the person giving the gift is trying to
influence the recipient. I cannot imagine a situation where a customer
routinely accepts items of that value from vendors. Even if Mr. Domi did
not receive any training on the appropriateness of expenditures that he
made on his expense account, and even if he had never seen the Policy
Manual at MFP, I would still expect him to understand that the gift was
likely to be inappropriate. If Mr. Domi offered that gift very early on in
his time at MFP to a customer, and the customer returned it with a comment that it was not appropriate to have offered such a gift, and if Mr.
Domi didn’t do it again, I think that would be an understandable
situation.
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Nevertheless, though Mike Flanagan agreed that neither the pen nor the
cufflinks were appropriate business expenses, Mr. Domi was reimbursed for
them without question. Clearly, MFP was lacking a system of checks and
balances.
Dash Domi’s entertainment was no less lavish than his gifts. On three
occasions, he chartered planes to fly City people to hockey games outside of
Toronto. MFP footed the bill for two of the three charters, paying about
$5,600 for one and about $6,400 for the other. Irene Payne approved both
expenditures. Mr. Wolfraim conceded that these pushed the envelope.
The MFP cash also flowed when it came to charity events. For the
Mayor Mel Lastman charity golf tournaments in 1999, 2000, and 2001,
MFP donated $10,000, $10,000, and $12,000 respectively. These donations gave MFP a spot at the Mayor’s table and the opportunity to put the
company name on the golf carts. MFP gave $15,000 in each of 1999 and
2000 for the Mayor’s Ball for the Arts and $6,500 in 2000 for the “Moose
in the City” initiative. The business purpose of these large donations was
clear. MFP was trying to buy access and profile inside the City. MFP had a
policy of not supporting any political organization; yet it contributed
$2,500 to Mel Lastman’s 2000 mayoralty election campaign.
Perhaps the most disquieting aspect of MFP’s corporate culture when it
came to public sector sales was the strong expectation that sales personnel
had to spend money on tempting customers with corporate boxes, dinners,
and other treats. Put bluntly, if they were not spending on potential customers, they were not doing their jobs. Irene Payne testified that she would
have been concerned if she had seen that a salesperson had spent little on
promotional expenses in a given year. Dash Domi got the message. With
uncharacteristic clarity in his testimony at the inquiry, he frankly said, “I
spent a lot of money building relationships. I viewed entertainment
expenses as my tool.”
The corporate ethos at MFP appeared to encourage salespeople to get
results by doing exactly what sellers to the public sector should not be
doing: bestowing favours on public servants to induce them to buy from
them or keep on buying from them. MFP prided itself on being a “relationship” company. But there is no box on any government tender form that
refers to the quality of the relationship between the prospective seller and
the government.
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That these public servants were spending the taxpayers’ money, not their
own, certainly didn’t discourage MFP from its relationship-driven sales
strategy. But the public servants should have seen it for what it was. They
should have rejected the offers and overtures and made it clear that they
were not going to be influenced that way. Sadly, they didn’t.
No company seeking public sector business should use the tactics MFP
employed. They don’t need to. It is clearly possible to do very profitable
business with the public sector while following appropriate rules.
Governments will continue to buy goods and services in vast quantities.
Companies that focus exclusively on delivering the best value for the taxpayer will be good corporate citizens. They will also enrich their own
bottom line.
Dell and MFP both won major contracts at the City; Dell principally for
computer hardware and MFP for leasing services for that hardware and
some software. MFP went after a contract through lavish entertainment and
other favours. Dell achieved its multimillion-dollar sales goals while buying
nothing more glamorous than the occasional modest lunch. All of the Dell
people combined spent just over $600 entertaining City staff before winning the City’s business, and roughly $3,300 thereafter, including a golf day.
Dash Domi alone spent an estimated $60,000–$70,000 on behalf of MFP.
Part of that total was for charter flights to see hockey games. One of
those trips was to become quite well known.

VI. H OCKEY N IGHT
P HILADELPHIA

IN

IN THE EARLY EVENING OF MAY 2, 1999, six passengers gathered in a private
hangar at Toronto’s Pearson International Airport and boarded a small jet
belonging to Skycharter Ltd. The captain and co-pilot noted the name and
citizenship of each passenger and signed the flight manifest. Soon the jet
was airborne for the short hop to Philadelphia.
As the plane landed and taxied to a halt, a limousine was already waiting to take the men to the First Union Center for game six of the first
round of the Stanley Cup playoffs. They stopped for dinner at a steakhouse
on the way.
It promised to be an electrifying game. The Philadelphia Flyers were
playing the Toronto Maple Leafs, and the Leafs were one win away from
advancing to the second round of the playoffs. They had not been so close
in five years. Much-publicized bad blood between the two teams, especially
between popular Leafs enforcer Tie Domi and Sandy McCarthy of the
Flyers, heightened the tension.
The host of the evening had even more reason to eagerly look forward
to the game. He was Tie Domi’s older brother. Dash Domi had made the
arrangements for the trip. It would all be paid for by his employer, MFP.
Their seats were in two sets, and once inside the arena, they split off
into two groups to take their places and wait for the face-off. The game
lived up to its promise. In the heart-stopping final minute of play, the
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Leafs scored and won the game. Dash Domi made his way toward the
Leafs dressing room to congratulate his brother. The others couldn’t find
him, so they called him on a cellphone to arrange to meet. Once
reunited, the six jubilant Torontonians got back into the limousine for
the ride to the airport, where the private jet was warmed up and waiting
to fly them home.
The Leafs won, but Dash Domi scored that evening, too. The City of
Toronto was his account at MFP. The City had recently bought millions of
dollars worth of computers. Rumour on the street had it that the City was
considering financing those acquisitions by way of leasing. For months, Mr.
Domi had been cultivating close relationships with potentially influential
people at the City. One of them was a politician, and Mr. Domi had persuaded him to come along on this clubby, exclusive boys’ night out. Who
was Mr. Domi’s prize political catch that night? The chair of the Budget
Committee and veteran City Councillor Tom Jakobek, a Leafs fan who had
his own gold seats at the Air Canada Centre.
Tom Jakobek was among friends that night. His friend Harold
Peerenboom, then chair of the Toronto Harbour Commission, was also on
the flight. Mr. Peerenboom’s son Gregg came with him. Mr. Jakobek had
known the elder Peerenboom for only a couple of years but they were fast
friends. Their families had already travelled together several times, and Mr.
Jakobek had taught Gregg Peerenboom to water-ski. Long-time friend
Vince Nigro was also there. He had only just finished working as an aide to
Mayor Mel Lastman and had helped Councillor Jakobek with a couple of
his campaigns. Another Harbour Commission member, businessman and
political fundraiser Jim Ginou, was also in the party. The sixth passenger
was, of course, Dash Domi. When Mr. Domi filed his expense account with
MFP for reimbursement, on the back of the receipt in his handwriting was
his claim for “Ont. Gov. & Tom J., City of T.O., Vince.” “Tom J.,” he said,
meant Tom Jakobek.
Councillor Jakobek knew at least four of the passengers very well. Yet
later he would adamantly, repeatedly, and publicly deny that he was on that
flight to Philadelphia. Some of his fellow passengers would either swear he
wasn’t there or wouldn’t be able to remember his presence.
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A. “T HEY H AVEN ’ T G OT A NYTHING ”
On December 18, 2002, the flight manifest showing that Tom Jakobek was
on the flight to Philadelphia was entered into evidence at the inquiry.
That evening, Tom Jakobek was on his way to a parent-teacher meeting
when he returned a telephone call from Peter Small of the Toronto Star. In
the course of their conversation, he told Mr. Small that he hadn’t gone to
Philadelphia with Dash Domi. The Star ran the story, including Mr.
Jakobek’s denial, the next day, December 19.
Also on December 19, MFP President Peter Wolfraim was the first to testify about the Philadelphia trip. He conceded that the trip pushed the
entertainment envelope “pretty hard.” MFP had encouraged Dash Domi to
cultivate a relationship with Mr. Jakobek, and if he had succeeded in getting
the Councillor to go on a trip with him, it might be expected that he would
crow about it to Peter Wolfraim or to MFP Senior Vice-President Irene Payne.
But Mr. Wolfraim had no recollection of Mr. Domi telling him about it. As
MFP prepared for the inquiry, he had asked Mr. Domi about the trip repeatedly. Mr. Domi had told him he had left a voice-mail message for Tom Jakobek
inviting him to the game, but Mr. Jakobek didn’t respond and didn’t show up.
Later, Irene Payne would likewise not remember hearing whether Mr.
Jakobek went on the trip. She authorized the cost of the trip for Mr. Domi,
but she doesn’t seem to have asked him who was going with him.
On January 16, 2003, Vince Nigro was the first of the Philadelphia
flight passengers to testify about the trip. He was apparently suffering from
selective amnesia. Throughout his testimony, he took the ruse of memory
lapse to new heights. He seemed hardly able to remember the trip at all, and
drew a complete blank on whether his friend Tom Jakobek was there. In
another context during the inquiry, he actually said, “I don’t remember anything specific about anything in general.” The idea that he could forget such
a significant trip was simply beyond belief, even for him.
The story of the Philadelphia trip continued to draw press attention
throughout January 2003, and Mr. Jakobek continued to adamantly deny
that he had gone on the trip. He also announced that he would run for
Mayor of Toronto.
On January 24, an article by Royson James appeared in the Toronto Star.
Referring to Mr. Jakobek’s insistence that he didn’t go on the Philadelphia
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trip, Mr. James added that “others tell a different story.” The same day, Mr.
Jakobek’s lawyer at the time started preparing a letter to the Star demanding a retraction if the paper could not corroborate the claim that “others tell
a different story.” The letter went on to say that Mr. Jakobek would say
“under oath” that he had not been on that flight. The Star received the letter on January 27.
Meanwhile, the Star’s Linda Diebel had interviewed Tom Jakobek. Mr.
Jakobek agreed to let her tape the interview. On Saturday, January 25, the
Toronto Star featured Ms. Diebel’s profile of him on the front page. Mr.
Jakobek had bragged to her that the inquiry couldn’t prove he was on that
plane. “They haven’t got anything,” he boasted.
That wasn’t entirely accurate. The inquiry had the flight manifest. Mr.
Jakobek’s name was on it, and that information had already been made public. Given his adamant and repeated denial, however, I was keeping an open
mind. Perhaps Skycharter had made some kind of administrative error.
On January 28, Dash Domi began testifying about the Philadelphia trip,
but his recall of the details was apparently so poor that “I can’t remember”
became his constant refrain. He was variously “fairly certain” or “certain”
that Mr. Jakobek didn’t go to Philadelphia. Despite his now-routine show
of feeble memory, his lack of certainty on this issue was a surprise. Less than
two weeks before, while questioning Vince Nigro at the hearing, Mr.
Domi’s lawyer had communicated his client’s certainty on the point: “Mr.
Domi is going to testify that Mr. Jakobek was not on the Philadelphia trip.”
Dash Domi’s uncertainty was also contrary to what he had told Peter
Wolfraim when he asked about it, namely that Mr. Jakobek didn’t respond
to his invitation to the Philadelphia trip and didn’t show up.
Mr. Domi’s memory lapse was also puzzling for other reasons. He said
that all of his brother’s games were important to him. Moreover, he
acknowledged that this particular Philadelphia game, in the midst of playoff fever and something of a grudge match for his brother, had been crucial
for the Maple Leafs and very significant for the fans. They had long been
denied the hope that their beloved team would have a shot at the Stanley
Cup. He had never before chartered a plane to the United States, let alone
to see his brother play in a playoff game. Despite all this, he also claimed
that the Philadelphia game wasn’t memorable for him. When questioned
closely and repeatedly on his sworn evidence, he continued to waver
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between levels of certainty in his recollection of whether Tom Jakobek was
there that night. Unbeknownst to him, events were about to unfold that
would dispel any doubt.

B. T HE T RUTH C OMES O UT
Since August 2002, commission counsel had been trying to interview Tom
Jakobek for the inquiry. In response to the first request, he essentially said
that he had no information that might be helpful to the inquiry, but if he
received specific questions in writing, he would respond to them. This was
an odd answer, suggesting he wanted tight control over the release of his
information. Nonetheless, he was sent written questions, and in his
response, he continued to say he had nothing material to add. The backand-forth exchange continued.
Then the inquiry obtained Mr. Jakobek’s cellphone records, which I
had subpoenaed. What we found was troubling. Tom Jakobek had called
Dash Domi the afternoon of the trip. And there were eight calls from
Philadelphia on his cellphone on the evening of the hockey game,
including two to his own home. It was his phone that had been used,
twice, to find Dash Domi after the game. Contrary to his boast to Linda
Diebel, the inquiry did have something that would prove he was on that
trip, after all.
With his numerous denials in the press, Tom Jakobek had publicly
propped up the accounts Dash Domi and Vince Nigro had given under
oath. When he told Linda Diebel “They haven’t got anything,” was he sending them a message through the press to stick to their stories? Was he
sending this same message to others who were on that plane who might still
have to testify? With the cellphone records, we now knew that Mr. Jakobek
was a strategic liar.
Mr. Jakobek was sent a copy of his subpoenaed cellphone records. After
months of trying, an interview with commission counsel took place, at last,
on March 25, 2003. On May 14, Tom Jakobek appeared in the witness box
for the first time.
Commission counsel Ron Manes took Mr. Jakobek through a brief
review of his background and career in politics. Then he put the question:
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Q: Mr. Jakobek, did you tell the press that you were not on the charter
flight to–to Philadelphia Flyers game May 2nd, 1999?
A: Yes.
Q: Do you—was that true?
A: No, it wasn’t. I—I just would like to say that I deeply regret having
said that and having said something that was not true to the press.

It was a bombshell. Mr. Jakobek seemed contrite. He repeatedly said that
he deeply regretted the lie. He kept saying that he took full responsibility
for what he had done. Yet he had a new story at the ready to justify his
actions. He had first told the lie when he returned a call from Peter Small,
the Toronto Star reporter. But since he had been on his way to the parentteacher meeting and had other things on his mind, he had returned the call
not realizing that he was calling a reporter. Mr. Small was “throwing out
trips to Montreal, trips to Ottawa, trips to Philadelphia, all sorts of
expenses, and I went into a denial mode.” Some of what Mr. Small was saying wasn’t true, Mr. Jakobek said, and he had been caught off guard. On the
spur of the moment, he made a blanket denial of all of those trips. Much
later, as part of a larger 2003 end-of-year retrospective, Mr. Small would
write in the Toronto Star that he had asked Mr. Jakobek about only the
Philadelphia flight, adding that Mr. Jakobek appeared “in command” during their conversation. When this was put to Mr. Jakobek during his recall
testimony, he said Mr. Small had his recollection and he had his.
The veteran politician had chosen to deny everything, and he couldn’t
explain why he had done so. But once he had told Mr. Small he wasn’t on
the plane, he said, “There was no way out for me, in my opinion at the
time, politically.” He hadn’t yet announced it at the time, but he was considering running for mayor and public perception was important. So he had
gone on lying to the press, and he deeply regretted that, too. But he said he
always planned to make a clean breast of it at the inquiry because it was the
appropriate place to tell the truth, as opposed to explaining himself in the
press before he testified.
That was preposterous. Serial lying to the press for months, followed by
recanting at a public inquiry, is a transparently bankrupt political strategy,
and a veteran politician like Tom Jakobek would know that. “It has never,
ever, ever, been my intent to mislead . . . this inquiry,” he said. That was
another lie, as it turned out.
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What of the passengers on the Philadelphia flight who hadn’t testified
yet? Harold Peerenboom originally told the inquiry’s investigator that Mr.
Jakobek wasn’t on the plane or at the game. However, the day before he was
to be interviewed by commission counsel, his lawyer spoke to Mr. Jakobek’s
lawyer, who let him know that Mr. Jakobek intended to testify that he was
indeed on the plane. So Mr. Peerenboom retracted his previous statement.
In an affidavit, he explained why he had told our investigator that his friend
Tom Jakobek wasn’t on the trip to Philadelphia. Now he wouldn’t dispute
the fact that Mr. Jakobek was there. Once Mr. Jakobek came clean, it was
no longer necessary for Mr. Peerenboom to testify or for commission counsel to interview the others.

C. “I T H AS N EVER , E VER ,
E VER , B EEN M Y I NTENT TO
M ISLEAD . . . T HIS I NQUIRY ”
While Mr. Jakobek was still in the witness box, the Toronto Star printed an
excerpt of his former lawyer’s letter demanding a retraction over the Royson
James article, including the part that said Mr. Jakobek intended to testify
under oath that he had not been on the Philadelphia trip. He was caught in
a lie again. He had failed to mention the letter when he testified that he
always intended to tell the truth when he finally appeared before the
inquiry, and he had lied to his own lawyer about the whole matter. (By the
time he appeared at the inquiry, he had a new lawyer.)
Now forced to concede the existence of the letter and confront its content, he was squirming and stammering. Was it his idea to send the letter?
Had he authorized it? Did he approve it? Did he see it before it went out?
Did he have a copy? He danced as fast as he could—deflecting, contorting, backtracking, bending himself into a pretzel to talk his way out of it
when he could no longer deny prior knowledge of the letter. Initially he
tried to blame his lawyer for the letter, but conceded in the end that he
had told him to write it, and that he had seen and approved a draft before
it went out. Why would someone of Tom Jakobek’s intelligence tell his
lawyer that he would testify that he wasn’t on the flight if he always
intended to admit that he was? His answer made no sense. The only true
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answer is that he lied to his lawyer and fully intended to lie to me. But he
got caught.
Recovering from his spasm of contrition over lying about being there,
Mr. Jakobek now gave his account of the Philadelphia trip.
He had actually accepted the invitation to Philadelphia from his friend
Harold Peerenboom, not from Dash Domi, he said. On his way to the airport, he had stopped to pick up Mr. Peerenboom. (This contradicted Vince
Nigro’s claim that it was he who picked up Mr. Peerenboom. He later contradicted Vince Nigro’s evidence about who sat with Mr. Peerenboom at the
game—they both claimed they did.) Mr. Peerenboom was talking on his
cellphone during the drive—to Dash Domi. Mr. Jakobek asked his friend if
Mr. Domi was joining them on the trip, and Mr. Peerenboom said yes, he
had invited him. Mr. Jakobek further embroidered the tale with colourful
asides about trips he had taken with Mr. Peerenboom in the past and how
one of them would pay and they would settle up later. So, naturally, he
asked his friend what he owed for his share. In the end, he said, he reluctantly agreed to give Mr. Peerenboom his front row gold Leafs tickets for a
later playoff game. He added embellishments about his regret at giving up
those centre ice tickets, especially now that he knew that MFP, not Harold
Peerenboom, had paid for the flight. He had given his good friend his treasured playoff seats for nothing.
But Mr. Jakobek had left a gaping hole in his embroidery. If he thought
Harold Peerenboom had paid for the trip, not MFP or Dash Domi, why lie
about it in the first place? Why lie about going to a hockey game with a
good friend? His convoluted and largely incoherent answers boiled down to
his contention that he only learned that MFP was the host when the story
hit the press, and by then he had lied once and had (with deep regret) gone
on lying. But that tale would catch him in yet another lie.
On the next inquiry day, Mr. Jakobek’s counsel told the inquiry that he
had “received a communication” and wanted to correct the erroneous
impression Mr. Jakobek might have left with the inquiry that Harold
Peerenboom had paid for the trip. In fact, Mr. Jakobek had only wanted to
say that he had assumed Mr. Peerenboom had paid. And in fact, the gold
hockey tickets Mr. Jakobek gave Mr. Peerenboom had nothing to do with
the Philadelphia trip—Mr. Peerenboom had paid for them. Clearly, the
absurd assertion that he thought Harold Peerenboom paid for the
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Philadelphia trip had been another strategic lie, calculated to minimize his
association with Dash Domi.
Before either Dash Domi or Tom Jakobek testified, Mr. Jakobek’s new
lawyer, who represented him at the inquiry, called Mr. Domi’s lawyer and
said his client intended to testify that he was not on the plane. So Mr.
Jakobek was also lying to his second lawyer. Now that Tom Jakobek had
finally and unexpectedly admitted to lying, what about Dash Domi’s sworn
testimony that he was certain, or fairly certain, that Mr. Jakobek wasn’t
there? Despite the apparent tip-off to Mr. Domi’s lawyer, Mr. Jakobek said,
incredibly, that he couldn’t imagine why Mr. Domi would have said that.
Yet another lie.
Dash Domi was recalled to testify and asked to explain himself. Now he
swore that he still couldn’t remember Mr. Jakobek’s presence on the plane,
but he accepted that if Mr. Jakobek said he was there, then he was there. His
lack of memory was no more plausible this time. The Skycharter plane wasn’t a jumbo jet. It was a small private aircraft Dash Domi himself had
chartered. He had selected the passengers. It was simply not plausible that
he would forget the presence of such a high-profile passenger on that flight,
particularly since Mr. Jakobek had been in his sights as a key to winning the
City’s leasing business. He hadn’t mentioned the tip-off from Mr. Jakobek’s
new lawyer in his earlier testimony, instead giving the impression that he
was drawing on his own memory, albeit flawed. Now he claimed that the
tip-off from Mr. Jakobek’s lawyer, coupled with Mr. Jakobek’s denials in the
press, had convinced him Mr. Jakobek wasn’t there.

D. C AUGHT

IN A

W EB

OF

L IES

Tom Jakobek lied repeatedly about the Philadelphia trip, and went on lying
even after he admitted the central lie that he wasn’t there. Dash Domi supported the lie. Why? Both said they weren’t friends. Mr. Jakobek effectively
said that Mr. Domi was just a pesky salesman he had to indulge because
politicians can’t just tell people to “go jump in the lake.” But merely going
to a hockey game together wouldn’t necessarily make them close associates,
and going to great lengths to cover it up only generated suspicion. Did they
attempt to cover it up because admitting to it might lead to uncovering
other facts that would demonstrate a closer association with more serious
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implications? If there were such facts yet to be uncovered, they would have
every reason to want to distance themselves from each other by lying about
Mr. Jakobek’s presence on that plane.
Demanding a retraction from the Toronto Star for telling the truth, lying
to five reporters from several different newspapers, lying to his own lawyers,
taunting the inquiry (“They haven’t got anything”), and concocting new lies
as each lie was uncovered all exposed Mr. Jakobek as an audaciously slippery
operator who thought he could outmanoeuvre the press, forensic accountants, the police, lawyers, and a judicial inquiry.
Mr. Jakobek had wanted me to believe that he kept on lying to the press
until he could, at last, tell the truth at the inquiry. The subsequent serial
lying had been forced upon him by his first, deeply regretted lie, told as an
inexplicable emotional response to being caught off guard by a reporter. The
totality of Mr. Jakobek’s conduct was hardly that of a man caught up in circumstances that had spiralled out of control but who always intended to
unburden his conscience eventually. Indeed, that was certainly not the case,
as we have seen. His actions revealed his strategy: stall, suppress, lie, and
gamble that you won’t get caught. Talk your way out of it if you do get
caught.
But he was caught, and he couldn’t talk his way out of it. In fact, the
Philadelphia story, and all Tom Jakobek’s lies about it, would point the
inquiry to a much bigger web of deceit that reached back to the earliest
investigation into the City’s dealings with MFP.

E. E ARLIER S TRANDS

IN THE

W EB

OF

L IES

Back in the fall of 2001, when the relationship between the City and MFP
was unravelling, the City brought in the forensic accounting firm KPMG
Investigation and Security Inc. to conduct a review of the City’s leasing contracts with MFP. KPMG’s investigators interviewed a number of current
and former City employees and councillors, including Tom Jakobek. While
declaring his desire to co-operate, Mr. Jakobek was unwilling to meet with
them. When they granted his request for written questions, he didn’t live up
to his end of the bargain. He simply didn’t respond to their questions about
his contact with representatives of MFP.
KPMG did interview Jim Andrew. According to Mr. Andrew, Tom
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Jakobek called him on the day before his KPMG interview and told him he
was “about to make the biggest mistake of [his] life” in talking to the investigators. Mr. Andrew was surprised that Mr. Jakobek knew about the
interview, which had been scheduled only two or three days earlier. Mr.
Jakobek advised him not to go. Mr. Andrew’s lawyer had advised him to
attend, but Mr. Jakobek said that must be a “ten cent on the dollar lawyer.”
Mr. Andrew was concerned and called his lawyer to tell her about Mr.
Jakobek’s advice. She again told him that he should keep the appointment,
and he did.
The following month, the two men had dinner together. During the
meal, Jim Andrew volunteered that Tom Jakobek’s name hadn’t come up in
the interview, and they didn’t discuss the matter further. In late spring or
early summer of 2002, they had dinner together again. This time, Mr.
Jakobek told Mr. Andrew he loved him like a brother, but he shouldn’t have
gone to the KPMG interview.
As mentioned, commission counsel started trying to interview Mr.
Jakobek in August 2002. Mr. Jakobek responded to our written request for
an interview by saying that he had reviewed his KPMG response and had
no additional information he could add because of his “non-involvement in
these matters.” We sent him another letter in early September. Mr. Jakobek
replied that he was “not aware of any relationship with MFP and myself.”
On the very day Mr. Jakobek wrote that letter saying he was not aware
of any relationship between himself and MFP, Dash Domi, who was still
working at MFP, called him three times. He had already called him four
times that month and would call him twice more before the month was
even half over. Frequent telephone contact between them had been going
on for some time, and Mr. Jakobek was confronted with evidence of it in
the witness box. How could he have been “not aware of any relationship
with MFP” and himself in light of this frequent telephone contact with Mr.
Domi? Mr. Jakobek complained that the questions in commission counsel’s
letter had not been specific. He had not been sure what was being asked of
him and didn’t want to guess. In the end, he conceded that he had wanted
to know exactly what the inquiry knew before saying anything specific
about his relationship with MFP.
The first day of hearings for the inquiry was set for September 30, 2002.
Before the hearings got under way, I adjourned them for an OPP investiga-
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tion, which will be discussed in detail in the next chapter. Mr. Domi and Mr.
Jakobek both spoke to the OPP officers and both of them minimized the true
nature of their relationship. Mr. Domi told them that he knew Mr. Jakobek
“very little” and that he was neither a friend nor an acquaintance. Mr. Jakobek
acknowledged that he knew MFP “existed,” but that was about it.
Thus, Tom Jakobek set the pattern for deception about his involvement
with MFP long before the Philadelphia story came to light. It was in place
from the very beginning, when the first questions were raised about MFP.
From the very beginning, he lied, prevaricated, stalled, obfuscated, and lied
some more, all of which was a strategy to obstruct any investigation of his
dealings with MFP. When the Philadelphia story came out, he lied to his
own lawyers, lied to the press (and, by extension, to the people of Toronto
who he hoped would elect him mayor), goaded the inquiry in the press, and
made his intention to lie at the inquiry clear to others who were to testify
before he did. Then he came to the inquiry and lied under oath.
One way or another, all of the strands of the web of deceit, first revealed
by the Philadelphia story, would lead back to the City’s computer leasing
deal with MFP. Tom Jakobek and Dash Domi both concealed their true
relationship from the police and lied to the inquiry about the extent of their
association with each other. Why would they risk lying under oath about a
supposedly benign, if extravagant, junket to Philadelphia? They didn’t lie in
concert because they liked each other. It is unlikely that Mr. Domi would
have lied just because Mr. Jakobek asked him to.
Mr. Jakobek stalled the inquiry while he went to the Divisional Court in
an unsuccessful bid to avoid being recalled to testify about other matters
that had come to light after the Philadelphia story. The Divisional Court
concluded that he had brought his application to avoid testifying before me.
Once he did testify again, he continued to prove an inept but persistent liar.
When people elect a councillor, or a mayor as Tom Jakobek hoped to be
at the time, they want that person to be trustworthy. They don’t expect that
person to lie under oath. Responsible parents teach their children not to lie.
They tell the fable of the boy who cried wolf: get caught lying, and no one
will believe you when you tell the truth. Tom Jakobek and Dash Domi were
both like the boy who cried wolf. By their own prolific lying, they themselves cast doubt and suspicion on everything they said, unless it was
supported by more credible sources.
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The link between Dash Domi and Tom Jakobek exposed by the
Philadelphia trip proved that Mr. Jakobek had been lying about his relationship with MFP from the beginning. His frantic, devious efforts to conceal
that link failed, and ultimately trained the spotlight on other things he may
have wished to hide. Following the strands in his web of lies around the
Philadelphia trip uncovered a larger and more convoluted web of deceit.
This larger web entangled other events involving Tom Jakobek and Dash
Domi, and Tom Jakobek and his family. And his name would come up in
yet another story involving the computer leasing RFQ.

VII. T HE W ORD
THE S TREET

ON

MENTION LEASING, AND FEW WOULD FIND their pulses racing. But mention
a multimillion-dollar, endlessly profitable deal with the largest city in
Canada, and the excitement begins in the leasing world. In early 1999, that
was just what happened. MFP’s relatively small million-dollar computer
leasing deal with the City of Toronto for the councillors’ computers had
foreshadowed it, but now there were rumours of a much bigger deal.
By January or February of 1999, the word was on the street that the City
would be issuing a major tender for leasing to meet its far-reaching, Y2Kdriven hardware and software needs.
A major deal coming down the pipeline inevitably intensifies competition among the market players with a shot at getting the business, and
the City’s computer leasing deal was no exception. But competitive advantage in the public sector bidding context is elusive. The tender process
offers no certain way to gauge one’s position in the pack. Bidders don’t
really know whether they had an advantage until the winner is
announced. By then, it is obviously too late to modify the strategy. For
some bidders, this uncertainty presents a temptation to bend the rules to
try to get a competitive edge.
In the lead-up to the day a decision is made on a major tender, bidders
work hard to portray themselves as suppliers without equal. Some will
jockey for position with the supposed decision-makers on the assumption
185
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that if their company is not known to those people, they may not be in the
running. Many will devote countless hours to honing and polishing their
proposals. Considering the investment of time and resources that goes into
a major tender proposal and the human factor in the evaluation process, one
major question is on the bidders’ minds: What are the decision-makers
thinking?
Not knowing the strategies of their competitors, some bidders may think
that only one way to get the inside track remains: to influence the decisionmakers. Clearly, some bidders do assume that influence can be obtained and
that it will give them an edge in a public sector bid. To that end, they spend
time, effort, and money on developing relationships with the decision-makers. In public sector procurement, the road to influencing the
decision-makers is very narrow and clearly marked. But in the heat of competition, aggressive bidders may try to create a passing lane on a road where
none should exist.
Once a bidder has decided that influence is the way to speed past the
competition, who can help find a way to get it? One possibility is to hire a
lobbyist. In early 1999, in the race for the City’s lucrative computer leasing
business, that is just what two bidders did. MFP and Dell Financial Services
both decided to hire one. In a strange twist of fate, they both turned to the
same one: the high-profile lobbyist Jeff Lyons.

A. D ELL F INANCIAL S ERVICES AND D ELL
C OMPUTER C ORPORATION
Dell Financial Services (DFS) was formed when Dell Computer
Corporation’s American headquarters decided to establish a joint venture
with a leasing company as a logical fit with its successful computer business.
Dell Computer Corporation issued a tender in the U.S. and Newcourt
Credit Group Inc. was the successful bidder. DFS was launched in the U.S.
in 1997. Within four months of the American launch, Gord Barrett of
Newcourt Credit took the reins of Dell Financial Services Canada as
General Manager, though he reported to Newcourt. Actually, Mr. Barrett
himself described the reporting structure as confusing, since at some time
he also had a direct reporting relationship to DFS Global in the U.S. In any
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case, DFS was now ready to offer Canadian customers a way to finance their
acquisitions of Dell computers.
In 1999, Newcourt Credit Group Inc. was described in a DFS bid document as the second-largest non-bank lender in North America. In November
1999, CIT Group Inc. bought Newcourt and became DFS’s new parent.
In the U.S., DFS was a joint venture, 70 per cent owned by Dell
Computer Corporation and 30 per cent owned by Newcourt. In Canada,
DFS was 100 per cent owned by Newcourt. Yet curiously, the letter
attached to the DFS bid on the City’s leasing RFQ said that DFS was “partially owned” by Dell.
Dell referred business to DFS, for which it was paid finder’s fees. DFS
submitted quarterly performance reviews to Dell and got support and direction from Dell. On occasion, Dell worked with other leasing companies, for
example MFP. DFS could theoretically finance equipment from manufacturers other than Dell if a business solution proposed by Dell included
non-Dell equipment, but in general, DFS financed Dell products.
The DFS offices were in the same North York building as those of Dell.
The two companies had a cost-sharing arrangement and shared printers and
other resources and services. Technically, they were separate entities, but the
practical separation between them was far from obvious.
By 1999, Dell had a very profitable and successful relationship with the
City of Toronto. When DFS started working on the City’s computer leasing bid, its sales representative, Scott Marentette, conferred with Bruce
Mortensen, the account executive at Dell. Mr. Mortensen had had extensive
dealings with the City on hardware and accompanied Mr. Marentette to
meetings with City staff to help promote DFS’s leasing services. Dell and
DFS held a joint golf day, which some City staff attended. Dell and DFS
positioned a “single point of contact, single point of accountability” as a primary benefit of the integrated services available from the vendor, Dell, and
the lessor, DFS.
Did blurring the distinction make business sense? It seems to have given
DFS some instant credibility and name recognition, but it also confused a
lot of people. Dash Domi, for example, never understood the difference
between the two companies. He said, “I don’t know about Dell Financial, I
just considered Dell, Dell.” He was not alone. Even their lobbyist, Jeff
Lyons, didn’t seem to know the difference between them. At the time he was
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acting for DFS, it was 100 per cent owned by Newcourt, yet he thought
DFS was either a sister company, or a subsidiary, or some sort of adjunct of
Dell. In a retainer letter with MFP, he said that he acted for Dell Computer
Corporation, “which includes Dell Financial Services.”
That distinction was not cleared up until the inquiry. Even there, Dell’s
lawyer found herself repeatedly correcting witnesses and lawyers who confused the two entities. In the meantime, in 2003, Dell Computer
Corporation had become Dell Inc. Dell was and is one of the biggest names
in computer hardware. Dell Financial Services was comparatively new and
unknown. It made perfect sense for DFS to position itself alongside the
goodwill attached to the Dell label. But if the names were chosen to confuse, they succeeded; if not, they did anyway. Jeff Lyons would later agree
that it wouldn’t take a rocket scientist to figure out that it was a selling point
for DFS.

B. DFS B UYS

THE

J EFF LYONS PACKAGE

This is what Jeff Lyons said about his role as a lobbyist:
When I’m representing people, you get me. I’m a package and my package is to win for my clients, and what I try to do is to get the best
position out there for them to help them win.

DFS didn’t routinely use lobbyists to help get government business. In
fact, Gord Barrett told the inquiry that the company had never hired a lobbyist or consultant before, and he believed retaining Mr. Lyons would be a
“waste of money.” It was Dave Kelly of Dell who recommended to Mr.
Barrett that DFS hire Mr. Lyons.
At the time, Mr. Lyons (then counsel at the law firm Morrison Brown
Sosnovitch) was on a six-month contract with Dell at a fee of $7,500 per
month. Mr. Barrett didn’t know anything about Mr. Lyons’s abilities or the
quality of his service to Dell. He didn’t feel that he had been directed to hire
the lobbyist, exactly, but he had been asked, and he considered it advisable
to follow Dell’s lead. DFS was the service provider and he wanted to “please
Dell.” Mr. Barrett wanted to show Dell that DFS was willing to do “anything and everything” they could to win the City’s business:
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There was always pressure by the salespeople at Dell for DFS to be competitive. It was continual and they were under pressure as well. So, when
they asked us to . . . help them out and participate . . . with them in the hiring of Mr. Lyons, we obviously agreed because we did not want to be
second-guessed after the fact. . . .
[It was] a decision we made as a service provider to Dell . . . who asked
us to do that for them. . . .

Mr. Lyons agreed to work for DFS for a retainer of $3,000 per month.
He saw his DFS contract as “an adjunct” to his work for Dell, although he
maintained two separate files and he had separate contracts with the two
companies.
The contract with Dell included the requirement that Mr. Lyons comply with government lobbyist registration policies and government policies
governing procurement activities and gifts to government employees. The
permissible bounds of lobbying activity are meant to dovetail with the conflict of interest policies that apply to public servants. But as mentioned, Mr.
Lyons believed that most City personnel didn’t pay attention to the conflict
of interest policies, and he himself didn’t really know them. This was hardly
an appropriate attitude toward policies directly affecting the permissible
bounds of his lobbying activity. At the inquiry, to my astonishment, he
likened civil servants to lobbyists and seemed not to appreciate the significant difference between them. According to him, civil servants lobby
politicians in secret, so he should be allowed to do so too: “Well, what’s
sauce for the goose is sauce for the gander,” he said. And he argued that his
private sector clients should be treated the same way as City staff when it
came to access to members of Council.
Lobbyists occasionally negotiate a contingency fee, also sometimes called
a success fee. Essentially, a success fee is a promise of an additional fee or
bonus if the lobbyist achieves the desired outcome for the client. In the
Province of Ontario, under the Lobbyists Registration Act, lobbyists are
required to report whether they are being paid such a fee. Success fees are
far from common, however, and during the Good Government phase of the
inquiry, the provincial Lobbyist Registrar said that only about 5 per cent of
registered lobbyists declare contingency or success fees.
Success fees are generally the subject of negotiation in advance. Mr.
Lyons proposed a success fee during his negotiations with Dell, but the
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company refused to entertain the idea and specifically deleted it from his
proposal. There was no advance discussion of a success fee when DFS hired
Mr. Lyons, but the subject would come up later.
Rob Simone, the National Sales Director for DFS, was the senior DFS
executive working on getting the computer leasing deal with the City. Mr.
Simone had never before submitted a bid to the City of Toronto. From the
start, he knew that Mr. Lyons had been hired in his capacity as a lobbyist,
not as a lawyer. He also knew that Mr. Lyons was not a computer expert and
didn’t know much about leasing. Mr. Simone saw the lobbyist’s role as helping DFS gain “access to key decision-makers” at the City, and to convince
them of the value of the services provided by DFS.
Scott Marentette, who worked under Mr. Simone, was the sales representative responsible for going after the City’s leasing business. Mr.
Marentette said it was the biggest public sector deal in his line of business
that year. “Everyone was focused on it,” he said, and everyone knew they
were going to have to bid low to win. In terms of responsibility, he was
Dash Domi’s equivalent at DFS, except that he actually understood leasing
and worked on the financial terms of the bid. He was not involved in hiring Mr. Lyons or in setting the terms of his retainer, only learning after Mr.
Lyons had been hired that the lobbyist would be working on the computer
leasing RFQ.
What was Jeff Lyons expected to do for DFS? It was clear to DFS
employees Gord Barrett, Robert Simone, and Scott Marentette, and clear to
Jeff Lyons himself, that his role as their lobbyist was to help them win the
computer leasing contract with the City. A professional cultivator, he was
expected to identify the decision-makers on the RFQ, arrange meetings
with them for DFS, and actively persuade them that DFS was the best
choice. As Gord Barrett put it, Mr. Lyons would put DFS’s “best foot forward as it relates to the City.”
Relative to some of the other bidders on the RFQ, DFS was a new company, with little knowledge of City processes and no contacts with
influential public servants. City officials didn’t know DFS, either. DFS had
to make an impression.
Jeff Lyons laid out his strategy for Scott Marentette. They would hit as
many people as they could who might have anything to do with the decision. Mr. Lyons would assess what DFS had to do to win and solve
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problems. Making sure they got to the right people was part of the problem
solving. They needed a road map, and it was Mr. Lyons’s job to guide DFS
along the road to competitive advantage.
Mr. Lyons’s retainer letter with DFS didn’t turn up until after he had finished his testimony at the inquiry. It was found in a document file at his
former law firm. He had said under oath that he had destroyed that file. It
was not his law firm’s policy to destroy legal files, he had said, but in his lobbying work, it was his personal, informal policy to destroy old files owing
to limited filing cabinet space. He deliberately misled the inquiry. He clearly
had no such policy.
Mr. Lyons’s agreement with DFS was dated March 10, 1999, to become
effective March 15. Effective that same day, Mr. Lyons also had an agreement with MFP, DFS’s prime competitor for the City’s computer leasing
business.

C. M R . LYONS

AND THE

M OLE

It was not easy to get from Mr. Lyons all of his documents relevant to the
inquiry. We issued a summons. In response, he delivered some documents
(mostly related to MFP), but nothing related to DFS. In the end, we subpoenaed his former law firm and obtained files and boxes of documents
from them. The long and winding story of those boxes is recounted in the
Inquiry Process volume of this report. In the end, his documents provided
penetrating insight into an influential lobbyist at work. One very revealing
example was a memo to file about his work for DFS, written by Mr. Lyons
on April 1, 1999, shown below with his wording:
I spoke later in the day on March 29, 1999 to a senior official in IT. . . .
I should speak to Tom Jakobek about leasing, but he says the main
problems are with the treasury people and, in particular, Wanda Liczyk.
We he talked to her about leasing, she says if they provide the money
to the leasing company the City can do better because they can borrow it
at a cheaper dollars.
However, he states she doesn’t understand valued added services . . .

Who was “he” in Mr. Lyons’s memo? Did “he” mean a senior official in
IT or Tom Jakobek? This was debated at the inquiry, but “he” was a senior
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official in IT. Only about two weeks into his retainer with DFS, Jeff Lyons
was deep in discussion with a senior IT official at the City on his new
client’s behalf.
It was clear that Jeff Lyons had a mole inside the City, and the mole was
giving him inside information about what other City officials were thinking on the leasing question. Obviously, the specifications in a leasing tender
document wouldn’t include that information, but Mr. Lyons was able to get
it for his client with the willing assistance of a City employee. The strategic
value of this information is obvious: DFS would know whose views had to
be changed.
Who was the mole? It had to be someone who already had a close and
comfortable relationship with Mr. Lyons. It turned out to be someone
whose close relationship with him was revealed in the Dell story. In fact,
Mr. Lyons met with the mole both before and after he wrote this memo to
file, and they spoke on the phone many times. It had to be someone who
was familiar with Wanda Liczyk’s views on leasing, and it was. It was a senior official in IT, and it turned out to be the most senior IT official. It was
Jim Andrew.
There is loyalty, of a kind, rooted in self-interest, among those who trade
in secrets. Sources must not be revealed. Mr. Lyons and Mr. Andrew
remained loyal to each other, even at the price of credibility. Mr. Lyons
maintained that he couldn’t remember who gave him the information, but
there is no possible way that he, a trader in information for whom relationships were critical, would have forgotten the identity of such a good source.
So that was a lie. Mr. Andrew denied that he was the mole. But he lied to
the inquiry about other things, and he lied about this.
Mr. Andrew agreed that he gave Mr. Lyons information on what the
City was doing and what City staff intended to do. He agreed that he had
more contact with Mr. Lyons than with any other lobbyist at the City. Mr.
Lyons gave him information about the internal workings of City Hall which
he couldn’t otherwise have known. Mr. Lyons called him his “primary” contact in the IT department and agreed that he provided valuable intelligence.
Their association went beyond trading City Hall secrets. It was Jim
Andrew who had suggested to an acquaintance at Dell that he should hire
Jeff Lyons. Jim Andrew had taken a vacation day to attend Mr. Lyons’s
“Brother Jeff ” charity golf tournament. Jim Andrew, a public servant, had

The Word on the Street

193

even asked Mr. Lyons, a lobbyist, to get him football tickets. At the inquiry
he conceded that this request showed poor judgment on his part, that it created a perception of bias, and that it constituted a conflict of interest.
Jim Andrew was the mole and what he did was wrong. He should not
have given information to a lobbyist that he wouldn’t have given directly to
the lobbyist’s client, a potential supplier. And he most certainly should not
have given this type of information to a potential supplier.

D. M R . LYONS G ETS DFS
M EETING AT THE C ITY

A

Mr. Lyons quickly armed DFS with the information gathered from Jim
Andrew. DFS now had reason to believe that Wanda Liczyk was opposed
to leasing. With that knowledge, they had their strategic direction and
a competitive advantage. They knew where they had to concentrate
their efforts. Scott Marentette left a voice-mail message for Jeff Lyons:
“I just want to give you a brief, quick rebuttal on Wanda’s initial kibosh
on leasing.”
Mr. Lyons arranged a meeting for DFS with senior City officials for
April 23, 1999. Bruce Mortensen from Dell went along to support DFS,
the two companies once again presenting a blurred, united front. The presence of the Dell representative gave DFS added credibility, since Dell had
already won an $18 million contract to supply the City with 11,318 computers. The purpose of this meeting was to talk about how to finance those
computers, and obviously to advocate the benefits of leasing. Jim Andrew
was there, and so was Wanda Liczyk. Ms. Liczyk said she was there “mainly
due to the request of Jeff Lyons.”
DFS put to good use the information from Jeff Lyons and Jim Andrew
in preparing for this meeting. They had a number of documents highlighting the advantages of leasing, including a lengthy financial
presentation. DFS was ready to address any objections Wanda Liczyk
might raise. Whether the meeting affected her outlook or not, the opportunity to put the information in front of her was a strategic advantage Jeff
Lyons had secretly obtained from his mole, Jim Andrew. DFS made the
most of it.
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E. O NE M ORE P OOH - BAH TO G O :
A “B IZARRE ” M EETING
Jeff Lyons believed that DFS had to get to the key decision-makers, or “the
pooh-bahs,” as he called them. DFS had already made contact with top City
officials, but there was one more pooh-bah in his strategic plan.
Computers are essential in every corner of the City’s far-flung operations. They are worth tens of millions of dollars, and the pace of change in
technology means that more acquisitions are necessary every few years to
replace obsolete equipment. Naturally, a major computer purchase would
require a large capital outlay and would therefore occupy a prominent spot
on City Council’s agenda.
On the other hand, some people see computers as nothing more than
office supplies. Wanda Liczyk, for example, put it this way:
The cost has decreased so much in the last 10 to 15 years that, in my
mind, it was approaching something like a pen or pencil but it had a life
longer than one year. My approach was to consider desktops as a shortlived commodity like any other office supply, with the exception that the
life of a computer is obviously more than a pen.

Given that technology has to be upgraded or replaced every few years, it
was an administrative burden to keep going back to Council for approval.
One of the potential benefits of leasing was that the cost of further acquisitions would move from the capital budget to the operating budget, which
meant that Council approval for repeated expenditures wouldn’t be needed.
These acquisitions would then have the same status, albeit on a much larger
scale, as routine replenishment of the supply of pencils, and City Council’s
agenda would be relieved of one large, repetitive decision item.
That aspect of leasing may have sounded attractive to City staff. In her
memo to file about the April 23 meeting with City staff, Jeff Lyons’s assistant,
Sue Cross, noted, “Wanda mentioned that she would like to have IT taken
off the political agenda as was done in the former City of North York. She
feels that desktops are like any other office supply and should not have to be
monitored by Council.” Ms. Liczyk didn’t think she had put it quite that way.
She said she recalled talking about her limited exposure to leasing, and about
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how North York had funded desktop computer acquisitions, with Council
approval, through the operating budget as opposed to the capital budget.
In any case, even if senior City staff supported leasing, there would be
another hurdle. Moving an item from the capital budget to the operating
budget would require Council approval. According to Mr. Lyons, Wanda
Liczyk told him that on the issue of purchasing as opposed to leasing, they
had “better get the political level on side.”
Getting the political level “on side” would require a champion in the
form of an influential councillor. Jeff Lyons knew just the pooh-bah for the
job: Councillor Tom Jakobek, member of the Policy and Finance
Committee and chair of the Budget Committee.
Jeff Lyons and Tom Jakobek had been close friends for nearly 20 years.
Mr. Lyons raised money for Mr. Jakobek’s City Council races, and over the
years he did other favours for Mr. Jakobek, including getting him tickets for
events. He had even helped Mr. Jakobek’s wife with various job applications. In a personal letter, he warmly described their good friendship. Mr.
Lyons, along with former Metro Chairman Paul Godfrey, had organized a
stag party before Mr. Jakobek’s 1985 wedding.
Despite the long history of their close friendship, Tom Jakobek took
pains to downplay his relationship with Jeff Lyons. At the inquiry, he gave
Mr. Godfrey sole credit for organizing his stag, saying that Mr. Lyons was
only invited to the stag, and the wedding, because of his position at the
TTC at the time. Documents discovered after Mr. Jakobek’s initial testimony would show that Mr. Lyons was instrumental in organizing every
aspect of the stag from beginning to end.
On May 25, 1999, Jeff Lyons took Scott Marentette of DFS to meet
Councillor Jakobek. Mr. Marentette would later describe the meeting as
“bizarre.” This time, the lobbyist extraordinaire hadn’t orchestrated the
meeting as smoothly as he might have done. According to Mr. Marentette,
when he arrived at the Councillor’s office with Mr. Lyons, Mr. Jakobek
appeared perplexed about the purpose of the meeting. At some point, Mr.
Lyons and Mr. Jakobek moved to the other end of the room for a whispered
exchange. Throughout the meeting, Mr. Marentette thought Mr. Jakobek
just listened politely, and the meeting was ultimately not very productive.
In a memo to file about the meeting, Mr. Lyons would write:
“Afterwards, he indicated that Dash Domi was going around City Hall and
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telling the individuals that I was supporting them and he says he was confused.” When he testified about it, Mr. Lyons said he could no longer
remember whether “he” referred to Tom Jakobek or Scott Marentette. The
context suggests it refers to Mr. Marentette, because if Mr. Jakobek was confused, why would Mr. Lyons put that down in a memo to file?
When Scott Marentette returned to his office from the meeting, he told
Rob Simone that Mr. Jakobek seemed to think Mr. Lyons was acting for
MFP. The two of them met with Gord Barrett to talk about it. According
to Rob Simone, Mr. Barrett was upset. Mr. Barrett said that he was actually
irritated by the amount of time being spent on one deal, and he considered
Mr. Marentette’s suspicions mere speculation.
But even before that May 25 meeting, there had been rumours. Mr.
Lyons was asked point blank: Was he working for MFP? Mr. Lyons said he
wasn’t, but Mr. Marentette suspected that wasn’t true, and he had told Rob
Simone that he thought Mr. Lyons was working “both sides of this transaction”—that is, working for both DFS and MFP. Mr. Lyons would be privy
to DFS’s pricing strategy for the bid, which could have been a big boon to
MFP if Mr. Marentette’s suspicions were correct. He said it was just a feeling, he had heard rumours, and his suspicions grew after the awkward
meeting with Tom Jakobek. He was right. Mr. Lyons was indeed acting for
MFP, and MFP was going to bid on the same tender.
Despite suspicions about Jeff Lyons’s conflict, DFS decided to stay the
course with him. Mr. Lyons had denied he was acting for MFP, and besides,
Rob Simone said they didn’t want to upset Dell, where Mr. Lyons “had a
very tight relationship” with many senior people. It was wise not to make
waves. Also, the bids on the RFQ were due on June 11, and, as Mr. Simone
said, since “Jeff had contacts with everybody, we didn’t want to upset him
either, just before this tender was due.”
Armed with the intelligence Mr. Lyons had gathered for it, DFS proceeded to prepare its RFQ bid. Right up to the final moments, DFS
benefited from Mr. Lyons’s strategic access to internal City processes—but
not enough. DFS lost to MFP.
It would have been a big win, and Scott Marentette was disappointed.
He wanted to find out how DFS’s bid had placed and asked Jeff Lyons to
find out, if he could. According to him, Jeff Lyons gave him a spreadsheet
showing details of all the bids received. It was clearly an internal City doc-
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ument. Mr. Marentette showed it to Rob Simone. Both of them were
shown a document at the inquiry, and both said that it looked similar to the
one Mr. Lyons gave them. Mr. Simone recalled that the document he saw
was marked “confidential.” Mr. Lyons was also shown the document but
claimed that he had never seen it, adding that he wouldn’t allow such a document to be received by his office.
Not long after DFS learned it had lost the bid, Jeff Lyons’s retainer
expired and Rob Simone could see no reason to renew it. He called Mr.
Lyons to tell him so, and confirmed it in writing on October 15, terminating his services “effective immediately.” By then, Mr. Lyons had been hired
and fired by MFP—and rehired on September 10.

F. MFP B UYS THE J EFFERY LYONS
PACKAGE — AND S ENDS I T B ACK
1. H E ’ S I N
Like DFS, MFP didn’t routinely hire lobbyists to help get public sector
business. Irene Payne, MFP’s Senior Vice-President of Sales and Marketing,
didn’t feel “totally comfortable working with lobbyists.” She believed that if
you have a “strong sales force, you should be able to get in to see whoever
you have to see.” Besides, she felt that MFP had been successful as a company without using lobbyists.
It would turn out to be somewhat ironic, but it was Dave Kelly of Dell
who helped change her mind. Mr. Kelly told her that Jeff Lyons was well
connected. He could open doors for his clients, and Mr. Lyons had helped
Dell win a large contract with the Ontario government. Ms. Payne knew
that Dell had recently won a large contract with the City. She also learned
from Mr. Kelly that Mr. Lyons had arranged meetings between Dell and
officials at the City of Toronto, and had been instrumental in building relationships between the company and the City. It couldn’t hurt MFP to retain
someone who appeared to have this much influence.
Irene Payne had ambitious plans for MFP. She came to believe that Mr.
Lyons’s relationships with individuals at the City and the Province could
help her meet her objectives for the company, and decided to hire Mr.
Lyons for a limited time. MFP President Peter Wolfraim concurred. He
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acknowledged that Mr. Lyons was “known to have the ability to open doors
[and] introduce us to people,” and so it seemed “worth the effort.”
What exactly did MFP hire Jeff Lyons to do? That was to become somewhat problematic. In any case, Mr. Lyons was retained to work for MFP for
three months, from March 15 to June 15, 1999. The agreed-upon fee was
$7,500 per month.
MFP faced many competitors for the City’s leasing business. According
to Peter Wolfraim, the biggest competition was DFS. DFS had decided it
needed an edge, and it had hired Jeff Lyons to get it. Both MFP and DFS
were talking to Mr. Lyons earlier, but, judging by the correspondence, he
started on retainer with both companies on the same day: March 15, 1999.

2. H E ’ S O UT
Mr. Lyons had not been secretive with MFP about his business relationship with Dell, but he said he might not have told MFP initially that he
was also acting for DFS on the leasing bid. For confidentiality reasons, he
said, he had felt under no obligation to discuss that with MFP. On March
11, however, before he started on retainer with MFP, Mr. Lyons wrote to
Irene Payne: “I have also disclosed to you that we act for Dell Computer
Corporation, which includes Dell Financial Services.” Irene Payne
received that letter but claimed not to have remembered seeing the part
about DFS. Nor did she recall that Mr. Lyons ever told her he was acting
for DFS.
Irene Payne’s letter to Jeff Lyons setting out the terms of his engagement
said that Mr. Lyons was being retained for services at the “provincial and
municipal” levels of government. The computer leasing deal was not explicitly mentioned. Mr. Lyons would later say that he understood “municipal”
to mean the City’s school board. Irene Payne would also testify that she didn’t think Mr. Lyons would be doing anything for MFP on the computer
leasing bid. Ms. Payne knew that Mr. Lyons was working for Dell, and she
had no problem with that. But although Dell and DFS were separate companies, the line between them was blurred. Mr. Lyons was working for Dell.
He was also working for DFS and MFP, who were both bidding on the
same tender. As Mr. Wolfraim later said, there was “sort of an unresolved
conflict built into this.”
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In May 1999, Dash Domi learned that Jeff Lyons was working for DFS.
He took the information to his boss, Irene Payne. “It just did not make
sense to me,” Mr. Domi said. Mr. Lyons was working for MFP’s rival, “bidding on the same business.” It was May 25, the same day that Mr. Lyons
had taken Scott Marentette to meet Tom Jakobek. Had Mr. Domi found
out about this? We don’t know. Mr. Domi couldn’t remember how he found
out that Jeff Lyons was working for DFS.
An irate Irene Payne called Jeff Lyons to confirm what Dash Domi had
told her. The next day, she asked John Rollock to draft a letter to Mr. Lyons
for her signature. Mr. Rollock didn’t mince words, and about 40 minutes
later, he had a draft. This letter combines his draft with her subsequent
changes.
I wish to express my total disappointment with your current actions in
representing Dell Financial Ltd. as a consultant and lobbyist with the
City of Toronto, specifically, but more generally at either the provincial or
municipal level of government. You have already confirmed this to me, in
spite of the fact that you agreed contractually to represent MFP Financial
Services at the municipal and provincial levels of government. . . .
We therefore consider your decision to provide consulting and lobbying services to our competitor, Dell Financial Services, on a major
technology financing deal with the City of Toronto, to be a breach of
contract with MFP Financial Services Ltd. We take this matter very seriously, and are prepared to take whatever actions we deem necessary to
prevent any financial harm that may accrue to us from your actions. We
also consider that a professional of your standing within the legal community of Ontario would consider your actions inappropriate and
beneath the standards of the Law Society of Ontario.
I am requesting your withdrawal from representing Dell Financial
Services, effective immediately. I would also like to discuss this matter
urgently with you.

Mr. Lyons wrote back the next day. The comments in MFP’s letter were
“surprising” and “erroneous,” he said. He attached the March 1999 letter in
which he had disclosed his dealings with DFS. But he also accepted Ms.
Payne’s suggestion that, under the circumstances, his retainer with MFP
should end. The business relationship between MFP and Mr. Lyons was,
apparently, over.
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Curiously, however, there was evidence of continuing communication
between Jeff Lyons and MFP throughout the spring and summer of 1999.
There were several cellphone calls from Dash Domi, Mr. Lyons played golf
with MFP personnel, and there were entries in his assistant’s notes to call MFP.
Dash Domi submitted a receipt for reimbursement for a dinner on which he
inscribed “Jeff L.” Both Mr. Lyons and Mr. Domi denied that they had dinner
together on that date, and we have seen that Mr. Domi had an unconventional
approach to expense claims. In any event, they were keeping in touch.

3. D IVIDED LOYALTY
Jeff Lyons claimed not to have known at the time that MFP (according to
Mr. Marentette, DFS’s biggest competitor) was going to bid on the RFQ.
Nor did he know that MFP had supplied the leasing services for the councillors’ computers. Yet he was aware that the conflict of interest was a
concern, even as he accepted retainers from both companies. He said he
contacted Dell to confirm that it had no objections to his acting for MFP,
but he couldn’t remember which person he spoke to. Why would he contact Dell, not DFS, the client that was MFP’s direct competition? Did he
really not appreciate that the two companies were separate entities? Even if
he somehow didn’t know it at the time he signed on with both DFS and
MFP, he most certainly knew it a few weeks later.
At two DFS meetings, the one on April 23 with City staff and the one
on May 25 with Tom Jakobek, there had been discussion about the interrelationship and distinction between Dell Computer and DFS. Jeff Lyons
unconvincingly claimed that when he set up these meetings, he still didn’t
know MFP and DFS were bidding on the same tender.
The two clients certainly saw it as a conflict of interest. The conflict had
bubbled to the surface at MFP and DFS at virtually the same time, and they
were equally perturbed at the prospect of paying a lobbyist who was also
working for the competition. According to Mr. Simone, Mr. Lyons had
already attended five or six internal DFS “value propositions,” where DFS’s
business advantages for clients were discussed. Quite reasonably, no one at
DFS believed Mr. Lyons could compartmentalize this business intelligence
when he was promoting MFP. Irene Payne clearly felt the same way regarding information he might learn about MFP—and she fired him.
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Even if Mr. Lyons initially believed that he had no conflict of interest
because he wasn’t acting for MFP specifically on the RFQ, there was at least
one point where he must have realized that he was on the horns of a
dilemma. In a memo to the DFS file, he had recorded some unflattering
rumours about his other client, MFP. It was not clear whether he heard
them from Tom Jakobek or Scott Marentette. Either way, what was he to
do—encourage DFS to use the information against his own client, MFP?
Or withhold the information and deprive his own client DFS of the use of
important strategic information about MFP?

G. M EANWHILE ,
G OES O UT

D RAFT RFQ
B OUNDS

THE
OF

While the various soon-to-be bidders were formulating their pre-bidding
strategies and City staff were pulling together the RFQ, a draft of the document made a quick, electronic journey.
Jim Andrew attached the draft RFQ to an e-mail and sent it to Tom
Jakobek. Councillor Jakobek had asked for it. It was an unusual request,
and no other councillor, including Tom Jakobek, had asked him to do such
a thing before. He knew that councillors didn’t involve themselves in the
tendering process. As an experienced public servant, Jim Andrew would
never have sent an RFQ to a councillor unless the councillor specifically
asked for it. But he complied, without question, and without informing his
superior about the request. In retrospect, he considered that an error in
judgment. It was.
Tom Jakobek denied that he had asked for the draft RFQ, and he denied
that he even saw it. To support that claim, he offered the widely known fact
that he was not computer literate at the time—he couldn’t have figured out
how to turn a computer on, let alone navigate the complexities of e-mails
and attachments, he said. But he had staff who could.
All members of City Council had an e-mail address. E-mail sent to the
functioning public e-mail address of an elected official is unlikely to vanish,
unread by anyone. In fact, precisely because Mr. Jakobek didn’t know how
to use e-mail, his staff had a very efficient system of printing out his e-mails
and giving him paper copies. So, while it was probably true that Tom
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Jakobek didn’t see Jim Andrew’s e-mail on a computer screen, it is not credible that he didn’t see the draft RFQ in paper form. Mr. Jakobek’s
dishonesty underscored his awareness that he should not have been asking
for the draft RFQ. It also discredited his own earlier assertions that he didn’t get involved in the tendering process except when a tender went to
committee, and that he was not involved in this particular tender.
What does it matter if a City councillor saw a draft RFQ? Why was it so
strange that the draft of this particular RFQ was sent to Councillor
Jakobek’s office?
Sadly, we don’t have to look as far back as the Pacific Scandal of the
1870s that toppled the government of Sir John A. Macdonald to see public
outrage erupting from the volatile mixture of politics and public procurement. But despite the lessons available from the frequent spectacle of yet
another political career in ruins, it seems there are always people who are
willing to gamble they won’t get caught. Why? For the politicians who gamble in this way, the potential payoff is often not as simple as accumulating
personal wealth. It may have more to do with demonstrating power, or
something to do with what they need the money for: friends, extended family, trips, re-election, and so on. If a politician can control the procurement
process, guaranteed success in public tenders can be exchanged for graft.
The Toronto taxpayer has a right to expect both elected officials and City
staff to adhere to the highest standards in conducting public business. To
that end, elected officials can set general procurement policy, and debate
particular procurements in public in committee or the Council Chamber.
But that is all. They must never intervene in active, ongoing tenders or
other procurements. To remain above reproach, they should rely exclusively
on the professional staff who work within approved procurement policies
and processes. For their part, to earn and maintain the public’s trust, staff
must spend the taxpayers’ money where it will buy the best goods and services at the best price, without political pressure of any kind. Staff must have
the sole motive of serving the public interest. Perhaps the taxpayers will not
agree with all of their decisions, but they have a right to expect that each
decision will be made for the right reasons.
Tom Jakobek’s furtive request to see the draft RFQ crossed the line. He
was inserting himself into a particular tender while it was ongoing. He knew
it was unusual for a councillor to ask for a draft tender document. He knew
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he as a councillor should not be involved in or influence the tender, other
than when it went to committee and Council for a decision. That is why he
adamantly denied asking for or seeing the draft RFQ. Also, asking for the
draft RFQ would reveal his interest in the fortunes of the eventual winner,
MFP. Mr. Jakobek received the draft RFQ a little over two weeks after the
Philadelphia trip—the one he and Dash Domi tried so hard to conceal.
Denying he asked for the document was yet another failed attempt to distance himself from MFP.
What did Tom Jakobek do with the draft RFQ? Certainly, he couldn’t
have used it for legitimate City government purposes. Otherwise, why deny
he had it? Did he give it to Dash Domi? It would certainly have been helpful to Mr. Domi and his employer, MFP. But the draft RFQ was a
confidential internal City document that could give a prospective bidder an
unfair competitive advantage. Leaking the document to Mr. Domi would
have been wrong. The draft RFQ was not found in Dash Domi’s possession,
but another confidential draft tender document, likewise for a highly lucrative leasing contract, was.
In early 2000, Tom Jakobek asked for a copy of the draft RFP for a vehicle fleet leasing tender. This time, he asked Wanda Liczyk. Just as Jim
Andrew had done, she complied. Later, long after the RFP had been issued,
Mr. Jakobek would make a motion in Council that was of potential benefit
to MFP, just as he had done on the computer leasing RFQ.
A photocopy of this confidential draft vehicle leasing RFP turned up in
Dash Domi’s files at MFP. On it were handwritten notations by Len Brittain,
Director of Treasury and Financial Services, written before he gave it to
Wanda Liczyk, who gave it to Mr. Jakobek. Once again, Mr. Jakobek denied
asking for or receiving the confidential document. He was lying. Mr. Domi
denied any knowledge of the document, even though it was in his own files.
He denied that some additional handwriting on it was his, but a forensic
handwriting expert examined the document and concluded with virtual certainty that it was. Only then did Mr. Domi admit that it was his handwriting
and that he had been in possession of the draft vehicle leasing RFP.
Mr. Jakobek was not the only one who had a relationship with Dash
Domi that crossed professional boundaries. So did Wanda Liczyk. Mr.
Jakobek suggested that it was she who gave the draft vehicle leasing RFP to
Mr. Domi. She didn’t. He did.
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H. C RUNCH T IME : T HE C ITY
R ELEASES THE RFQ
May 31, 1999, was the big day. The City released the computer leasing
RFQ. The turnaround time was short: the deadline for bids was June 11.
After months of jockeying for position in the influence race, the principal
bidders had to do more than wine, dine, and lobby the decision-makers. It
was time to crunch the numbers and put together viable proposals.
The RFQ said the City needed 9,000 computers in 1999, 4,000 more
sometime later, plus associated servers, peripherals, and software. It asked
for quotes on a 36-month lease and for flexibility in hardware and software
upgrades and configuration changes.
The document had many shortcomings, as we shall see. For the
moment, suffice it to say that it was vague in some important respects:
• It was not as clear as it could have been that the City already owned
much of the equipment, bought from Dell as already described, and the
deal would therefore involve a sale and leaseback.
• It did say that 9,000 computers were to be leased in 1999, but it was not
at all clear when the next 4,000 were to go on lease.
• The total anticipated value of the leasing deal was not stated.
• It said that major software acquisitions would come later, and would
become part of the leasing arrangements, but no dollar value or dates
were given.
These shortcomings made it difficult for bidders to come up with realistic bids, but there were two other shortcomings that would hurt only the
City.
Bidders were asked to commit to a lease rate that wouldn’t change for 90
days after the RFQ closed, or September 11. That was not unusual.
Sometimes in an RFQ, the period for holding to a rate is even shorter. In
the circumstances, however, the rate-holding period was hopelessly optimistic. The bids had to be thoroughly analyzed before choosing a
recommended winner. It was summer, and it would have been sensible to
expect delays in the evaluation because of vacations. Then the deal had to
go before the Policy and Finance Committee, and then to Council for
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debate and approval. After the committee meeting, there was only one
Council meeting, in late July, before the summer recess. If Council didn’t
approve the deal in July, there wouldn’t be a session where it could be
debated and approved until late September. That would already pass the 90day rate-holding period. Then, a complicated master lease agreement would
have to be drafted, negotiated, and signed. And then, most important, all
the thousands of computers would have to be put on lease.
It was unrealistic to suppose that 90 days would be long enough to do
all that, so it was almost inevitable that the City would end up signing a deal
with a lease rate different from the winner’s quote. In effect, as City staff
pored over the bids, compared prices and cobbled together multiple drafts
of the report to committee, they were wasting their time. In all likelihood,
they were comparing numbers that would never apply.
There was a second costly shortcoming in the RFQ. The City failed to
insist that future increases in the quoted lease rates be tied to an objective
indicator such as a bank or bond rate. Since it was unlikely that the deal
would be concluded inside the 90-day rate guarantee window, the omission
rendered the City vulnerable on the most important factor in the leasing
deal: the cost.
In response to questions from potential bidders, the City issued an
addendum to the RFQ on June 7, 1999. The addendum gave the details
of the type of equipment to be leased and the total expected costs by type.
The grand total was $43,150,000. That figure would turn out to be
meaningless. The addendum didn’t correct any of the other shortcomings
in the RFQ.

I. T HE M OLE D IGS S OME M ORE
Around noon on May 31, 1999, the day the RFQ was issued, Mr. Lyons
called Councillor Jakobek. They spoke for three and a half minutes. Neither
Mr. Lyons nor Mr. Jakobek could shed any light on the reason for this call,
but the broader context suggests it may have been related to the RFQ.
The bids were due on June 11. On June 7, Mr. Lyons met with Scott
Marentette and Rob Simone of DFS, along with Bruce Mortensen and
Dave Kelly of Dell. They wanted to know who was going to evaluate the
bids. Mr. Lyons had found out that the evaluation committee would be
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chosen by Wanda Liczyk and she had assigned Len Brittain to head it up.
(That was not entirely accurate, as it turned out. Wanda Liczyk would ask
Len Brittain to conduct the financial evaluation, but he would delegate the
task.) They wanted to know who would write the report and make recommendations, and Mr. Lyons told them it would be “Treasury, as IT has all
it wants.” DFS also wanted to know how the criteria in the RFQ would be
weighted. Mr. Lyons said that the decision would boil down to “cost per
thousand and it is essentially pricing!” Mr. Lyons had a lot more information about what IT wanted and didn’t want. All of it was confidential, and
all of it of great interest to every bidder. DFS managed to get this confidential information four days before its response to the RFQ was due.
Once again, Jim Andrew denied leaking the confidential information.
Once again, Mr. Lyons couldn’t remember who in IT leaked it to him. And
once again, he lied. It was clearly his trusty mole, Jim Andrew.

J. T EN

F IFTEEN M INUTES
WITH M R . LYONS
OR

Some time between May 25, when Jeff Lyons took Scott Marentette to meet
Tom Jakobek, and the June 11 RFQ submission deadline, Mr. Marentette
invited Mr. Lyons to a strategy meeting at the DFS offices in North York.
He and Rob Simone wanted to talk to him about a number of issues that
needed to be settled before DFS responded to the RFQ. Mr. Marentette
called it “crunch time,” the “11th hour.” When Mr. Lyons arrived, the three
of them moved into a small, nameless meeting room.
What happened next resulted in a criminal investigation by the OPP,
temporarily brought the inquiry to a halt, and exploded onto the front page
of the Toronto Star with a headline screaming, “Bribery Allegation Probed
in Computer Contract.”

1. F LASH F ORWARD : A R IVAL LOBBYIST
H EARS A J EFF LYONS S TORY
About 18 months after that short meeting, Scott Marentette had left DFS
and was working at another company. One day in early December 2000, he
met an old school friend for drinks or lunch. The friend brought along a
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lobbyist, Frank Carnevale, who wanted to pitch his services to Mr.
Marentette’s new employer. At some point, Mr. Marentette told what Frank
Carnevale considered a “war story.” It was about a meeting Mr. Marentette
had once had with one of Mr. Carnevale’s competitors: Jeff Lyons.
Many months later, as fate would have it, Frank Carnevale met Rob
Simone, who by then had also left DFS. Mr. Carnevale asked Mr. Simone
to tell him “the story,” and Mr. Simone did.
Again as fate would have it, either the same day or within a few days, Mr.
Carnevale passed by City Hall, as he often did as a lobbyist who gathers
intelligence. There, coincidentally, he ran into Jack Lakey, a reporter for the
Toronto Star. Over coffee, he told Mr. Lakey the story about the conversation at that meeting back in 1999. One way or another, Mr. Lakey would
end up speaking to Rob Simone.
Meanwhile, the inquiry had learned of the conversation, too. We contacted the OPP and brought it to their attention. Then, on the first day of
hearings, September 30, 2002, I adjourned them. The OPP had requested
that I do so during the critical initial stage of their investigation.
On October 3, 2002, the sensational headline referred to above appeared
on the front page of the Star.
So what happened at this meeting?

2. T HE M EETING ,

AS

TOLD

BY

ROB S IMONE

After some “idle chitchat” about how things were going, Mr. Lyons turned
to Mr. Simone and asked him something “a little odd”: “Rob, what is this
deal worth to you?”
Mr. Simone didn’t understand what he meant. He assumed Mr. Lyons
wanted to know how big the leasing contract would be, so he replied that
it was worth $150 million.
“No, that’s not what I meant,” said Mr. Lyons. “What’s it, sort of, worth
to you?”
“What do you mean?” Mr. Simone asked.
“Well, Tom says it’s worth one hundred and fifty grand,” Mr. Lyons told
him.
Mr. Simone still didn’t understand. “Well, what do you mean,” he asked
again, “like a payment of $150,000?”
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Mr. Lyons “basically agreed.” That didn’t make sense to Mr. Simone.
Did he mean that if DFS made such a payment, Mr. Simone could bid
whatever he wanted, yet go on to negotiate a deal with the City?
“No, no,” said Mr. Lyons. “You have to be low.”
That made even less sense to Mr. Simone, and he said so. He thought
DFS would be lucky to earn $400,000 to $500,000 in profit on the threeyear lease contract.
Mr. Lyons retorted, “Well, you know, MFP would pay one hundred and
fifty grand. Others would pay one hundred and fifty grand.”
“No, it’s impossible,” Mr. Simone told him. Surely he meant that if they
paid this money, they could bid whatever they wanted. Mr. Lyons said no,
they would have to be the lowest bidder. “Then why—why do I have to pay
this one hundred and fifty grand, if low wins?” Mr. Simone wanted to
know.
Mr. Lyons didn’t respond, and that was the end of the conversation. The
meeting may have only lasted 10 to 15 minutes.
Mr. Simone had not asked, “Tom who?” He assumed Mr. Lyons meant
Councillor Tom Jakobek. Councillor Jakobek was the only “Tom” Mr.
Simone knew of who had met with Mr. Lyons in connection with the RFQ.
After Mr. Lyons left, Mr. Simone was angry and “vented” to Mr.
Marentette. He asked Mr. Marentette who he thought “Tom” was, and Mr.
Marentette agreed it had to be Tom Jakobek. They agreed Mr. Lyons was
trying to leverage more money out of DFS. Mr. Simone said, “I think we
kind of chalked it up to Jeff trying to basically shake us down for some
money before this tender closed.”
Mr. Simone and Mr. Marentette reported the conversation to their boss,
Gord Barrett. He wanted to fire Mr. Lyons immediately, but cooler heads
prevailed. After all, the deadline for bids was only days away.

3. T HE M EETING ,

AS

TOLD

BY

S COTT M ARENTETTE

Scott Marentette, who was in the same room at the same time, remembered
that Jeff Lyons asked for a sum of money, but he couldn’t remember the figure. He didn’t remember that Mr. Lyons mentioned “Tom.” He had felt
uncomfortable. He, too, used the term “shakedown” and said he thought
Mr. Lyons was asking for more money for himself.
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As “just the sales guy,” he was in no position to agree to pay Mr. Lyons
more money. And he had been angry. Mr. Lyons seemed to be applying
pressure “at a critical time in our process” of preparing for the RFQ bid.

4. T HE M EETING ,

AS

TOLD

BY

J EFF LYONS

Mr. Lyons was apparently astonished when, after the April 23 meeting with
City staff, it dawned on him how much the computer leasing RFQ could
be worth—potentially as much as $150 million. Now his $3,000-permonth retainer from DFS seemed skimpy. He started thinking that he
deserved a success fee if DFS won the RFQ, somewhere in the neighbourhood of $100,000 to $200,000.
Accordingly, he asked Rob Simone during this meeting how much he
thought the contract was worth, and he might have added something like
“I think if I’m successful, I should receive a fee of $150,000” or “If we get
this bid, my fee will be $150,000.” Mr. Simone gave him a look, as if to say
“What’s this all about?” or “What the heck is going on here?” Seeing his
reaction, Mr. Lyons said to himself, “Why did I even bring this up?” At that
moment, he realized that he should have been talking to Gord Barrett, Mr.
Simone’s boss.
He never talked to Mr. Barrett about it subsequently because, according
to Mr. Lyons, Mr. Barrett wasn’t showing any interest in the RFQ bid.

5. T HE OPP I NVESTIGATES
Tom Jakobek denied any knowledge of or involvement in any alleged
wrongdoing. The OPP asked him directly about his relationship with Mr.
Lyons. Mr. Jakobek said he had known Mr. Lyons for over 20 years, in effect
as a lobbyist, but that every councillor knew him. That response was
intended to mislead. He disavowed a close friendship of more than two
decades’ standing.
As was his legal right, Mr. Lyons invoked his right to silence in the criminal investigation and didn’t speak to the police.
The police investigated the conversation that took place at that meeting,
laid no charges, and closed their file.
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6. T HE I NQUIRY S IFTS

THROUGH THE

E VIDENCE

Police investigations are conducted in private. The inquiry had powers different from those of the police, and was able to compel people to speak
publicly about the conversation. The inquiry’s investigation of the same
conversation therefore took place in public hearings, under the blazing light
of intense media focus.
All counsel for parties with standing were given transcripts of the
recorded statements made to the OPP investigators about the conversation,
by, among others, Mr. Simone, Mr. Marentette, Mr. Barrett, Mr. Carnevale,
and Mr. Jakobek.
During the public hearings, lawyer after lawyer put Rob Simone and
Scott Marentette through a rigorous examination of their evidence concerning that strange and troubling conversation with Mr. Lyons. Frank
Carnevale and Gord Barrett also testified. Some of the lawyers questioned
the witnesses with precision and courtesy, but others harried them mercilessly. Mr. Simone, Mr. Marentette, and Mr. Carnevale were subjected to an
aggressive and combative cross-examination by Mr. Lyons’s counsel. For
days, the details of the conversation were ripped apart, dissected, and rolled
over and over until every nuance of every word had been intensely scrutinized for the smallest morsel of possible meaning. In another context, the
cross-examination would have seemed brutal. In this context, given the
repercussions for Mr. Lyons’s career and reputation, I allowed greater leeway
than I might otherwise have done.

7. W HO WAS T ELLING

THE

T RUTH ?

Rob Simone was an honest and fair witness who withstood a particularly
scathing cross-examination by Mr. Lyons’s lawyer. He needlessly apologized
for not being “used to this sort of cross-examination” and explained that he
was not accustomed to thinking in precise chronological order about the
details of events so far in the past.
Under prolonged and intense questioning, he was a highly suggestible
witness, answering “Sure” and “Correct” literally hundreds of times. It was
sometimes difficult to tell whether he was agreeing because he didn’t understand the questions or because he just wanted to get it over with as quickly
as possible. His recollection of the essential facts was strong, though, and he
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was ultimately not shaken on the critical points of the conversation. He was
no longer in the leasing business and stood to gain nothing from his testimony. His memory of the events was also better than Mr. Marentette’s or
Mr. Lyons’s.
Scott Marentette didn’t relish being in the witness box. Unlike Rob
Simone, he was still working in the leasing business—and for a company
doing business with the City. His current employer didn’t even want to be
identified. Clearly, he knew more than he was admitting, but he was also
very fair to Mr. Lyons. He tried very hard to stick to his own recollection,
unclouded by everything else he’d heard and read in the intervening years.
He tried to keep speculation and other people’s views out of his evidence.
He may have been reticent, but he was also believable, and he stood up for
how he had felt at the time of the events.
Mr. Lyons’s testimony has to be considered in the light of the DFS documents he falsely claimed he had destroyed, but which were later found.
Both Mr. Simone and Mr. Marentette testified before Mr. Lyons’s DFS
file had been located and entered into evidence. The contents included the
letter to Dell where he proposed a success fee for himself—the proposal
Dell rejected. There was his memo to file concerning the meeting with Scott
Marentette and Tom Jakobek, and the one describing the June 7, 1999,
meeting with Mr. Simone, Mr. Marentette, Mr. Kelly, and Mr. Mortensen.
There were also records of his meetings and conversations with his main
DFS contact, Mr. Marentette. If Mr. Lyons hadn’t lied about the existence
of these documents, it is possible that they would have refreshed Mr.
Simone’s and Mr. Marentette’s memories and more light could have been
shed on the content, much of which concerned Mr. Lyons’s working relationship with DFS, and Mr. Marentette in particular.
Nevertheless, it was possible to draw some conclusions from what Mr.
Lyons didn’t say. For instance, when confronted with Mr. Simone’s evidence, he didn’t say that he couldn’t for the life of him imagine what he had
said at that meeting to make anyone think he was asking for a bribe on
behalf of Tom Jakobek. Instead, the conversation was so banal to him that
he didn’t even clearly remember how he had asked for $150,000, or whether
he had used the words “success fee.” This came from someone who has been
described as a smooth operator, a kingpin, the most influential guy around,
a power broker, and a rainmaker.
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Compared with Mr. Simone and Mr. Marentette, Mr. Lyons didn’t fare
well as a witness. His story dribbled out, giving the impression that he was
making up the answers as the hearings went along. With respect to the supposed success fee, much of what he said simply didn’t ring true. His
responses were self-serving and raised more questions than they answered.
Moreover, he lied about his DFS documents and he lied about Jim Andrew
being his mole.

8. A S HAKEDOWN ?
Was it a last-minute shakedown for extra cash for himself, a success fee?
Possibly. Mr. Marentette said that’s what he assumed, even though he didn’t recall Mr. Lyons ever once using the phrase “success fee,” either at that
meeting or during any other conversation before or after that meeting. If
Mr. Lyons was indeed seeking a success fee, he was taking advantage of
DFS’s vulnerable position, on the eve of the tender, to enrich himself.
Suppose he did ask for extra fees for himself. Why would an experienced
and smooth lobbyist, a fundraiser extraordinaire, friend to movers and shakers at every level of government, make the rookie mistake of asking for
money from two people who were in no position to give it to him? Why not
ask Gord Barrett, with whom he had negotiated the original retainer? He’d
seen Mr. Barrett at other meetings. Why did he not ask him then, or, having realized his mistake as he claimed, call him later if he felt he was entitled
to a bonus? Why back off simply because of the look on Rob Simone’s face?
Why would he ask himself why he had ever brought it up? These were his
clients. Mr. Lyons was an extremely experienced lobbyist. By his own
admission, there was not one other individual at City Hall who had more
influence than he did between 1997 and 2000. He can also be very charming, as he demonstrated numerous times with counsel at the hearings. If his
clients didn’t seem to understand what he was asking, why would he not
take the time to explain it to them?
The timing of the request makes no sense either. Mr. Lyons had asked
Dell for a success fee at the very outset of his relationship with them. They
had refused. Why then would he wait until the 11th hour to try to get one
from DFS, which he saw as an “adjunct” of Dell? Why would he think he’d
have any more luck with DFS than he had had with Dell, especially as he
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himself saw DFS as a “small orphan” and, among Dell, MFP, and DFS, the
one that needed protecting?
For a few weeks before this meeting, he had apparently been thinking
that this was a big contract and that he’d been a bit foolish not to have
worked out a success fee. He was thinking his fee should have been between
$100,000 and $200,000. If Mr. Lyons thought he should get a success fee,
why did he wait until Scott Marentette set up a meeting with him instead
of setting up a meeting himself specifically to discuss it? Why not go directly
to Gord Barrett, who had retained him in the first place?
What rationale did he use, at that point, to conclude that a $43 million
contract should attract a success fee of $100,000 to $200,000? He said he
based the $150,000 figure on the complexity and size of the contract. But
he knew from the meeting with Mr. Simone and Mr. Marentette that DFS
was going in “skinny,” meaning that, even if successful, DFS wouldn’t reap
much profit. Rob Simone thought it wouldn’t be more than $400,000 to
$500,000 over three years. Why would Mr. Lyons think they would be able
to come up with $150,000 at the last minute, and why would he think he
deserved anything more than his retainer? If he thought he was entitled to
a fee, why not engage in some negotiation with his clients rather than present them with an all-or-nothing amount and then immediately back off?
Mr. Lyons was a powerful lobbyist with 40 years’ experience in the political arena. Success fees, though, were not a standard part of his practice at
that time. At the most, he may have negotiated a success fee only one time
before he asked for this one, and that was for an amount far less than he was
requesting here. Further, as mentioned earlier in this chapter, we heard from
the provincial Lobbyist Registrar, during the Good Government phase of
the inquiry, that only about 5 per cent of registered lobbyists declared contingency or success fees. So if it was not common for him to negotiate a
success fee, and not all that common for other lobbyists either, why would
he disparage these two gentlemen for not seeming to understand the concept of success fees, especially as he never used those words?
From a value perspective, did Jeff Lyons deserve a success fee if DFS had
won? Did he deserve a success fee of $150,000? He said that the DFS
account wasn’t a “big issue” in his office and they weren’t tenaciously pursuing it. In that case, what did he do for DFS that he thought had earned
him $150,000?
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Mr. Lyons worked for DFS for about six months and was paid $18,000.
The activities he acknowledged—namely, an initial meeting with Mr.
Barrett for about 45 minutes, a meeting with Ms. Liczyk and colleagues for
about an hour, five meetings with Mr. Marentette that lasted about half an
hour each, a meeting with Mr. Jakobek and Mr. Marentette that lasted
about half an hour, approximately eight short telephone calls, some memos
to file, and intelligence and strategizing—come to a total of about five and
a half hours. Is that worth a bonus of $150,000 on top of the retainer?

9. A S HAKEDOWN

BY

P ROXY ?

At the meeting with Mr. Simone and Mr. Marentette, Mr. Lyons undoubtedly said, “Tom” said the deal was worth $150,000. And he meant Councillor
Tom Jakobek. This casts the whole conversation in a much more disturbing
light. If Mr. Lyons was truly asking for extra fees on his own behalf, why
would he even refer to Mr. Jakobek? Since when does a City Councillor set
the amount of a lobbyist’s success fee? And why would Mr. Lyons suggest
that MFP and others would pay $150,000? How would he know?
Does “Tom” set the price because “Tom” is a powerful councillor who
can ask for illicit payments in return for a successful tender bid? Tom
Jakobek was the chair of the Budget Committee. The deal would go
through the Policy and Finance Committee, of which he was a member.
Mayor Lastman agreed that he was influential, and he was widely acknowledged as a politician who wielded power at City Hall. Mr. Lyons, with all
his inside experience at City Hall, identified no other politician, up to and
including the Mayor, whose support was critical to the success of this bid.
If any politician was in a position to sell success for a secret commission, it
was Tom Jakobek.
Was Jeff Lyons delivering the message for his close friend Tom Jakobek,
to the effect that his support could be bought for $150,000? That would certainly explain the reference to him; a reference that makes no sense if Mr.
Lyons was simply negotiating his own bonus. And Mr. Jakobek’s relationship
with Dash Domi might explain the reference to MFP being willing to pay.
It would be rather clumsy to baldly ask someone for an improper payment, especially if you don’t know your target well. There are many oblique
ways to ask, and you’d want to leave enough ambiguity in the request to give
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you an escape hatch if it was rebuffed—float the idea in a roundabout way,
gauge the reaction, and back off if it doesn’t look promising. But, obviously,
ambiguity in a conversation doesn’t necessarily imply impropriety or illegality, just because ambiguity is de rigueur in the course of initially asking for
secret payments. And maybe Mr. Jakobek had no idea his name was going
to be used in this fashion. On the other hand, when interviewed by the
OPP, Mr. Jakobek had distanced himself from Mr. Lyons, and he persistently lied to the inquiry about many things.
Mr. Lyons lied to the inquiry about the existence of the DFS file, saying
it was destroyed when it was not. Perhaps he was worried that the DFS file
might contain a smoking gun.
A public inquiry is charged with uncovering the truth to the extent that it
is possible to do so. Therefore, this inquiry could not neglect the responsibility to investigate plausible evidence of an illicit payment request during a
multimillion-dollar government tender. Inquiry investigators and lawyers
responded appropriately and discharged their responsibilities conscientiously.
The conversation that drew so much attention remained what it was at
the beginning: a study in carefully constructed ambiguity. Ultimately, however, the premise that Jeff Lyons was soliciting an improper payment on
behalf of himself and/or Tom Jakobek is plausible. It fit the facts and cannot be eliminated.
But the inquiry was not over. The big issue that came out of a small
meeting was to lead further into the tangled web of Tom Jakobek’s deceit.

K. A LL I S F ORGIVEN AT
MFP—J EFF LYONS I S B ACK
It is easy to imagine that Irene Payne must have felt embarrassed. It was she
who had hired Jeff Lyons, and it turned out that he had also been lobbying
for DFS, which MFP saw as its biggest competitor for the City’s leasing business. She had been angry, and had taken immediate action to terminate his
services. But the falling-out was not to last long. About three months after
Irene Payne fired him, it seemed all was forgiven. Jeff Lyons was rehired.
After MFP had won the RFQ, Mr. Lyons met Irene Payne again over a
friendly, late-summer round of golf, along with Hal Shaw, a senior MFP
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sales representative who worked on provincial accounts. They had a long
talk and discussed MFP’s business objectives. In September, Irene Payne
sent Mr. Lyons a note. Compared with her angry letter to him in May, its
tone was remarkably different, and she included a gift, a small globe for his
desk:
It was really nice to see you again at the Premier’s Golf Charity and I
appreciate your time to meet with Hal Shaw and myself last week . . . .
I know your assistance will definitely help MFP achieve its business
objectives and I am pleased that we sorted out all the details.
Jeff, I look forward to a mutually, beneficial work relationship with
you for a long time.
Please enjoy the small token I have sent your way.

Irene Payne was pragmatic about the change in her attitude. Her harsh
words to Mr. Lyons in the letter in May were, she said, a bit hasty, prompted
partly by nervousness about working with a lobbyist in the first place.
“Obviously, we were pretty upset,” she said, when it became clear that Mr.
Lyons was working for DFS. But, she also said,“the fact is, you get on with
life. . . . If he could have assisted us in another opportunity, so be it.”
Mr. Lyons continued with MFP from September 1999 until January
2002, working on various projects at the three levels of government. Some
of those projects would come up in this inquiry, including the deal for the
photocopier leasing.
When eyebrows were first raised at the City about the contracts with
MFP mid-2001, and four words in a staff report on photocopiers made
councillors start asking questions, Peter Wolfraim turned to Jeff Lyons to
gather intelligence at City Hall. Mr. Lyons gave MFP verbal updates and
said he “had a number of chats” with Mr. Wolfraim about the gathering
storm, which also touched on MFP’s woes in Waterloo and Windsor.
We have now seen the story of the computer leasing RFQ from the perspective of two of the leasing companies vying for the City’s business. What
was happening inside the City? How did the City decide what it needed to
buy, and how to pay for it?

VIII. H OW THE C ITY
M ADE I TS S HOPPING L IST

MOST OF US HAVE TO GO OUT TO SHOP, or at least visit a vendor’s website
to buy things. Governments shopping for millions of dollars’ worth of
goods and services do not have to do that. They make a shopping list and
interested sellers bid on it. That is how the City of Toronto went shopping
for computer leasing services in 1999.
For major purchases, the job of writing out the shopping list fell to
Purchasing (Purchasing and Materials Management Division). Any department needing goods or services decided what it needed, and Purchasing
wrote out the shopping list and went to market. For two reasons, however,
the job of writing a shopping list for computer leasing services was much
more complicated than simply jotting down grocery items missing from the
cupboard.
First, buying leasing services is complicated. Second, Purchasing was
shopping with the taxpayers’ money. The acquisition of millions of dollars’
worth of IT leasing services must get for the City what it needs, but the
process of getting it must also be carried out in a fair and transparent way
that gives the taxpayers value for money. That was Purchasing’s critically
important task.
Lou Pagano, the Director of Purchasing, described his division as a
“gatekeeper” whose job it was to make sure the City’s purchasing guidelines, policies, and bylaws were followed and that the City got the best
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price and value for the taxpayers’ money. In 1998, under the Interim
Purchasing Bylaw, departments could do their own shopping up to a limit
of $7,500. Above that limit, Purchasing took over some of the process, but
not all of it.
When the shopping fell to Purchasing, its function was to design and
operate a competitive bidding process that would be fair, transparent, and
accessible. City policy and bylaws required Purchasing to issue “call documents,” generally tenders—RFQs or RFPs. It was not Purchasing’s job to
judge the needs of departments requesting goods or services. Needs assessment was up to the requesting department, which would tell Purchasing
what it wanted to buy and in what quantity. So although Purchasing wrote
out the shopping list, it was taking dictation from the departments.
In this case, the dictation was given by IT. In the spring of 1999, IT staff
had already started buying new computer equipment. They had also
become convinced that leasing was the best way to upgrade the City’s computer technology assets. Leasing was attractive because the department
wouldn’t need to keep going back to City Council to get approval for more
capital expenditure when it came time to upgrade the equipment, and the
cost could be spread out over a number of years. This, IT staff believed,
would mean the ability to upgrade more frequently. That was why leasing
services were on the shopping list.

A. N O L EASING E XPERTISE AND
N O E XPERT C ALLED I N
Lou Pagano became the Director of Purchasing in April 1998, the first person to hold the position after amalgamation. He brought to the job
experience in municipal purchasing dating back to 1982, when he started
working for the former City of Toronto. Reporting directly to CFO and
Treasurer Wanda Liczyk, Mr. Pagano was responsible for managing and providing leadership and direction to Purchasing, preparing reports to Council
and committees, and developing new and innovative methods of purchasing. In his testimony before the inquiry, Mr. Pagano agreed that leasing
could be considered a new and innovative method of purchasing. It was certainly new to his division.
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Lou Pagano agreed that it was his responsibility to ensure that his staff
were trained in all aspects of purchasing, including relevant legislation and
procedures, and he agreed that his staff should be trained in leasing. But in
1998, with the pressures of amalgamation and staff shortages, there was no
time for training, and none of the Purchasing staff had any formal training
in leasing or any real experience with buying leasing services.
Dave Beattie was the buyer assigned to the computer leasing acquisition.
Although he had attended an MFP presentation by Rob Ashbourne in April
1998, he couldn’t recall any details. He was assigned to work on the leasing
RFQ, but he never received any training in leasing nor did he suggest to his
superiors that he needed any. At the time of the inquiry, Purchasing staff
still had not received any such training.
Faced with that situation, and given the amount of money involved, a prudent division head would surely consider bringing an expert on board before
issuing a call document. Yet Lou Pagano didn’t do that. According to Dave
Beattie, the old City of Toronto had always used consultants for specialized
purchasing work. Perhaps because of his long experience with purchasing, Mr.
Pagano thought that this square-peg acquisition could be hammered into a
familiar, round-hole purchasing process. Neither Mr. Pagano nor his staff
appear to have thought about whether the existing purchasing protocols
suited this acquisition, or what the City needed or wanted from it.

B. B REAKDOWN

IN

C OMMUNICATION

There were new features to this acquisition, including the sale and leaseback. The City bought computers from Dell. It then sold the computers to
MFP and leased them back from MFP: a sale and leaseback. Thus, the sale
and leaseback included both acquisition and disposal. Technically, the City
would be disposing of property, but the property would never really be
gone. In any case, the actual sale of City property was not Purchasing’s
responsibility, except in the case of obsolete or surplus equipment.
Moreover, the point of sale and leaseback is the financing and tax advantages, and it was not Purchasing’s job to analyze those. Its job was to select
the right purchasing method and then carry it out.
But when Purchasing made out the shopping list, it didn’t understand
the leasing transaction as IT envisaged it, including the fact that there was
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a sale and leaseback component. Lou Pagano said that if Purchasing had
understood there was a sale and leaseback, he would have recommended
that IT obtain explicit approval from City Council. There were other very
important things Purchasing didn’t know: IT’s idea was to get an openended deal with an exclusive leasing “vendor of record,” with no limit on
the amount of equipment, no pre-specified lease terms, and no competitive
process for future lease rates. No one in IT ever told anyone in Purchasing
that this was the extent of their plan. Had someone done so, Purchasing
would have approached the draft procurement document very differently.
The type of tender document issued, its contents, and the evaluation of the
bids would likely have been very different.
Moreover, Purchasing had a duty to ensure the fairness of the competition. Not being told exactly what they are bidding on cannot be considered
fair to bidders. Yet that is what happened, and the effects of the lack of communication between IT and Purchasing are discussed in the next chapter.

C. A N E XPLOSION OF PAPER : P URCHASING
AFTER A MALGAMATION
For many months after amalgamation, life in Purchasing was stressful, difficult, and disorganized. For Lou Pagano, it was the most challenging time
of his career. He was not appointed Director until the end of April 1998,
four months after amalgamation. His full management team was not in
place until July or August. The workload ballooned that year, but staff
numbers shrank by more than 15 per cent. The magnitude of the workload is difficult to appreciate without comparing the numbers from
during and after the transition period, along with the most recent figures,
for 2004:
The difference in workload from 1998 to 2001 is startling, as illustrated
by the change in the number of purchase orders and contracts compared
with dollar value. In 1998, the City issued 27,584 purchase orders and contracts for a total value of about $463 million. The workload decreased by
almost half in 1999 but was still more than three and half times the “normal” workload of 2001, even though the dollar amount increased by less
than half. In 2001, with the documents and policies standardized, it took
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Many of the remaining staff were competing for positions in the new City as
staff numbers were cut.
To get all the former municipalities operating under the same purchasing procedures, City Council passed an Interim Purchasing Bylaw in March
1998. This was a temporary measure, which lasted for two years, until a
final purchasing bylaw could be put in place, which has since happened.

D. RFP

OR

RFQ: W HO M ADE
D ECISION ?

THE

In April 2003, Council approved the Auditor General’s exhaustive and
detailed Procurement Process Review report, which contained a host of
observations and recommendations. By then, the City had already started
making some very necessary changes, and it is continuing to do so as I write
this report. In 1998/1999, however, at the critical time when the computer
leasing RFQ was issued and evaluated, the situation was very different, and
it was exacerbated by the amalgamation problems already described.
Dave Beattie, who had carried out the telephone bidding on the councillors’ computer leasing deal back in December 1997, was assigned to
prepare a call document. The document was supposed to describe the needs
of the requesting department and include certain boilerplate text setting out
the conditions for submitting a bid, such as rules about Canadian content,
a fair wage policy for bidders, policies to protect the environment, deadlines
for returning bids, and so on.
As noted, Purchasing had no role in determining the specific business
needs of the requesting department. Purchasing staff didn’t have the necessary expertise for that, which is understandable—they couldn’t possibly
evaluate the need for snowplows, park benches, computers, and everything
else the City had to buy to serve its residents. It was up to the department
that wanted the goods or services to provide all the necessary details for the
call document and set out its needs and technical requirements so that
prospective bidders would know exactly what they were bidding on. The
buyer in Purchasing was only responsible for reviewing the material drafted
by the requesting department to make sure it was not deficient or in breach
of purchasing policies before taking it to market.
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One decision that had to be made before going to market was what form
the shopping list would take. For computer leasing, the City had two types
to choose from: RFQs and RFPs.
RFQs were typically used when the City knew exactly the type and
quantity of goods or services it wanted to buy. The RFQ provided a description of the items or services required and the bidders submitted prices based
on that. The winner was generally the vendor with the lowest bid meeting
all of the specifications and requirements in the RFQ. In other words,
RFQs focused almost entirely on the lowest price for exactly the same thing.
RFPs, on the other hand, were used when a department required a solution to a particular problem that could be solved in any number of ways.
The RFP established the criteria to be met by the proposed solution, and
the proposals were evaluated against those criteria. A scoring sheet was used
to evaluate the responses, and the contract was generally awarded according
to the highest score. In other words, RFPs looked for the best solution to a
given problem.
The choice between an RFQ and an RFP had to be made for the computer leasing business, but whose job was it to make that choice? Answering
that question during the inquiry seemed like a shell game: every time a shell
was lifted, the ball was somewhere else.
Dave Beattie said it was usually the requesting department, not
Purchasing, that decided whether it would be an RFQ or an RFP. I asked him
how the department would make that decision, since staff in the requesting
department wouldn’t necessarily have purchasing experience. Mr. Beattie said
that was true, but at the time, it was “very evident” that IT staff knew exactly
what they wanted: a 36-month lease. Later, Mr. Beattie said that if the
requesting department didn’t know which process was appropriate, it would
be Purchasing’s role to give instruction in even the most fundamental aspects
of whether a request should proceed by way of RFQ or RFP.
Jim Andrew, Executive Director of IT, didn’t think it was the requesting
department’s decision. He said the “choice of vehicle was the responsibility
of the Purchasing Division.” Mr. Andrew was out of the country at the end
of the process but said he “always thought it would have been an RFP, just
by the size,” and that the switch to an RFQ was made at the request of
Purchasing. He said he thought it was Brendan Power, a consultant working on the Y2K Project, who told him about the change.
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Brendan Power also believed the RFQ-versus-RFP decision was
Purchasing’s responsibility. He claimed that Frank Spizarsky, Dave
Beattie’s boss, told him that for the leasing transaction IT was proposing,
an RFQ was the way to go. Mr. Beattie couldn’t say one way or the other
whether Mr. Spizarsky gave Brendan Power that advice. Mr. Power’s testimony was vague on what he told Mr. Spizarsky about IT’s plans, and
he couldn’t recall whether he got into specifics about the leasing program. He “guessed” that he would have outlined what IT was attempting
to do and asked for some direction on the call document, whereupon Mr.
Spizarsky would have told him about the RFQ process. That seems like
a bad guess, since Mr. Power had leasing experience and Mr. Spizarsky
did not. And if he did get that advice from Mr. Spizarsky, why would he
accept it without question? He had experience in leasing with the
Province of Ontario, where this sort of acquisition would certainly have
gone out as an RFP. (For medical reasons, Mr. Spizarsky was not a witness at the inquiry.)
So, if Purchasing and IT each thought it was the other’s responsibility to
make the decision, how was the decision made?
Having looked under all of the shells, it seems that the decision to go
with an RFQ was indeed made by Purchasing, but only because IT gave it
to understand that the acquisition would be a simple question of the best
price for exactly the same thing. If Purchasing had been told the details of
IT’s plans, or had asked the right questions about them, it seems clear that
an RFP would have been the appropriate choice. IT had a problem, and
there could have been many ways to solve it, which points to an RFP not
an RFQ. The tender included hardware, software, and complicated financial considerations like the sale and leaseback. It was not going to be a quote
on quantities of identical paper clips. Again, that points to an RFP as the
appropriate call document.
Even if the line of responsibility for the decision had been clearer, shopping for complicated goods and services would have required teamwork.
The IT department kept Purchasing in the dark about what it was attempting to do, and Purchasing seems not to have asked or didn’t understand.
Certainly, Purchasing should have ensured that IT had thoroughly assessed
the various procurement options available, but it was also up to IT, as the
primary drafter of the tender document, to involve Purchasing early in the
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drafting process. As it was, it appears that no one from IT sent the RFQ to
Purchasing until about two business days before it was to be issued. The taxpayers deserve better from people who are shopping with their money.

E. O NE P ROBLEM P URCHASING D IDN ’ T
H AVE : C ODE OF C ONDUCT
Purchasing staff in the public sector have a lot of money to spend, and
aggressive vendors seeking a competitive advantage might seek to curry
favour with them. Needless to say, that is unacceptable. Public money must
be spent only in the best interests of taxpayers, and not a penny must be
spent in favour of a particular vendor simply because a sales representative
got close to someone in Purchasing or entertained them at company
expense. Codes of conduct for both public servants and private companies
seeking to do business with government must make this very clear.
A unified conflict of interest policy or code of ethics for City staff didn’t
exist after amalgamation until August 2000. It was rolled out in the spring
of 2001, and a copy of the policy was inserted in every employee’s pay envelope. Until then, in the absence of a unified policy, staff were governed by
the policies of their former municipalities.
In the midst of the disarray of amalgamation, the new City was fortunate that Lou Pagano was a man of integrity. He took a commendable,
first-rate approach to conflict of interest issues. Under his direction,
Purchasing staff were governed by a much higher standard in conflict of
interest matters than any other City employees. In fact, if all City staff had
been governed by Lou Pagano’s ethical standards, the suggestions of conflict
of interest that arose during this inquiry could never have been made. For
example, Purchasing staff were not permitted to accept gifts or favours of
any value whatsoever from suppliers—not trips, not golf games, not hockey
tickets, not lunches, not boxes of chocolates, and not even the ubiquitous
coffee mug. Once a year, usually around the Christmas season when he felt
they were most vulnerable to gifts from suppliers, Mr. Pagano would distribute a memo reminding staff of the absolute prohibition on receiving
gifts or favours of any kind. Staff were not discouraged from attending presentation/information sessions put on by suppliers, which could be a
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valuable source of information, but they were required to clear it with their
manager or with Mr. Pagano.
Purchasing staff were also required to abide by the codes of ethics of the
Purchasing Management Association of Canada (PMAC) and the National
Institute of Governmental Purchasing (NIGP). The NIGP code of ethics,
in contrast to the City’s conflict of interest policy and the PMAC standards,
prohibits gifts of any kind—even of nominal value. It is a wise policy for
purchasing staff, because even gifts of nominal value, well chosen to match
the preferences of the recipient, can have influence far beyond their monetary worth.
Lou Pagano would discuss conflict of interest issues at meetings with his
managers and would ask them to convey the substance of these discussions
to staff. This is likewise a commendable practice. It takes persistence to
maintain an ethical working environment. It is not enough to post policies
on the wall and assume they will gain a life of their own. The policies must
be brought to life repeatedly, in day-to-day discussions about how the
department’s work gets done. Only then will sound ethics become as deeply
rooted in a department as they need to be.

IX. D RAFTING THE RFQ:
A B AD B ARGAIN
S TARTS WITH A B AD
S HOPPING L IST

A MAJOR ACQUISITION LIKE LEASING SERVICES for the City’s IT needs called
for a team effort—close communication and co-ordination between IT and
Finance, each bringing to the team unique and crucial expertise. Were they
working as a team when the City went to market in the spring of 1999? In
a word, no.
The leasing transaction had both Finance and IT elements. It was a
means of paying for computer equipment and software, an alternative to
buying, so it was a Finance matter. But it was also a way of acquiring and
upgrading needed hardware and software over time, and the need originated
in IT. Thus, from the very start, both Finance and IT staff should have been
involved, working together, with each looking at the transaction from a particular perspective. That didn’t happen. IT was determined to take the lead
on the project, and didn’t clearly communicate the intention behind the
leasing program. Finance, meanwhile, abdicated its responsibility and was
content to see its role as secondary. IT’s job was to protect the City’s financial interests, but it didn’t do that. IT had its information silo, and Finance
was building up a store of questions that wouldn’t be asked until it was too
227
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late. Looking at the acquisition process as a whole, this fatal error was clear
from the first step: drafting the RFQ.

A. B RENDAN P OWER AT THE H ELM
RUDDERLESS S HIP

OF A

In April 1999, Jim Andrew asked Lana Viinamae to lend him Brendan
Power so that he could be IT’s lead on the computer leasing acquisition
process. Mr. Andrew had known Mr. Power for more than 25 years. They
worked together for years in the Ontario government; indeed, Mr. Power
had been Mr. Andrew’s boss. They also played golf together from time to
time. They didn’t socialize other than that, but Mr. Andrew considered him
a friend. Mr. Andrew never assessed Mr. Power’s knowledge of leasing or his
experience with drafting this type of tender. He made certain assumptions
about Mr. Power’s experience. Later, Mr. Andrew would concede that good
judgment demanded heightened due diligence where friendship was
involved. He never sat down with Mr. Power and asked him exactly what
he knew about leasing and tendering. He had talked to him about leasing
while he was still with the provincial government, and from those long-ago
conversations, he felt quite comfortable that Brendan Power could handle a
project of this size. He was wrong.
After he left the Ontario government in 1997, Brendan Power, through
Brendan Power and Associates (where he was the only employee), offered
his services to third parties as a consultant in business, leasing, or IT-related
matters. Sometime in 1997, he heard through Jim Andrew about a consulting opportunity at what was then Metropolitan Toronto. By this point,
Metro was hiring consultants only from larger entities, so Brendan Power
signed on with EDS of Canada Ltd. Lana Viinamae interviewed him, and
he was hired to be the project manager for implementing a human resources
information system. While on that project, Lana Viinamae asked him to
join the Y2K initiative, and, still an outside consultant, he became Metro’s
representative on the Y2K Committee. After Ms. Viinamae became
Director of the Y2K Project office, she asked Mr. Power to be the project
manager for External Partners and Agreements, still as an outside consultant, reporting directly to her. His job had two broad components, neither
of which prepared him for the leasing RFQ:
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• He and his team were to conduct an inventory of all existing City contracts with outside suppliers that had technology aspects to them. The
purpose was to review these contracts for Y2K compliance and change
them as necessary.
• He and his team were to make sure that all new agreements between the
City and outside suppliers were Y2K-compliant. That included making
sure that all tenders, RFQs, and RFPs issued, and all contracts with the
successful bidders that followed them, properly addressed any Y2K
issues.
As a Y2K project manager, Mr. Power made it his business to know City
government, the relationship between committees and Council, and how staff
reported to Council. He knew that Council relied on information from staff,
and he understood the importance of giving Council complete information.
Just as all roads lead to Rome, all fingers pointed to Brendan Power with
respect to the leasing RFQ. He had a role in the discussion regarding
whether the call document should be an RFQ rather than an RFP, he
drafted much of the RFQ, he consulted with Nadir Rabadi on the appropriate financial analysis, he revised the report to the Policy and Finance
Committee, he negotiated the lease terms with Rob Wilkinson, he was the
central figure in the computer refresh and leasing programs, he instructed
the City’s outside counsel on legal issues—and the list goes on. By the time
he testified, Mr. Power appeared to have very little recollection of what he
had been thinking at those critical times.
He was considered knowledgeable, experienced, and reliable, but when
it came to the RFQ project, he demonstrated little of any of these qualities.
The City staff involved in these transactions all assumed that Mr. Power
would take charge, that Mr. Power would perform the necessary due diligence, and that Mr. Power would see to it that Council was fully informed
about the recommended acquisitions. How could so many people have
been so wrong? He must have given a very different impression in the office
than he gave when he was in the witness box.
The best thing that can be said, perhaps, is that he wasted none of the
time of busy staff at City Hall by pestering them with questions as he
moved the RFQ through reporting to the Policy and Finance Committee,
negotiating with MFP, and rolling out equipment.
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From 1993 to 1999, Mr. Power had been Manager of Corporate
Contracting Services in the Ontario government’s Management Board
Secretariat. During that time, he worked on about 20 RFPs, only two of
which involved leasing. He drafted some RFPs and assigned others to the
team reporting to him. Mr. Power was part of a team involved in drafting
the RFP that MFP won to become the Province’s leasing vendor of record
in 1992. The program was re-tendered in 1996, and GE Capital won the
leasing business. Between 1992 and 1996, Mr. Power met often with MFP
representatives, primarily with Irene Payne and occasionally with Rob
Wilkinson. Brendan Power considered Mr. Wilkinson a leasing expert.
MFP employee Sandy Pessione had also worked for Mr. Power when they
were both at the Province.
Mr. Power’s only other experience with IT leasing was during two years
in the early 1980s when he was the manager of the Queen’s Park computer
centre, where he had some involvement in purchasing and leasing computers. Thus, he had some limited experience in leasing hardware, but the
Province would always retain leasing experts to help with this work.
Nevertheless, when he left the provincial government in 1997, Mr.
Power marketed himself as a consultant in “business or leasing or IT-related
matters.” But looking back on the events of 1999, he said he didn’t consider
himself an IT leasing expert. “I would not put myself in the expert category,” he would say at the inquiry.
Armed with some experience, but admittedly not an expert, Mr. Power
became the lead person on the acquisition, including drafting the RFQ.
And he was virtually unsupervised by senior IT staff. We still don’t know
whether Mr. Power reported to Jim Andrew or Lana Viinamae when it came
to his involvement in the RFQ. It appears that he really reported to no one.
So it was left to Brendan Power. Neither Jim Andrew nor Lana Viinamae
read the RFQ before it was issued to the public. Mr. Andrew thought his
involvement was unnecessary. Once again, as with the earlier computer
hardware RFP, he took the utterly illogical and indefensible position that, if
he provided the appropriate senior management hands-on oversight, there
might be a perception of undue influence. Because he was in a senior position, Mr. Andrew explained, Mr. Power and others below him might feel
bound to accept his changes. Even if one were to accept this bizarre rationalization for not adequately supervising staff, it seems odd to take this
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position vis-à-vis Mr. Power, who had, at one time, been Mr. Andrew’s boss.
Now that the tables were turned, surely Mr. Andrew couldn’t presume that
someone in Mr. Power’s position would be intimidated or unduly influenced by him.
As the RFQ was being finalized in the last week of May 1999, Mr.
Andrew was on vacation in Britain. That was the occasion when he had
already planned a trip to Scotland to see a sporting event, but took the
opportunity to have a supplier pay a large part of his travel expenses in
exchange for a brief meeting in London. Mr. Andrew would later say that
he was eager to be in the U.K. for that game, whoever was paying for it, and
the fact that it took place during the critical finalization of the draft RFQ
didn’t justify passing up that opportunity. In retrospect, he thought this was
bad judgment on his part.
Mr. Andrew detached himself from precisely the role he, as a senior
manager, should have been discharging: reviewing the work of his staff with
more experienced eyes and directing changes where necessary. He handed
off a multimillion-dollar RFQ to a consultant whose qualifications he didn’t properly vet, and walked away.
It was difficult to get yes-or-no answers out of Lana Viinamae, but it
seems she assumed that Jim Andrew was supervising Mr. Power’s work on
the RFQ. In any case, she could see no reason why he wouldn’t. In her view,
it was absolutely necessary for the RFQ to be carefully reviewed by the head
of IT to ensure that its requirements were included in the document.
Apparently, only Jim Andrew had the odd view that senior management
supervision somehow constituted undue influence.
Lana Viinamae likewise failed to make sure that the RFQ protected the
City’s interests, although her accountability was much less than that of Jim
Andrew, and, in fairness to her, she had been very busy with Y2K matters
at this time. While Mr. Andrew was on vacation during that last week of
May, Ms. Viinamae was the Acting Executive Director of IT. In his absence,
she didn’t review the draft RFQ. She received a copy by e-mail but didn’t
read it. She said Mr. Andrew hadn’t explicitly asked her to, so she wasn’t
aware that she was supposed to read it. This showed unexpected lack of initiative for a senior City manager. She filled Jim Andrew’s shoes in name but
didn’t do the job. Incidentally, she coveted the job and was demonstrably
angry when she didn’t get it.
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Mr. Andrew also saw the RFQ only much later, after it became controversial. His hindsight observations about what would have concerned him
had he been doing his job properly were predictable—and useless: It should
have been an RFP, not an RFQ. The sale and leaseback element should have
been made clear, listing the specific assets. It should have said that the successful bidder would be the City’s vendor of record. It should have listed all
of the equipment the City would need over the three-year term. A generic
method for calculating quarterly lease rates should have been built in. A
method for calculating future lease rates should have been built in. The City
should have reserved the right to reject any bid that didn’t meet all the criteria. And, if the City wasn’t satisfied with the lease rate after the 90-day
guarantee period, it should have had the right to go to the next-lowest bidder or re-tender. It was a long list, but he missed one very important point:
The RFQ should have been clear about how much the deal was really worth.
What were Finance staff doing in the meantime? Two divisions from
Finance, Purchasing and Materials Management Division and Treasury and
Financial Services, had some limited involvement in drafting the RFQ.
They made some minor revisions and suggestions (ignored by Mr. Power).
Otherwise, they took a hands-off approach. This was unfortunate. Not only
did Finance staff not ensure that the RFQ reflected the City’s financial
interests, but they also failed to understand the scope of the leasing deal IT
was contemplating. The drafting of the RFQ would have been the first
opportunity for staff from Finance and IT to sit down together and discuss
what they expected leasing in general to accomplish. Had they done so, they
could have drafted a full and complete RFQ and, in the process, laid the
groundwork for staff co-operation in the oversight of the leasing program.

B. S TARTING WITH THE W RONG T EMPLATE :
K ARIM K ASSAM ’ S D RAFT RFP
Early in the inquiry’s investigations, an RFP dated April 30, 1999, clearly a
draft, turned up among the documents produced to the inquiry by MFP. It
came from Dash Domi’s files and looked as though it might have been an
early draft of the computer leasing RFQ. Several witnesses were asked about
it, but no one knew where it came from. Eventually, it came out that City
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staff didn’t write this draft RFP. A private IT consultant, Karim Kassam,
who had done work for MFP and hoped to market his services to the City,
gave the draft to Jim Andrew. That happened on April 29, 1999, when Mr.
Kassam went to see Mr. Andrew with Dash Domi. A few days later, Mr.
Andrew gave it to Brendan Power to use as a template.
With penetrating hindsight, five years later, Mr. Andrew said, “I took the
document Mr. Kassam offered me and passed it along to Mr. Power without
the slightest heads-up. It’s not good judgment when I think about it now.”

C. A S TRANGE R EQUEST
TOM J AKOBEK

FROM

On May 17, 1999, a little over two weeks after Tom Jakobek’s controversial trip to Philadelphia with Dash Domi, Jim Andrew e-mailed Tom
Jakobek the draft RFQ at his request. The request was highly unusual. In
Mr. Andrew’s experience, councillors had never been interested in the
mechanics of a tendering process before, and to the extent that they
thought about tendering, it was after staff had finished drafting and evaluating the tender document.
Nevertheless, Mr. Andrew didn’t tell his boss, Joan Anderton, about the
unprecedented request. If he had, perhaps she would have questioned it or
seen it as inappropriate. Perhaps Councillor Jakobek would have been asked
why he wanted to see it. In any case, the extraordinary request should have
gone on record. Lack of control over the security of the draft RFQ was yet
another preventable error.

D. T HE C ATALOGUE
1. T HE W RONG D OCUMENT

OF

E RRORS

IN THE

F IRST P LACE

There are several reasons why an RFP would have been more appropriate
than an RFQ, as already mentioned. The right document with the right
information would have resulted in realistic responses. And ultimately,
Council would have known what it was being asked to approve.
Dave Beattie was the Buyer in Purchasing principally involved in the
RFQ. Like the others involved in the process, he had no training or experi-
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ence in leasing, no understanding of the City’s needs, and no appreciation
of whether his Purchasing forms and protocols fit those needs or not. The
mild-mannered Mr. Beattie rolled out the RFQ as though it called for the
purchase of a quantity of road salt. He did nothing different for this acquisition. He focused on the mechanics of a competitive and fair bidding
process without understanding the acquisition itself. Mr. Beattie had been
a buyer at the old City since 1985. He left this job in September of 1999.

2. T HE B IDDERS D IDN ’ T K NOW W HAT
T HEY W ERE B IDDING O N
The RFQ was riddled with specific mistakes, but there was one overarching
problem: the City didn’t make clear what it was buying. How can bidders
be expected to come up with bids on financing something when they don’t
know what that something really is?
Dave Beattie knew that it was unusual for an RFQ not to give a specific
dollar volume for the acquisitions. That information was missing, but, contrary to his usual practice, he didn’t bother to get this information from IT.
So when the RFQ hit the street, the bidders were effectively asked to bid on
financing something without being told how much the product was likely
to cost. Mr. Beattie didn’t know the City planned a $43.15 million transaction until the puzzled bidders asked.
The City finally revealed the amount in an addendum to the RFQ on
June 7, 1999. Even before then, though, Brendan Power should certainly
have noticed this significant omission.

3. O NLY

A

C RYPTIC C LUE

TO THE

S ALE

AND

L EASEBACK

IT planned for the leasing program to go back in time, so to speak, taking
in the hardware and software already acquired as part of the Y2K program.
It would be sold to the successful bidder, who would lease it back to the
City: a sale and leaseback. But the City didn’t have an inventory or even a
plan for how to execute the sale and leaseback portion of the transaction.
The RFQ contained only the merest hint that a sale and leaseback was
involved. That was in a table listing the City’s hardware and software configurations, which said: “City hardware and software configurations (typical
new configurations) already purchased or to be purchased in 1999.”
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That was it. From two words in a table, “already purchased,” potential
bidders were expected to divine that there was a sale and leaseback component to be figured into the bid. Not surprisingly, not all bidders got the clue.
MFP did, because it already knew about it before the RFQ was made public, and DFS did, because it knew many of the computers in question had
come from Dell. Compaq did, but mentioned the City’s “limited information” on the sale and leaseback.
Dave Beattie didn’t notice the cryptic clue to future acquisitions. He
should have, because in his view, it was inappropriate for an RFQ to contemplate future agreements.

4. O NE H AND D IDN ’ T K NOW W HAT
OTHER WAS D OING

THE

What the City was buying wasn’t clear in the RFQ because it wasn’t even
clear between the City departments involved in drafting the shopping list.
Finance staff thought that the RFQ was a one-off transaction, applicable
only to the hardware and software acquired in 1999. In their minds, the
purpose of the RFQ was to seek a one-time lessor for a one-time lease of
$43.15 million worth of hardware and software. They didn’t see leasing as
a way to finance all future IT acquisitions as a matter of policy.
IT staff were operating under an entirely different assumption. They
expected that all future hardware and software acquisitions would be leased
as a matter of policy. The acquisitions would still have to be properly budgeted, but once that financial hurdle had been cleared, all hardware and
software would be leased. The leasing program was not limited to $43.15
million, or indeed to any other amount. It was intended to be an ongoing
way of acquiring hardware and software.

5. A N E XCLUSIVE R ELATIONSHIP
Since Finance staff thought that the RFQ was for a one-time transaction,
they obviously didn’t think the City was looking for a vendor of record. IT
staff believed that the purpose of the RFQ was to acquire a vendor of record
for leasing, which would have all of the City’s leasing business for a threeyear term. But the RFQ didn’t specify that the City was seeking vendor of
record or exclusive vendor of record status for the successful bidder.
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This was, of course, the heart of the problem for the leasing RFQ. IT
had one idea about the future of the relationship and Finance had another.
Had they communicated, even about this one issue, it is quite possible that
it would have forestalled the problems that followed. The report to the
Policy and Finance Committee would have been clear about IT’s plans, the
sale and leaseback would have been explained and its tax implications would
have been taken into account, and the subsequent logistical problems would
have been avoided. The leasing program might have been properly administered, including monitoring of the lease rate factors, with adequate
financial analysis and oversight.
None of that happened, yet IT would go on to administer the leases as
if Council had approved MFP as the vendor of record. It would also ignore
the Council-approved limit of $43.15 million.

6. T HE 90-D AY R ATE G UARANTEE :
C UTTING I T TOO C LOSE
The RFQ closed on June 11, 1999. The 90-day period for which bidders
guaranteed their rates would therefore expire on September 11. Most of the
90-day window was during peak summer vacation time, when many decision-makers would be away. Yet no one discussed this serious logistical
problem in advance.
Even worse, the 90-day window was not 90 working days. A contract of
this magnitude required committee and Council approval, as everyone
involved knew. Council would meet at the end of June, at the end of July,
and then not until the end of September, Therefore, to get a final decision
within 90 days, all of the City’s internal analysis would have to be done,
written up, reported to the Policy and Finance Committee, and submitted
to Council with enough time allowed to give councillors a chance to read a
complicated financial report before the July meeting. And those with experience at City Hall know that the last meeting of the summer means a long
agenda for Council, with all kinds of items added at the last minute.
Council did vote on the deal in late July, as it turned out, but when the
RFQ was drafted, there was no guarantee they would. Even so, late July left
only August and a bit of September to negotiate and execute a complicated
multimillion-dollar leasing contract for thousands of computers spread out
across the City, and to get all the computers leased. It was hopelessly unrealistic.
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7. N O M ANDATORY R EQUIREMENTS ,
N O D ISQUALIFICATION
The RFQ didn’t specify any mandatory requirements for bidders, so naturally it didn’t state that any bids not meeting the mandatory requirements
would be disqualified, either. The RFQ asked the bidders to describe the
mechanism for changing the lease rate but didn’t say there would be consequences for not doing so.
MFP was vague in its response to this section, and it is reasonable to suppose that it would have complied if this element had been a mandatory
requirement, with non-compliance being clear grounds for disqualification.

8. E XPERT A DVICE : TOO L ITTLE , TOO L ATE
Brendan Power knew IT wanted to select a vendor of record to lease hardware and software. He knew the RFQ contemplated a sale and leaseback. He
believed that about $65 million of assets were involved. He was aware that a
refresh strategy was required. Yet, knowing all of this, and knowing from
prior experience that the Province always retained experts to help on leasing
transactions, Mr. Power didn’t think it necessary for the City to retain outside leasing experts to help draft the RFQ and evaluate the responses.
Mr. Power also knew that he could seek legal advice from City lawyers,
and from outside legal counsel specifically retained to assist with Y2Krelated matters. Yet he didn’t involve either external or internal legal counsel
in the drafting process because he didn’t think they would have improved
the document. In his view, most of the RFQ was boilerplate that he
assumed had been approved by the Legal Services Division.
Mr. Power claimed he did recommend to Ms. Viinamae and Mr.
Andrew that the City hire outside experts in law, leasing, and asset management. But that was only after Council had already approved the report,
when he thought expertise was needed to manage the contracts between the
City and MFP. While expert advice would have assisted the City as it
administered the leases, Mr. Power should have recognized the need for
advice much earlier. Mark Fecenko, the outside counsel Mr. Power should
have consulted early, had written a book on the subject. In it, he noted the
importance of involving legal counsel early in the procurement process,
before the call document is final, so that the deal contemplated will be accu-
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rately reflected in the eventual agreement with the successful vendor. By the
time Mr. Power sought advice, it was too little, and much too late.

9. T HE P ROVINCIAL AUDITOR ’ S R EPORT:
A H ISTORY L ESSON I GNORED
An ironic feature in this catalogue of errors is that the mistakes had been
made before—by the provincial government. A full account of those missteps was set out in the Provincial Auditor’s report, which was publicly
available. Unfortunately, no one at the City read it.
In 1998, well before the City began working on its own computer leasing RFQ, the Provincial Auditor criticized the computer leases entered into
by the provincial government. Mr. Power said he knew about the Auditor’s
report, and knew that it criticized the way the Province had set up certain
leases. In fact, he knew more than that: he had worked at the Province on
the very computer leases with MFP that the Auditor criticized. Yet he didn’t read the report and knew nothing of the details. For his part, Mr.
Andrew knew there were “issues” with the Province’s leases, but he didn’t
follow up with Mr. Power.
According to the Provincial Auditor, the Province had made many of the
same mistakes that the City was about to make, such as signing a contract
without a complete analysis of requirements (leading to adjustments that
meant added cost), extending leases without making sure the rates would
remain competitive, not getting early legal advice to protect the government’s interests, adding to the deal without a proper competitive process,
and leasing for five years assets that had a useful life of three years, thus having to pay a premium to upgrade during the term of the lease—and thus
ensuring continued dependence on the leasing company without any assurance that its prices would remain competitive.
It is outside the scope of this inquiry to determine whether the
Provincial Auditor was correct in his serious criticisms of the Province’s leasing program. However, had the City, embarking on a similar program, paid
attention to the Auditor’s report, it might have raised some critical questions. This illustrates that not only is communication within departments
of a government important, but it is also important and potentially useful
to be aware of the experience of other levels of government.
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B LAME ?

There is enough blame to go around, but Brendan Power, as the person
responsible for drafting the RFQ, must bear the brunt of the blame for the
woefully inadequate RFQ. He admitted after the fact that he was no leasing expert, but at the time, he certainly gave the impression that he was
knowledgeable in that area. Since he knew himself to be unqualified for the
task, he should have said so and should have made it clear that expert advice
was necessary early on.
Jim Andrew, as the head of the department driving the RFQ, abdicated
his responsibility entirely; first in assigning Brendan Power to lead the RFQ
process without questioning his fitness for the task, then in failing to supervise him in any way. His notion that he should not influence his
subordinates, if that’s what he truly believed, was just plain bizarre; but it
seems more like an excuse for sheer laziness. It was certainly abandonment
of his managerial responsibilities. His hindsight list of what was wrong with
the RFQ, five years after the fact, only served to demonstrate that he had
indeed been in a position to prevent the disaster that followed, yet he had
done nothing. His hindsight acknowledgment of his bad judgment, such as
assigning Brendan Power without due diligence, going on vacation (largely
at supplier expense) at the critical time, and giving Brendan Power an MFPfriendly consultant’s template to work from, didn’t help.
Lana Viinamae, though under pressure with the Y2K Project, also
received the draft RFQ. Brendan Power sent it to her by e-mail on May 18,
and outlined the business decisions that had to be made before it was finalized, including the lease term, the value of the leased equipment, the
question of whether decisions to replace equipment and “refresh” the lease
would be made centrally or by each department, and the number of times
refreshes would be allowed during the lease. Mr. Power said he did discuss
these decisions with Ms. Viinamae at some point after that e-mail, but he
drew a blank on the outcome of the conversation. Lana Viinamae said she
didn’t read the May 18 draft, nor did she discuss it with Mr. Power.
Ms. Viinamae’s lack of interest in the RFQ is surprising, given that, as
Director of the Y2K Project office, she had a great interest in the equipment
to be leased by the City. She should have reviewed the drafts of the RFQ
that were sent to her specifically for review, or if she was not going to review
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them, then she should have made sure that others knew they should not be
looking to her for input. Her involvement in leasing in May and June 1999
may have been minimal, but given that she was the acting head of the division during part of that time, I would have expected her to at least review
the RFQ and get advice if she didn’t understand it. Ms. Viinamae wanted
Mr. Andrew’s job when he left. When she had it in an acting capacity, she
should have demonstrated the leadership qualities required of such a position, and should have taken more interest in the May 26 draft of the RFQ.
Purchasing had a quite limited role in drafting RFQs generally, understandably leaving the part that required specific expertise to the client
department. As it is primarily a service/process-oriented division, its staff
couldn’t possibly be experts in everything the City purchases and no one
would expect that of them. Nonetheless, with only a few thoughtful questions, either Lou Pagano or Dave Beattie might have been alerted to some
of the problems that affected the City’s financial exposure. Certainly, I
would have expected them to be alert to whether the call document should
be an RFQ or an RFP, and to speak up if they didn’t agree with the plan.
Other Finance staff could also have been more on the ball. Nadir Rabadi
did make a number of helpful suggestions on the draft RFQ. For example,
he recommended that bidders be asked for 60-month lease rates in addition
to the 36-month and 48-month rates in the draft. If the City had had that
figure from all of the bidders, it would have been able to evaluate whether
MFP was the lowest bidder under a five-year lease. Since the City did eventually change the lease term to 60 months, MFP effectively got that business
without competition because the bidders were not asked for those rates.
But Mr. Rabadi’s suggestion never made it into the final RFQ. Don
Altman and Len Brittain, who supervised Mr. Rabadi, didn’t pay much
attention to this RFQ; they were relying on Brendan Power. Their confidence in him, while misplaced, is understandable. Mr. Power was (wrongly)
touted as a leasing expert. Nevertheless, had they considered some of Mr.
Rabadi’s thoughtful suggestions carefully or had they asked a few more
questions of IT staff about the hazy components of the draft, they would
have been alerted to at least some of the problems.
The drafting of the RFQ was the foundation of further problems that
would plague the City’s leasing program. At every turn in the drafting
process, key participants failed to protect the City’s interests. But the City
had its shopping list, however flawed, and it was going to market.

X. MFP’ S R ESPONSE
TO THE RFQ

A. W HAT WAS THE D EAL
R EALLY W ORTH ?
WINNING THE CITY’S LEASING BUSINESS would be a feather in any company’s cap. MFP wanted that prize, and it was prepared to be aggressive, in
pricing and relationship building, to get it.
The City’s RFQ of May 31, 1999, was far from clear about some of its
important features, including the big one: How much was the deal worth?
Even senior people at MFP had various interpretations of its central feature,
and so did other bidders such as DFS and Bombardier.
Rob Wilkinson of MFP could see that the real size of the deal was very
unclear. The value of the assets listed in the Estimated Leasing Volumes
chart totalled $43.15 million. But reading the whole document revealed to
him that this figure covered only the assets to be leased in 1999. The bidders had questions, and the City issued an addendum on June 7, but that
didn’t make the ultimate size of the deal any clearer because the RFQ still
retained a clause on “major software acquisitions,” which read:
The City may from time to time negotiate separate corporate license
agreements for major software acquisitions and expects the Respondents
to incorporate these costs into a lease agreement.
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The vagueness of the ultimate value didn’t bother Rob Wilkinson. It left
the door open. He turned his attention to crunching the numbers for the
1999 component: “The rest of it was going to be whatever it was going to
be. We knew it was [a] large account.”
Under Usage Assumptions in the RFQ, he saw that about 9,000 desktops would be installed in 1999, and it was “anticipated that another 4,000
desktops will be installed during the term of an agreement resulting from
this RFQ.” He interpreted that to mean that 4,000 desktops would be
installed after the 1999 calendar year.
Other MFP executives were reading the RFQ, too. Mike Flanagan,
Senior Vice-President of Sales and Trading, also thought the three-year lease
could be much more than $43.15 million and would include more than the
hardware. Servers and software might be added, and the software licences
alone could amount to $10 million or more. Brian Stevens, Vice-President
of Debt Placement and Treasurer for MFP, thought $43 million was “sort
of a start.” There would be 13,000 PCs all together, and a “whole whack”
of software of undetermined value. Sandy Pessione thought the total could
be more than $80 million, adding up the estimated leasing volume of $43
million, the planned major software acquisition of $10 million, and another
4,000 desktops, plus the servers, network gear, and other devices. It was a
“major deal.” MFP’s President, Peter Wolfraim, put the estimate between
$75 million and $100 million. Later, he would say that “it looks as if we
don’t understand the deal very well, at least in hindsight.”
MFP was not the only bidder thinking the real deal could be for $80
million to $100 million. Dan O’Neil of Bombardier agreed that any reasonable person who read the document would expect the business to be
significantly more than $43 million. Scott Marentette of DFS thought it
could range from $40 million to $100 million; his boss, Rob Simone, estimated that it could be worth up to $150 million.

B. E XACTLY W HAT W OULD B E L EASED ?
Another source of ambiguity in the RFQ had to do with the sale and leaseback arrangements. The City had already bought some of the 9,000 Dell
desktops mentioned in the RFQ. How many? How old were they? What were
the specifications? Were there other older computers? The RFQ didn’t say.
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Sandy Pessione of MFP said the City should have spelled out the sale
and leaseback component in the RFQ and asked for specific rates on the
desktops the City already owned.
Both Robert Simone and Scott Marentette thought a sale and leaseback
was part of the transaction, largely because it involved the Dell computers
the City had already bought. But because they didn’t know exactly how
much of the total would be the new Dell equipment, they included a caveat
in their response to the RFQ: “All lease rates exclude sales-lease back equipment. Sale-lease back rates will be negotiated based on the age of the
equipment and due-diligence.” On the other hand, Dan O’Neil of
Bombardier was unaware of any reference in the RFQ to a sale and leaseback. And Compaq knew, but it asked the City to provide more detail
about the equipment before it would provide a lease rate.

C. H OW M ANY W INNERS W OULD
S HARE THE P RIZE ?
Yet another aspect of the RFQ that was open to interpretation was whether
more than one vendor would get a piece of the leasing business. Mr.
Pessione thought the City was looking for only one. Rob Wilkinson read it
differently, as did Peter Wolfraim. It was only after MFP was awarded the
bid and Mr. Wilkinson began to work on the deal with City staff that he
realized that MFP was the “single chosen one.”
The other bidders also came to different conclusions. Scott Marentette
of DFS thought there would be a single vendor, but Dan O’Neil of
Bombardier believed there would be more than one.

D. E NCOURAGING S IGNS AT THE C ITY:
T HE P ITCH TO MFP’ S I NVESTMENT
C OMMITTEE
Rob Wilkinson put together a memo and a “yellow sheet” showing the proposed pricing on the bid for MFP’s investment committee meeting on June
10. The memo described the opportunity: an RFQ for 9,000 Dell desktops,
175 servers, and 200 notebooks.
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Historically the City had bought computer equipment instead of leasing, but Rob Wilkinson reminded his colleagues of MFP’s $1 million
leasing deal for the councillors’ computers at the end of December 1997.
MFP had since made further inroads with the City, he told them. The
memo went on to say that MFP had been the driving force for the last six
months in convincing the City to lease. They had developed “very strong
relations” with Councillor and Budget Chief Tom Jakobek, CFO and
Treasurer Wanda Liczyk, and Jim Andrew, the Executive Director of IT,
whom they identified as the key decision-makers “for this project and many
other opportunities within the City.”
Rob Ashbourne, Dash Domi, and other MFP people had been meeting
these important City decision-makers for months. The City trio had been
enjoying Dash Domi’s lavish hospitality while MFP was trying to persuade
them that leasing with MFP was the way to go. Irene Payne thought that if
MFP’s bid was competitive, the company had done enough to convince
these City officials that MFP was the right choice.
Rob Wilkinson would later say he was embellishing somewhat when he
said MFP had developed “very strong relations” with Tom Jakobek, Wanda
Liczyk, and Jim Andrew. And it was the same with his comment that MFP
had been the “driving force” in convincing the City to lease. He didn’t talk
to Irene Payne or Dash Domi about it before he wrote the memo—he was
embroidering it because he sensed they were very eager to win the bid. He
wanted his memo to reflect their enthusiasm, and he wanted to convince
MFP’s investment committee to invest in the deal. He succeeded.
Peter Wolfraim was convinced. As President of MFP and a member of
the investment committee, he was ready to bid to win, and he was encouraged by the “strong relationships” with the decision-makers at the City. He
would later agree that the achievement of landing a deal with the fifthlargest City in North America would be good for future marketing, too.
The strategy Rob Wilkinson laid out was to emphasize the importance
of vendor independence and MFP’s value-added services. He also pointed
to the “known opportunities” presented by the City’s 1999 and 2000
budget constraints: “Once the deal has been awarded we are confident in
the opportunities to enhance our deal.” One known opportunity was the
sale and leaseback of another 4,000 desktops, but there were other possibilities. IT leasing would be attractive to the City because of its budget
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constraints, but the same might apply to other assets, such as the City’s vehicle fleet. As MFP’s Mike Flanagan acknowledged, the objective was to get a
substantial toehold so that the company could benefit from more opportunities at the City.

E. S QUEEZING FROM B OTH E NDS : T HE
P RICING S TRATEGY
Sandy Pessione and Rob Wilkinson were the primary authors of MFP’s
response to the RFQ. Mr. Pessione drafted the response and Mr. Wilkinson
provided the numbers—the rates, the tables, and the purchase factors. Dash
Domi hadn’t been involved in the presentation to MFP’s investment committee and didn’t participate in any of the discussions about pricing.
Irene Payne acknowledged that price was the critical factor in winning
the RFQ, as did Mike Flanagan. If MFP’s rates were not the lowest or near
the lowest, the forcefully cultivated relationships with City officials and
MFP’s value-added services wouldn’t tip the balance in its favour.
Rob Wilkinson’s yellow sheet, attached to his memo to the investment
committee, set out the proposed pricing. It would be a 36-month lease
totalling $43,150,000, consisting of hardware at $31,200,000 and software
at $11,450,000. The debt rate (the rate at which MFP expected to borrow
money for the deal) was 6.5 per cent. Under “Net Cash Margin” was a negative amount: <$1,451,106>.
The net cash margin number is the most significant figure. It represents the potential profit or loss, on paper. On paper, MFP stood to lose
almost $1.5 million. Businesses rarely intentionally lose money, so what
was the strategy? Would the potential future opportunity make up for the
“loss”? Perhaps, in part, but it would take a great deal of future opportunity to make up that shortfall. A closer look at the pricing reveals other
possibilities.

1. T HE F RONT E ND : T HE L EASE R ATES
As explained earlier in “Leasing 101,” lease pricing has two components: the
“front end,” which is the lease rate, and the “back end” or “residual value,”
which is a value put on the equipment at the end of the lease term. To
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balance risk, a leasing company can price its proposal attractively at either
the front end or the back end, but usually it won’t do both.
The RFQ asked bidders to give a monthly lease rate for the 90-day
period after the closing of the RFQ, plus a mechanism for calculating any
changes to the lease rate during the balance of the term:
The Respondents must provide the monthly lease rate per $1,000 of cost
which will be used in calculating lease payments. This lease rate must
remain valid for a period of a minimum of 90 days from the closing of
the RFQ. The Respondents must provide a mechanism for any changes
to this lease rate during the term of the agreement. A complete description of this mechanism must be included as part of the Respondent’s
response.

As Rob Wilkinson read this part, he was pleased that it gave MFP “a little bit of latitude in terms of interpreting what was meant by the
mechanism.” He based the bid on a monthly lease rate for the 90-day
period of $25.30 or $30.48 per $1,000, depending on the item. The purchase option per $1,000 of purchase price was 17 per cent.
As for the mechanism for changes to the lease rate after the 90-day
period, the MFP response addressed it this way:
The lease rate factor shall be adjusted every calendar quarter, commencing October 1, 1999. MFP will provide the City with revised pricing
grids which shall be amended to reflect changes in technology and the
prevailing market conditions which includes the underlying base interest
rate.

Mr. Wilkinson was responsible for that nebulous language. Unlike the
competition, he decided not to quote a rate tied to any index or benchmark,
such as a bond rate. That would increase the risk to MFP on future deals,
but it was better for MFP to leave in an element of ambiguity. Mr.
Wilkinson maintained in the witness box that he had believed it was better
for the City, too. He said the City was “going to get the best price under
those circumstances.”
Most bidders seem to try to get some “wiggle room” or flexibility, but
some are prepared to tie their rate to something specific. For example, bidders such as Bombardier, IBM, Compaq, and DFS all specified in one way
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or another in their bids that the Government of Canada Bond Rate would
be used to calculate changes to the lease rate after the 90-day period and
during the term of the agreement.
At the inquiry, Mr. Pessione said that the City might have asked MFP to
be more specific on the price mechanism if it had found the terms deficient,
or it could have disqualified MFP from the bid, but MFP was prepared to
take that risk. Peter Wolfraim agreed that MFP’s response did not really
describe a mechanism to determine lease rates beyond the 90-day term. Like
Mr. Pessione, he said that “if the City had a problem with it,” it could
“either have come back and asked us about it, or thrown us out along with
everybody else that responded the same way.” Years later, when City Auditor
Jeff Griffiths was reviewing the City’s contract with MFP, he concluded that
MFP’s rate-setting provision was vague.

2. T HE B ACK E ND : T HE R ESIDUAL VALUE
Rob Wilkinson knew that Irene Payne wanted to bid aggressively. He also
knew that GE Capital had bid about 14 per cent equity on work for the
governments of Ontario and British Columbia and that DFS had been pricing deals at 14 to 15 per cent.
MFP’s front-end lease rates were significantly lower than those offered
by the other bidders. That aspect alone placed MFP at the front of the pack.
MFP didn’t usually quote aggressively on both ends of a lease, but it was
worried that if GE’s bid was 14 per cent for equity and 17 per cent for the
purchase option, it could outbid MFP. As Mr. Wilkinson said, GE could
“potentially get more aggressive so we were trying to cover it at both ends.”
He agreed that it was unusual and risky, but MFP did squeeze the price at
both ends. After talking it over with Ms. Payne, the two decided to try to
get the investment committee to agree to offer 17 per cent equity and a 17
per cent residual value for the purchase option.
MFP had a grid of investment guidelines for its deals. The investment
committee had to approve deals where the bid wasn’t inside the grid. Mike
Flanagan, a member of the committee, confirmed that Rob Wilkinson’s pricing strategy was outside the grid, but for MFP to win, it had to go in with
low lease rates and take on a relatively high level of risk. Irene Payne strongly
believed that MFP should bid aggressively because of the substantial future
opportunities with the City. There was a lot of competition for the business.
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It wasn’t quite as risky as it looked, however. On paper, it looked like
MFP was prepared to lose money. In fact, MFP knew there could be money
to be made on the deal during and at the end of the lease—through
rewrites, early termination, additions to leased assets, changes in asset
groupings, and end-of-term decisions such as extending the term of the
contract or charging penalties for failure to locate and return all assets to the
location and in the condition required.
For example, Rob Wilkinson estimated the residual value of the equipment at $4,680,000. Leasing companies can sell the equipment at the end
of the lease, and often sell it to the lessee. According to Mike Flanagan,
MFP usually made a profit on that, and the “residual realization” was generally between 120 and 140 per cent of the book value.
MFP witnesses, including Rob Wilkinson and Mike Flanagan, admitted
that the prospect was minimal that the company would lose money on the
deal. In fact, based on typical customer behaviour, MFP was likely to make
significant profits. Generally, customers didn’t send all of the leased equipment back at the end of the lease; they kept most of it and paid additional
rent. Eventually, customers would usually return some of the equipment
and buy the rest. MFP would make money both ways. It would make good
rates on the equipment the customer was hanging on to for a while and
good money from selling the returned equipment. When he was working
on the yellow sheet, Mr. Wilkinson knew from past experience that there
was a high probability that the City would end up paying more rent on the
equipment at the end of the lease term.

3. T HE L ITTLE E XTRAS : VALUE -A DDED S ERVICES
Price was a critical factor, but the RFQ said that the City “is also interested
in reducing administration and overhead costs associated with managing an
Information Technology environment.” Value-added services would be considered in evaluating the responses, with the following stipulation:
However, Respondents must clearly and distinctly identify the value
added cost as separate from the leasing costs and failure to do so may
result in the quote being disqualified.

Respondents were asked to fill in prices for non-leasing services on a
table that already showed some items, but they could add to that list:
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If the table does not reference all the possible costs, Respondents should
add any appropriate items. The City will not be responsible for any costs
not specified in the quotes.

Unlike some other bidders, MFP offered a wide range of products it
believed would be attractive to the City. Irene Payne thought MFP had the
edge over its competitors with these value-added services, which included
asset tracking. MFP would also dispose of obsolete equipment, which could
be expensive for the customer because many landfill sites do not accept
computers.
MFP proposed to charge nothing for asset management and equipment
relocation costs. Both Mr. Wilkinson and Mr. Flanagan said that MFP traditionally absorbed these costs, and they were considered part of the rent on
the equipment.
They also weren’t going to charge for pickup and delivery of the leased
equipment. That could be a big expense and was a common concern for
MFP’s customers. Rob Wilkinson and Mike Flanagan both said that the
customer usually paid for it. It was another departure from MFP’s usual
practice, but it made their bid more attractive. Interestingly, this incentive
didn’t end up in the master lease agreement with the City that would set out
exactly how the deal would work.

4. PAY W HEN Y OU C AN
The RFQ asked bidders to “explain any optional payment arrangements
available and the benefit of these options to the City.” Rob Wilkinson
drafted MFP’s response this way:
The City may also delay a lease payment into the following fiscal year.
There is a delay payment adjustment which would equal the difference
between the future value of the payment being delayed to the time of
payment at a rate equal to prime, less the amount of the payment being
delayed.

MFP didn’t usually offer delayed lease payments as an option. Mr.
Wilkinson said this was another departure designed to make the bid more
attractive.
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F. “D EAR WANDA”
The tone of MFP’s covering letter was very different from that of the covering letters of the other vendors, and it was the subject of much discussion
at the inquiry.
The letter opened with “Dear Wanda.” Dash Domi signed it. Peter
Wolfraim said MFP usually did use first names in business correspondence.
Sandy Pessione said that about half of MFP’s tender responses to the public sector used first names in the covering letter. By June 11, 1999 (the RFQ
closing date), Mr. Domi had met Ms. Liczyk several times, so Irene Payne
thought he was perhaps calling the CFO by her first name for that reason.
Mr. Domi agreed with that, but he didn’t know of any common practice at
MFP to use first names in business letters. In any case, he didn’t even write
the letter, he said; Sandy Pessione did, and it was Sandy Pessione who wrote
“Dear Wanda.”
Dash Domi signed the letter as “Regional Sales Manager.” Mr. Domi
was a sales representative, not a regional sales manager. Irene Payne confirmed that and agreed that he should have represented himself accurately.
Mr. Domi testified that he couldn’t see anything wrong with inflating his
title, but conceded that if Ms. Payne considered the title wrong, he would
be inclined to agree with her.
What’s the big deal? For one thing, no one thought for a second that
Wanda Liczyk would be opening the bids herself. But whoever did open
MFP’s envelope was bound to recognize the name of the City’s CFO and
Treasurer. The RFQ made it clear that the bidders’ responses were to go to
Dave Beattie. Mr. Beattie reported to Frank Spizarsky, who reported to Lou
Pagano, who reported to Wanda Liczyk. Just in case the tender wouldn’t be
evaluated on price alone, the familiar salutation could send a signal to
lower-level staff not to dismiss the bid out of hand: the company’s representative was friendly with the boss.
On June 11, 1999, Dash Domi and Sandy Pessione raced from MFP’s
Mississauga office to Toronto City Hall. When they got there, Mr. Pessione
jumped out of the car and ran inside to the West Tower elevator. He reached
the Purchasing Division on the 18th floor four minutes before the bidding
closed and handed in MFP’s response.

XI. D ECISION T IME

A. T HE B IDS A RE O PENED
R EAD —M AYBE

AND

WHAT WAS DONE WAS DONE, and Purchasing was ready to go to market with
the shopping list. Purchasing issued the RFQ by sending it to companies
listed on the City’s bidders’ mailing list, posting it on the City’s website, and
publishing it in newspapers. As the bids came in, the date and time was
stamped on the envelope. Normal practice after that would be for the buyer
and a clerk from Purchasing to open the bids in public at City Hall. For an
RFQ, where price is the only issue, the buyer would read out the quotes as
the bids were opened. When a high number of bids was expected, the RFQ
specified that the prices wouldn’t be read out, but in practice, they would
be read if time and circumstances permitted.
Dash Domi and Sandy Pessione both testified about what happened on
June 11, 1999, the deadline for bids on the RFQ, which were to be opened
the same day. They both said they remembered being there when the bids
were opened. They both said they knew, after the bids were read aloud, that
MFP had submitted the lowest prices for leasing the hardware and software.
Only Dash Domi and Sandy Pessione said that the prices were read
aloud. No one from the City could give evidence that this was so, and there
was no record. That lack of record-keeping was to create a mess when the
exact time MFP knew it was the lowest bidder was called into question.
Some of the mess was the result of the degree to which credibility was at
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issue in this inquiry, but a simple mechanism for recording whether the bids
were read aloud would have saved a lot of trouble.
The document itself was internally inconsistent: the first page of the
RFQ document said that, unless otherwise indicated, the bids would be
opened in public and read aloud. But the second page said, “Due to the
large number of anticipated bids and/or items for this quotation, prices will
not be read aloud at the public opening.”
Were the bids read aloud or not?
If the bids were not read aloud, the bidders would only have found out
the content of the bids when Council approved the winner. If the bids were
indeed read aloud, then the MFP people knew they had a good chance, but
that’s all. The lowest price would put MFP in the lead, but each bid
response still had to be evaluated and reviewed according to other criteria.
Until the Policy and Finance Committee made a recommendation and until
City Council voted, MFP couldn’t be sure. Further, there was a section in
the RFQ that made it clear that the lowest bid wouldn’t necessarily be the
winner. It wouldn’t be over until it was over, but it seems that MFP began
to prepare nonetheless.
Once the bids were opened and read (or not), Purchasing had very little involvement in the evaluation of the bids. Again, this was because the
requesting department, in this case IT, and not Purchasing, had the specific expertise to determine whether a response met the business
requirements set out in the RFQ. According to Lou Pagano, Purchasing
would generally review the responses before sending them to the department, just to make sure each item in the call document had been addressed
by the bidders. If there was an evident omission in a bid, it would be designated an “informal” bid and not considered. In this case, none of the bids
was disqualified.

B. E VALUATION OF THE B IDS
G ETS S HORT S HRIFT
For the hopeful vendors, it was all over but the nail biting. The RFQ had hit
the street, and they had lined up to respond. They had crunched their numbers, polished and honed, and promised no end of excellence and service.
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But where the vendors’ job ended, the City’s began. Now careful attention, critical analysis, and thoughtful foresight were called for. Which
configuration of options offered by the hopeful vendors would best serve
the City’s needs? The question had primarily financial dimensions to it, but
it also had technological ones. Picking the right winner would require a
seamless, multidisciplinary teamwork approach—the same approach called
for in issuing the best possible RFQ.
The problem, of course, was that the responses went back to the same
dysfunctional source that had sent out the poorly drafted RFQ a mere 11
days before. Nothing had changed in those 11 days. So, as could be
expected, the analysis of the responses to the RFQ suffered from the same
ill-defined roles and lack of communication that had beset the drafting of
the RFQ itself.
There were many problems in the evaluation of the bids. First, the
roles of the Treasury and Financial Services Division and IT were each
unclear to the other. Second, the Treasury staff who conducted the analysis had little knowledge of or experience in leasing. Third, there was
inadequate supervision and guidance of the financial analyst who conducted the evaluation of the bids. And there were serious questions as to
whether MFP’s response met the requirements of the RFQ and should
therefore have been disqualified.

1. T REASURY A SKS

THE

W RONG Q UESTION

Wanda Liczyk chose Len Brittain, Director of Treasury & Financial Services
in the Finance Department, as the Finance lead on the computer leasing
project. He was responsible for determining the best financial options for
the City. She didn’t, quite understandably, concern herself with how Mr.
Brittain would manage the project. She had confidence in his financial and
analytical abilities: “It was his call about how he would structure delivery of
the project.” Ms. Liczyk knew that Mr. Brittain would rely to some extent
on Don Altman, the Manager of Financial Planning. She didn’t have confidence in Mr. Altman, thinking he was “more of an academic, than he was
an actual experienced Finance person.” Len Brittain was a “finance guy.”
For his part, Don Altman avoided dealing with the demanding Ms. Liczyk
and often asked Len Brittain to act as go-between in his dealings with her.
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The problems with the analysis of the responses to the RFQ didn’t stem
from lack of ability in either Mr. Brittain or any of his staff. They worked
hard and often put in long hours well beyond the call of duty. What they
did, they did well. The problems arose because they asked the wrong questions. Mr. Brittain understood that Treasury’s role was to analyze whether
leasing or purchasing was the preferred method of acquiring computer
hardware and software. As he explained, the lease-versus-buy analysis was
based on taking the lowest price quoted by bidders and comparing it with
the City’s costs of funding the equipment through debentures. This was a
reasonable starting point, but it wasn’t enough. It would have been better if
the evaluation criteria had been established in advance. But if that had been
the case, it still wouldn’t have been enough. As Lou Pagano pointed out,
there is typically no scoring sheet for evaluating an RFQ, in contrast to an
RFP. The winning bidder is generally the lowest bid that meets the specifications and requirements in the tender document. But this was not a typical
RFQ. It was more like an RFP disguised as an RFQ.
Len Brittain delegated the financial analysis to Don Altman, who further
delegated it to Nadir Rabadi. He asked Mr. Rabadi to do a specific, limited
financial analysis. So Mr. Rabadi was the central witness to the overarching
question of what financial and other analysis the City did before it issued
the RFQ, the consideration of the competing responses to it, the preparation of several iterations of a draft report and recommendations to
committee and Council, and the lease arrangements ultimately authorized
by Council.
Nadir Rabadi tenaciously sought information from the various stakeholders in the RFQ process, information which he considered necessary and
important to his function. He was a bit of a thorn in the side of other City
staff, but if he hadn’t been, one wonders if he could have produced something even as helpful as the limited analysis he did produce. He brought to
his task considerable financial analysis skill, training, and experience.
Regrettably, his skills and experience didn’t include the field of IT leasing.
The model he developed was new to the City, and although it got some
consideration from staff involved in the RFQ process (which was neither
comprehensive nor entirely timely), the model was not submitted to the
scrutiny of the City’s Legal Services Division or any acknowledged expert in
IT leasing.
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Mr. Rabadi appears to have been alert to potential problems in the
analysis of the responses, and at least knew to ask questions. With some
training or guidance, he could have asked more penetrating questions, or
could even have broken down the communication barriers between
Treasury and IT.
Given the limited lease-versus-buy analysis Mr. Rabadi was asked to perform, he didn’t read each bidder’s response in its entirety. He only examined
certain clauses of the responses: the lease rates quoted per $1,000, the endof-lease-term purchase option per $1,000, the present value of lease
payments assuming the purchase option was not exercised, the present value
of lease payments if the purchase option was exercised, and the implicit
interest rate in each response. He did what he was asked to do: compare the
cost of leasing with the cost of purchasing.
Bidders were asked to give lease rates that would be valid for 90 days
from the closing of the RFQ. To take advantage of the quoted rate, the City
would have to get all of the equipment on lease within the 90-day period.
Staff in Treasury, Mr. Rabadi included, believed the City intended to
acquire about $43 million worth of computer equipment. If it was more
than that, they didn’t expect it to be much more. Indeed, Brendan Power
told Mr. Rabadi that the City had, or would soon be receiving, $23 million
worth of computer equipment. Lana Viinamae told him that the remaining
$20 million worth would be delivered by September 1999. Mr. Rabadi also
understood that if all of the equipment wasn’t on lease before the 90 days
were up, it would mean a new tender and another report to Council.
So, based on all that, Nadir Rabadi had four important assumptions for
analysis:
• Reporting to the Policy and Finance Committee and Council would be
done within the 90 days.
• Council would make a decision within the 90 days.
• The lease documentation would be done within the 90 days.
• All the $43 million worth of assets would be put on one lease, within the
90 days.
By June 17, Nadir Rabadi finished his analysis of each of the six bids.
MFP had the lowest lease rate, which would produce the lowest present
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value. He e-mailed his calculations to Brendan Power the same day, explicitly asking him to verify the figures in the spreadsheet.
Was there anything wrong with what Nadir Rabadi did? The inquiry’s
leasing expert said Mr. Rabadi’s work was sound. The problem was in the
assumptions. If he had been given the right information, the recommendations going to Council would have been significantly different.
It was important to compare leasing computers with buying them,
but that was not the only question that needed answering. A full analysis of the responses should have included all the costs and options that
went with leasing, such as rewrites, changing equipment during the lease
term, returning the equipment early, and end-of-lease options. It should
also have included analysis of the cost of leasing software, beginning with
asking whether software should be leased at all. But staff in Finance
(whether it was the Treasury and Financial Services Division or
Purchasing and Materials Management Division) had nothing to go on
for a full analysis, given their sketchy understanding of what IT had in
mind for the leasing transaction. Len Brittain repeatedly said that IT was
leading the project and Treasury was merely helping by doing the leaseversus-buy analysis. Treasury staff, particularly Mr. Brittain, should have
asked more questions. But IT staff must bear the brunt of the blame for
the incomplete analysis.

2. IT L EAVES F INANCE

TO

G UESS

Lana Viinamae testified that she nothing to do with evaluating the
responses to the RFQ. She considered Brendan Power the IT lead and the
contact for the financial analysis of the RFQ responses. Jim Andrew said he
deliberately stayed out of the evaluation, as he had stayed out of drafting the
RFQ, so as not to unduly influence his staff. He did acknowledge that IT
staff could have played a valuable role. IT had expertise in information technology that he didn’t expect Finance to have. In hindsight, he thought the
responses should not have been evaluated solely on price. Other factors
should have been considered too, such as value-added services like asset
management.
Four years after the fact, Jim Andrew’s insights were apt, but far too late.
Instead, the analysis of the bids was woefully incomplete.
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Mr. Rabadi was right in that MFP offered by far the best three-year lease
rate for the 90-day period. But would happen when the 90 days were up?
How would future lease rates be set? Who would analyze the new lease rate
factors? What was the likelihood that equipment would have to be replaced
or upgraded during the lease term? What would that cost? How would the
end-of-lease options be handled? All of these factors would certainly have a
financial impact on the City, but they couldn’t be analyzed without input
from IT. Only IT staff could have evaluated the City’s future hardware and
software needs, the likelihood of having to upgrade technology, and the
logistics for carrying out upgrades. Treasury staff could have done the calculating, but only if IT had fully revealed its plans. Jim Andrew, Brendan
Power, and Lana Viinamae all failed to do so, to varying degrees. Had the
questions been addressed before the RFQ was even issued, the evaluations
would have yielded more meaningful comparisons.

C. S HOULD MFP H AVE B EEN O UT
OF THE R UNNING ?
MFP’s response to one of the terms in the RFQ and whether its bid should
have been disqualified because it was incomplete were debated at length.
The RFQ asked bidders to give a complete description of the mechanism for any changes to the lease rate during the term of the agreement. The
response was supposed to give the City enough information to understand
how lease rates would be calculated after the 90-day guarantee period
expired. This is how MFP responded:
The lease rate factor shall be adjusted every calendar quarter, commencing October 1, 1999. MFP will provide the City with revised pricing
grids which shall be amended to reflect changes in technology and the
prevailing market conditions.

It was vague, to say the least. However, MFP President Peter Wolfraim
said it was the mechanism MFP used for about 75 per cent of its business.
In fact, in 2001 when City Council directed staff to tender the photocopier
leases, MFP bid and won using identical wording in its response to the
mechanism requirement. In the end, the City didn’t follow through with
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that contract because of the controversy over MFP’s leases with the City of
Waterloo, but the photocopier bid shows that MFP was still using that
wording with the City two years later, which it certainly wouldn’t have done
if it thought the City had a problem with it. It also shows that the City no
longer seemed to have any concern about the vagueness of MFP’s mechanism. Certainly it wasn’t because the mechanism wasn’t vague; it was vague
before and it was vague still. It must have been because MFP was a fixture
by then, and the City was comfortable with its incumbent.
Be that as it may, a more preferable response would have been, for example, that of another bidder on this RFQ:
The lease rate, shown at a cost per thousand, is based upon the
Government of Canada Bond rate plus 200 basis points. The cost per
thousand is subject to fluctuations in the GOC Bond rate.

Should MFP have been disqualified for its vague response? And if so,
who should have caught the problem? Why didn’t anyone consult with
Legal Services?
Nadir Rabadi noticed the vagueness, observing that MFP’s terms could
lead to disputes about future lease rate factors because there was “no specific
formula.” He was also uneasy about the prospect that MFP might change
the lease rates during the term. He sent Len Brittain and Don Altman a
copy of MFP’s response with a note:
Len/Don
This is MFP’s RFP [sic]. What does it mean? Variable interest rate over
the lease or fixed for whatever we lease before October 1, 99 and thereafter changes. I would like to speak to them. But, can I?
Nadir.

Mr. Rabadi seemed not to realize that the tender document was an RFQ,
not an RFP. Apparently he also didn’t know the rules about who at the City
could speak to a bidder after the bids were received, or when it was allowed.
The question of changing the lease rate during the term was resolved
without Mr. Rabadi speaking to MFP, but the one about how future lease
rate factors would be calculated, including MFP’s hazy response to that part
of the RFQ, was not. Nadir Rabadi didn’t discuss it with Brendan Power,
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and neither did Len Brittain or Don Altman. Nor did any of them discuss
it, or MFP’s possible disqualification because of it, with Brendan Power, Jim
Andrew, Lana Viinamae, or anyone in the Purchasing Division.
In fact, it appears that Treasury staff were not particularly concerned.
Lana Viinamae had told Mr. Rabadi that the equipment was expected by
the middle of September, but she later told him some of it might not be on
lease until October. Either Mr. Rabadi missed that later information, or he
thought the quantity was too small to affect the analysis. Compounding the
problem was that, according to Ms. Viinamae, she had absolutely no idea
that there was only a 90-day window to take advantage of the rate, and
therefore didn’t understand the significance of Mr. Rabadi’s questions about
the date for getting the equipment on lease.
In the evaluation of the bids, as in the drafting of the RFQ, the roles of
the various departments of the City were poorly defined. Len Brittain delegated the analysis of the bids and consequently had little involvement.
Brendan Power, the IT lead, gave Nadir Rabadi’s evaluation only a cursory
look, without verifying the calculations as Mr. Rabadi asked.
Jim Andrew and Lana Viinamae both acknowledged that IT should have
been involved and should have helped establish criteria for evaluating the
bids. IT should have made its vision of leasing clear in the first place, but it
was also up to IT to make sure Treasury knew those assumptions so that a
proper analysis could be done. Brendan Power should have checked the figures to make sure they had taken all of those assumptions into account. Mr.
Andrew said that a third-party expert should have been called in to assist in
the bid evaluation, as was the practice in his former municipality of
Metropolitan Toronto.
Another big problem was the lack of in-house expertise. Nadir Rabadi
had no experience in any kind of IT leasing, and his boss, Don Altman, didn’t have experience with tenders. There was also no supervision of Mr.
Rabadi’s work —Len Brittain was on vacation during much of the time, and
Don Altman’s vacation overlapped with the time Mr. Brittain was away.
Nadir Rabadi’s analysis was based on the incorrect information he was
given that all or almost of the equipment would be put on lease within the
90-day guarantee period. As a result, the financial analysis didn’t take into
account future acquisitions and the future lease rates of the bidders, even
though bidders were required to specify them.
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Although the City officials considered the MFP response “vague” regarding one of the most important provision in the RFQ, they didn’t give
serious thought to disqualifying MFP’s bid.
Nadir Rabadi wanted clarification on MFP’s future lease rates but
Purchasing didn’t think it was appropriate for him to contact the bidder.
Lou Pagano said that it was the Purchasing Division’s responsibility to
ensure that every bid addressed each item in the tender document.
Incomplete bids were to be brought to the attention of himself, others
involved in the evaluation, and Legal Services. Bids that lacked such information were to be disqualified. No one adequately considered that issue.
The result of all of these errors was a flawed report to the Policy and
Finance Committee that didn’t present a clear picture of the deal.

D. R EPORT TO THE P OLICY
F INANCE C OMMITTEE

AND

When Nadir Rabadi finished the lease-versus-buy analysis, it was time to
draft the staff report to the Policy and Finance Committee (P&F). From
there, the report would ultimately go to City Council.
Staff are available during committee and Council meetings to answer questions, but councillors primarily get their information from staff reports. If
councillors are to make sound decisions in the best interests of the taxpayers,
staff reports must be clear, accurate, impartial, and balanced. The staff report
about the proposed leasing transaction with MFP had none of these qualities.
The report that went to P&F was ostensibly from Jim Andrew and
Wanda Liczyk. They did review drafts of the report, but they were not the
authors. Nevertheless, they must bear ultimate responsibility for its content.
About 10 people from Finance and IT actually had input into the
report. Nadir Rabadi did the first draft. Later, Brendan Power significantly
restructured it, and later still, Nadir Rabadi revised the report again to
address concerns about the Municipal Act and to include a provision requiring reporting back to Council. Other City staff members, including Lana
Viinamae, Len Brittain, Don Altman, and staff in Purchasing, also contributed to it. It was sometimes difficult to discern exactly who made which
changes—no one person had “version control” over the document and no
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one kept track of the changes. During the time version control was shifting
between Nadir Rabadi and Brendan Power, some of the clarity of Mr.
Rabadi’s assumptions became lost in translation, as it were. Mr. Brittain and
others acknowledged that, in hindsight, it was a mistake to have the report
drafted with no one ultimately responsible for version control.
One of the City’s lawyers painstakingly reconstructed the drafting progression in great detail. Not only did she compare each of the drafts, she also
factored in all of the e-mails and other communications about the drafts.
She did an amazingly thorough job, and the result was a very helpful document that ultimately made it possible to figure out what happened.

1. N ADIR R ABADI ’ S E ARLY D RAFTS
Nadir Rabadi controlled the early drafts, with some input from Brendan
Power, Jim Andrew, Lana Viinamae, Frank Spizarsky, Dave Beattie, and
Wanda Liczyk. His first draft said that the purpose of the report was “to
compare leasing to financing the computers through long-term debt and
make recommendations on the appropriate financing strategy.” He also
wrote that the transaction was for “a total cost not exceeding $43.15 million for three years,” and that “equipment worth $___ has already been
received by the City.” (In later versions, the dollar figure $15.1 million was
added, which was later replaced with “significant quantities.”) Mr. Rabadi
added that a cost-benefit analysis of exercising the purchase option was
postponed until the end of the lease term.
The City had already received some equipment, and therefore someone
should have realized that there would be a sale and leaseback component if
the leasing option was selected. No one did. Nadir Rabadi thought the City
would be getting a credit note from Dell for the computers it had already
bought—in other words, he saw it as simply a change in the way the equipment would be financed, with no element of profit or loss.
A copy of this draft was sent to Frank Spizarsky and Dave Beattie in
Purchasing. Mr. Spizarsky’s proposed changes were minimal and had to do
only with the purchasing process. Purchasing’s role was simply to ensure
that the client department (in this case, IT) followed procedure. Purchasing
staff reviewed IT’s recommendation to select MFP and verified that fair
consideration had been given to the responses of all bidders. If MFP had
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not been the lowest bidder, Purchasing would have looked for a valid explanation for why IT wasn’t recommending the lowest bidder.

2. WANDA L ICZYK M AKES N OTES
On June 30, 1999, Mr. Rabadi had revised his draft and had sent it to
Wanda Liczyk. Ms. Liczyk made numerous handwritten comments in red
ink on this draft:
• She deleted a reference to an assumption that leasing rates would remain
at existing levels for future cycles and that leasing would result in overall lower charges to the operating budget as compared with 10-year
debenture financing.
• She deleted a statement that the estimated life of the new equipment was
three years for computers and five years for servers.
• She wanted a chart added to compare annual lease and debenture costs.
• She wanted a chart under the first recommendation that showed annual
lease rental amounts.
• She added a reference to a plan to recover lease costs from operating user
programs.
Mr. Rabadi incorporated Ms. Liczyk’s changes, but for some reason that
he was no longer able to recall, he didn’t make the deletion in her first comment shown above, thus leaving in the assumption that lease rates would
remain at existing levels in the future.

3. B RENDAN P OWER I GNORES WANDA L ICZYK ’ S N OTES
After July 5, 1999, Brendan Power took over primary control of the report
from Nadir Rabadi, although Mr. Rabadi seems not to have been aware
that this was happening, nor does he seem to have questioned it. Mr.
Power made significant changes to Mr. Rabadi’s draft, including deleting
some of Wanda Liczyk’s suggested changes. Among the important changes
he made are:
• He deleted references to $43.15 million.
• He removed all references to the Y2K Project and related budget.
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• He deleted the recommendation to charge user operating programs for
lease costs.
• He didn’t include charts setting out annual cost of lease information.
• There was no reference to a three-year replacement cycle.
• There was no reference to future changes in lease rates.
• There was no reference to asset management advantages of leasing.
• There was no recommendation that purchase options would be reviewed
at the end of the lease term.
Mr. Power thought he might have removed the reference to the $43 million cap because, in IT’s view, the leasing agreement was actually for more
than that amount.

4. A F EW M ORE C HANGES , THE G OLF C OURSE
B ECKONS , AND WANDA L ICZYK A PPROVES
A FAULTY R EPORT
Likely on July 6, 1999, but possibly on July 7 or 8, Nadir Rabadi met with
Wanda Liczyk to discuss the concern that the Municipal Act might not permit the use of 10-year debentures for assets with a useful life of less than 10
years. Afterward, Mr. Rabadi revised the report by completely rewriting the
main section to match the term of the debenture to the useful life of the
assets. He also reintroduced the words “for three years” into the first recommendation and added a fourth recommendation, at Ms. Liczyk’s request,
that the CFO and Treasurer and the Executive Director of IT report back
to Council on new leasing proposals and the financial impact for the balance of the equipment and software.
On the morning of July 9, Nadir Rabadi faxed the final version of the
report to Wanda Liczyk at home, and he and Jim Andrew later spoke with
her by telephone to go over it. Ms. Liczyk was not at work that day because
she was leaving to play in a golf tournament with a City colleague late in
the morning. Ms. Liczyk recalled this conversation with Mr. Rabadi and
Mr. Andrew in her affidavit:
I read the faxed report and was frustrated by my reading of it. I could not
specifically remember the changes that I had requested in the June 30,
1999 draft report. I asked Jim to ask Nadir if my proposed changes had
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been made. The response I received was ‘yes’. At the time of the conversation, I still had not received my original review notes on the June 30,
1999 draft against the next draft. These notes were the ‘changes’ to which
I was referring.

After that conversation, and with Ms. Liczyk’s consent, Mr. Andrew
signed the report for both Ms. Liczyk and himself. So without having actually seen the report, but comforted by the response that her proposed
changes had been included, she gave approval for Mr. Andrew to sign for
her and went off to play golf.
No one ever suggested that Wanda Liczyk didn’t put in long hours. She felt
entitled to the time off. But she herself said that she was frustrated in reading
the report. When asked why she wouldn’t simply stop the report process and
make what she believed were the required changes so that she would no longer
be frustrated with the report, Ms. Liczyk backpedaled. She said she was satisfied with the report and wouldn’t have gone to play golf if she had not been.
It is possible to focus on some significant changes and who made them,
but ultimately, it is the final version of the report to Policy and Finance
Committee that matters. And that version was not clear, accurate, impartial, or balanced.

5. W HAT WAS

IN THE

R EPORT ?

The report concluded that leasing computer equipment and software was a
better financial option for the City than buying them outright or issuing
debentures for three to five years. The report made clear that the underlying analysis for this conclusion was based on equipment with a purchase
value of $43 million, for a three-year lease term, at the lease rates quoted in
the RFQ responses, with a projected useful asset life of five years.
Other benefits of leasing noted in the report included the flexibility to
adapt quickly to changing business needs, value-added services such as asset
management, planned replacement and reporting, and reducing the administrative and overhead costs of managing an IT environment. The report
also pointed out that leasing was the most prominent source of financing
computer equipment in large private and public sector environments and
that the Province had recently moved to leasing as the preferred method of
acquiring IT equipment.
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MFP, of course, was recommended as the successful lessor. The report
noted that 19 firms were invited to submit bids for leasing equipment and
software at a value of about $43 million for 36 months, and that, of the six
quotations received, MFP’s represented the lowest overall cost to the city. It
recommended that the City enter into a leasing contract with MFP for leasing computer equipment and related software for three years. At the end of
the three years, the option to purchase some or all of the equipment would
have to be analyzed and evaluated.
It also recommended that the relevant projects in the 1999–2003 capital budget be reduced by the cost of the equipment leased to reflect a
conversion in financing strategy from capitalization to leasing, and that the
lease payments be reallocated from debt charges to IT’s gross operating
budget in the 1999 operating budget.
Finally, it recommended that the CFO (Wanda Liczyk) and the
Executive Director of IT Jim Andrew) report back to P&F periodically on
new leasing proposals and the financial impact for the balance of the equipment and software.

6. W HAT WAS W RONG

WITH THE

R EPORT ?

P&F considered the report on July 20, 1999, and, with an amendment
moved by Councillor Jakobek, Council approved it on July 27. What was
Council asked to approve? In short, $43 million of computer equipment on
lease, for a three-year lease term, at the lease rates quoted by MFP. In light
of how IT staff mismanaged the leasing program later, the report obviously
lacked clarity in some important ways.
First of all, the report was not written in a way that a non-IT person
could understand. This was a report for committee and Council, not IT
people. It should have been written in plain English; instead, it was very
hard to fathom. Even some of those who had had a hand in writing the
report agreed that it could have been better worded.
a. No Reference to Vendor of Record
One significant omission from the report was the absence of any reference to
a vendor of record. IT staff believed that, once Council approved the report,
all IT acquisitions would be leased through MFP as a vendor of record. This
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term was not found anywhere in the report. There was not even a discussion
of the concept. Brendan Power couldn’t explain why this was so.
b. What Did “Three Years” Mean?
The report didn’t clearly explain what was meant by the recommendation
to enter into a leasing contract with MFP for “three years.” That was to
cause confusion between IT and Finance over what the three-year period
really meant.
Both Brendan Power and Jim Andrew testified that they understood it
to mean that the City would enter into a vendor of record relationship for
three years, not that the length of the contracts would necessarily be three
years. Under this interpretation, the length of the individual lease contracts
was left to be decided, as long as they were entered into within the threeyear period that MFP was the vendor of record for the City.
Yet witnesses from Finance—Wanda Liczyk, Nadir Rabadi, Don
Altman, and Len Brittain—understood the report to be recommending a
one-time commitment for a three-year term. That is the most reasonable
interpretation of the language in the report. The RFQ itself, the evaluation
of the responses, and Nadir Rabadi’s lease-versus-buy analysis were all based
on a three-year lease term. Moreover, the subsequent amendment made by
Councillor Jakobek at the P&F meeting on July 20, which was supposed to
provide the flexibility to extend the lease term longer than three years, only
makes sense if the lease term was defined as three years.
c. The “Cap” Was Buried in the Report
Councillors are extremely busy people with an overwhelming amount of
material to read in preparation for meetings. This is especially so in July,
which is traditionally the last Council meeting of the summer. So there’s
even more to read. Councillors tend to read the pages that contain the recommendations and not necessarily all the background, although some
councillors who are especially interested will read all of a particular report.
But they shouldn’t have to. They should be able to know what the deal is all
about without having to go through a maze of hard-to-understand material.
The recommendations didn’t mention limiting the amount to be leased
with MFP to $43.15 million. A plain reading of the entire report does seem
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to point to that conclusion, but there were only three references to it, scattered around the report:
• Under the heading “Funding Sources, Financial Implications and
Impact Statement,” there is a reference to leasing limited to approximately $43 million.
• Under the heading “Tender Process,” there is a reference to the RFQ and
the invitation to submit bids for equipment valued at $43 million for 36
months.
• The financial analysis (in the confidential appendices to the report) was
based on leasing $43 million worth of equipment for 36 months.
Because of the confidential nature of the appendices, they were available
to members of Council only upon request.
This was the most glaring problem with the report. There was a substantial gap in understanding between IT and Finance on the $43 million
amount. The IT people said they never intended to restrict the City’s leasing relationship with MFP. They wanted a vendor of record relationship
with MFP. They also wanted to put an unlimited amount of equipment on
lease, not restricted to $43 million. But nobody in IT told that to Nadir
Rabadi when he was doing his analysis, so what IT envisaged didn’t make it
into the report.
d. No Reference to the 90-Day Lease Rate Guarantee
The RFQ asked bidders to give a lease rate valid for 90 days from the RFQ
closing date. So to take advantage of this rate, Council would have had to
approve the deal with MFP, staff would have had to negotiate the contract, and
all equipment would have had to be put on lease before September 11, 1999.
Ultimately, MFP extended the rate to the end of September, but this was
because, in its response to the RFQ, MFP said the lease rate factor was to start
on October 1. Still, it was a tall order, especially in the middle of summer.
But there was nothing in the report about the 90-day deadline anyway.
Nadir Rabadi, as he drafted the first version, didn’t think it was an issue
because he thought all of the equipment would be delivered in time. No one
who read subsequent versions picked up the omission, and Council didn’t
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have an opportunity to consider whether the City would be able to accomplish this Herculean labour within the restricted time.
After the 90-day period expired, the rates could change, based on the
mechanism the bidders were asked to specify in their responses—the paragraph to which MFP had responded so vaguely. Ms. Liczyk said it wasn’t the
practice at the City to include such information in all reports to Council,
especially if no one expected a problem with meeting the deadline. It should
be the practice. It’s relevant information and Council should be aware of it.
At the start of the inquiry, there was a misapprehension that Wanda
Liczyk had ordered the reference to the 90-day rate guarantee removed from
the draft. That wasn’t true. The evidence at the inquiry clearly showed that,
from the very beginning, it wasn’t in any of the drafts.
There is no dispute that MFP provided the lowest lease rate, but councillors should not have been left with the impression that the rate would
apply indefinitely. And the report didn’t disclose that MFP’s mechanism to
determine how future lease rates might be set was anybody’s guess.
e. No Reference to Sale and Leaseback
IT staff intended to sell the computer equipment the City had already
bought in 1999 to the successful bidder and lease it back. This element of
the transaction was not clear in the RFQ, and it was no clearer in the report
to P&F. This was another critical omission.
The sale and leaseback was an administrative disaster, as will be discussed
later. It wasn’t a sale of City assets in the conventional sense, since the equipment would stay in place, but it was relevant and it should have been
revealed in the report.
The sale and leaseback also generated a Provincial Sales Tax liability for
the City of $1.8 million. The tax liability had nothing to do with the vendor or the choice of vendor, but again, Council should have had this
information in order to make an informed decision.
f. No Looking Ahead
Apart from an absence of detail that would have revealed the broad leasing
program and vendor of record relationship pictured by IT staff, the report
to P&F contained no discussion about changes during the term of the lease
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(upgrades, buyouts, and other equipment changes) and end-of-lease
options. Since there had been no analysis of these elements, it is not surprising that they were not discussed in the report.

E. D EMOCRACY M ISFIRES : T HE J ULY 20,
1999, P OLICY AND F INANCE
C OMMITTEE M EETING
The committee system at City Hall is designed to take some of the decisionmaking load off Council. Staff reports on issues, along with
recommendations, go to a committee of councillors who give them close
scrutiny rather than to the full Council. When reports go forward from
committees to the whole Council, the views of the committees are very persuasive. Staff reports are themselves extremely convincing for many
councillors, and the added imprimatur of a committee’s approval invariably
gives the reports great momentum. Councillors rely on the committees’
views and frequently vote on the recommendations in the reports without
further debate or questions. Often, then, substantive input by the democratically elected decision-makers happens in committees, not in the full
Council. This is what happened to the report recommending that the City
lease its computers through MFP.
P&F was the committee responsible for setting financial priorities, recommending the annual budget, monitoring spending, and addressing
proposed spending deviations from the approved budget. Clearly, it was a
committee that dealt with matters critical to the City’s best interests. The
Mayor himself chaired it, although Deputy Mayor Case Ootes usually sat
in for him. The computer leasing acquisition worth tens of millions of dollars went to P&F, and one of the influential members of this influential
committee was Councillor Tom Jakobek.

1. TOM J AKOBEK
Tom Jakobek weaves in and out of many of the events examined in this
inquiry. It might be helpful at this point to take a closer look.
At the age of 21, Tom Jakobek won his first election and became the
youngest school trustee in Toronto’s history. He went on to win seven
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civic elections. As Budget Chair, he was the author of several City budgets, and there is no doubt that he was vigilant and exacting in his role as
the City’s budget chief. He had long nursed the ambition to be Mayor of
Toronto. When he finally did run in 2003, he was the first candidate to
file his papers.
As a City Councillor, budget chief, and member of many committees
over the years, Tom Jakobek was widely considered powerful, perhaps even
the most powerful member of Council next to the Mayor and the Deputy
Mayor. He had a very high IQ. He himself boasted of his phenomenal
memory, although I saw him doing his best to mask his powers of recall in
the witness box.
How did the staff side of City government see him? That question is eloquently answered by a letter from CAO Mike Garrett to Mayor Mel Lastman
about Councillor Jakobek, the Budget Chair, on December 13, 1999:
Further to our previous conversations, I am writing to express my concern with respect to the conduct of the Budget Chair in interactions with
staff of the City. As Chief Administrative Officer, it is my responsibility
to bring to your attention issues which negatively impact on staff ’s ability
to serve Council and the public in a professional and objective manner.
I have been approached on numerous occasions by staff in recent
months who feel that they are being subjected to behaviour that impugns
their reputation, that questions their professionalism and performance,
and that deliberately creates an unproductive and unhealthy corporate
culture.
Staff have made every effort in the last two years to ensure the success
of the amalgamation and municipal services during complex and turbulent times. In an organization of this size that is undergoing vast
fundamental change, with many diverse and difficult issues, there is no
doubt that staff will be challenged and will make the occasional error.
Staff, as professional civil servants, understand that they will be held
accountable. However the continuing conduct of the Budget Chair is
beginning to create a culture where staff will not be innovative, accountable, or free to be open and creative in resolving issues or problems. This,
in turn, will make it increasingly difficult to serve the taxpayers in a cooperative, collegial and creative manner.
Mr. Mayor, the employees are used to working within an environment of mutual respect, trust and dignity with members of Council, both
in the current and former municipalities. I am concerned, on behalf of
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staff, that the conduct of the Budget Chair diminishes our collective ability to support and nurture that environment. Based on our previous
discussions I know that you too share this very real concern.
I am committed to ensuring that your administration is professional
and productive. Further, I am committed to working with you and all of
Council to continue to build an organizational climate that supports and
promotes the kind of City I know you envisage. As we enter the new year
I would respectfully ask that you consider our past discussions and the
concerns expressed in this letter. I believe that your intervention is
required to ensure the City is as successful as it can be.

Mr. Garrett impressed me as a highly intelligent and dedicated CAO.
The inquiry didn’t obtain this letter until after both he and Mayor Lastman
had testified, but I have no doubt that Mr. Garrett thought carefully, and
considered the situation to be very serious, before putting his concerns to
the Mayor in writing and asking him to intervene. Unfortunately, nothing
seems to have changed as a result of Mr. Garrett’s letter. Tom Jakobek carried on bullying and berating staff who didn’t meet his expectations.
Meanwhile, Mr. Jakobek also actively interfered in the hiring of City
staff, which was wholly inappropriate. For example, he would call Mike
Garrett to give him names of people who should be working for the City,
or raise objections about Mr. Garrett’s hiring decisions. That was one of the
roots of their rocky relationship.
Wanda Liczyk, too, had difficulty dealing with the abrasive Councillor,
especially at first, as she said in her affidavit:
Councillor Jakobek became the Budget Chair for the new City of
Toronto effective January 1998. Almost immediately, I realized that the
budget process under his leadership would be very different to what I had
been accustomed to in North York. . . . Councillor Jakobek, in particular,
was denigrating to almost all staff who appeared at the Committee,
including myself. . . . The budget process was a very public process with
the media being present at all meetings.

While he seemed to be cranky with staff generally, there were times
when certain senior staff members were useful to him. For example, he
thought nothing of asking Jim Andrew to do personal favours for him on
weekends or while Mr. Andrew was on vacation.
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Tom Jakobek made extraordinary efforts to frustrate the inquiry. He put
on a superficial façade of willingness to tell the truth, and co-operate, yet
his behaviour was to the contrary. He was consistently evasive, challenging
us at every turn, and didn’t co-operate at all until he knew exactly what evidence had already been uncovered. His tactics imposed considerable extra
cost on the inquiry, which of course is borne by the taxpayers of the City.
This is ironic considering his reputation as the sharp-eyed, penny-pinching
budget chief. Mr. Jakobek could lie with disarming smoothness, dodging
straightforward questions by spinning off in another direction or changing
the question. When he was challenged with the truth or caught in a lie, he
would simply rework the facts into ever-shifting alibis and fresh explanations. In the course of the inquiry, he told an astonishing number of lies,
drifting from one to another, improvising as he went along. He lied to his
own lawyers, to five reporters and through them to the public, and to me
under oath. There are liars who lie even when they are telling you they are
lying. Who can believe anything they say?
Mr. Jakobek repeatedly said he was sorry and expressed deep regret for
some of his lies, but the expressions of regret were not sincere. They were
cynically deployed public relations stratagems to attract sympathy and mask
further dissembling. His lies were an abuse of the public, made even worse
by the fact that he was running for mayor at the time. It was impossible to
trust his repeated assertions of sincerity and repentance.

2. T HE J AKOBEK A MENDMENT
The staff report on computer leasing, shortcomings and all, went to P&F
on July 20, 1999. It was co-signed by Wanda Liczyk and Jim Andrew.
Tom Jakobek moved an amendment at that meeting that turned out to
be the cause of much later debate and analysis. When it came to that
amendment, there was much contradictory evidence which required me to
choose among the stories of four public servants, all of whom were in positions of confidence and trust in municipal government: a former City
Councillor and mayoralty candidate who had spent most of his working life
as a politician for the City of Toronto, Tom Jakobek; the former Chief
Financial Officer & Treasurer, Wanda Liczyk; the Director of Treasury &
Financial Services, Len Brittain; and the former Executive Director of
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Information Technology, Jim Andrew. All of them would be expected to be
highly credible historians. Regrettably, they were not. Excluding Len
Brittain, each of them presented difficulties for me in this inquiry. I found
each of them, at various times, less than forthcoming about certain matters.
Often, as throughout the inquiry, I had to search for a kernel of truth in
conflicting and equally implausible stories. In deciding whose story was
more believable, it sometimes came down to figuring out who had the most
compelling reason to lie.
Mayor Lastman didn’t attend the MFP part of that P&F meeting.
Deputy Mayor Case Ootes took over as Chair when Mayor Lastman had to
leave to attend to urgent matters elsewhere. However, Mayor Lastman had
been briefed earlier on the MFP deal by Wanda Liczyk, who, with Jim
Andrew, was responsible for the content of the report. The Mayor assumed,
reasonably, that the report had Ms. Liczyk’s seal of approval as co-author,
whether she had actually written it or not.
From Ms. Liczyk, Mayor Lastman had learned that a proposal for a $43
million computer lease transaction was on the agenda for the P&F meeting.
He understood that Ms. Liczyk was recommending a three-year lease, and
that MFP would supply the equipment as lessor in the proposed transaction. The Mayor thought this was a big decision. The City was changing its
policy from debenture financing to leasing. He relied on Ms. Liczyk’s and
Mr. Andrew’s wisdom on this policy change, and would later agree that, if
any mistakes or omissions in the report emerged at the P&F meeting, Ms.
Liczyk would have had ample time to see that they were corrected before
the full Council meeting, which would start on July 27.
Committee meetings are generally open to the public, but for part of this
meeting, P&F met in camera, out of the public eye, between 2:12 p.m. and
3:10 p.m. During that time, Councillor Tom Jakobek asked a number of
questions about the computer leasing report. The P&F meeting agenda was
full to overflowing, but as Mayor Lastman agreed, almost nothing escaped
the famously sharp financial eye of Budget Chair and P&F member Tom
Jakobek. Councillor Jakobek proposed a motion for an amendment that
came to be known as the “flexibility clause” or the “Jakobek amendment”:
[T]hat the Chief Financial Officer and Treasurer be requested to ensure
that the terms and conditions of the lease be flexible enough to ensure
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that the life span of the computer equipment is extended beyond three
years.

The motion was seconded and carried, and business moved on, all in a
matter of minutes. Yet this little amendment, which was passed unanimously by P&F and ultimately approved by Council, was to have an
explosive impact on the deal between MFP and the City of Toronto.
a. A Redundant Move
Mr. Jakobek said he knew computers could last longer than the three-year
lease term proposed in the staff report. He saw some references to five years
of life for computers in the report itself, and he simply wanted to ensure
that staff didn’t dispose of equipment unnecessarily early. This was perfectly
in keeping with his well-documented sentiment that money should not be
wasted on new computer equipment when the old equipment was still useful, he said, and all he was trying to do was to maximize the utility of every
taxpayer dollar. He said it had nothing to do with lining MFP’s pockets. It
seemed innocuous, but the amendment opened the door for MFP to
enhance its deal. Moreover, Tom Jakobek’s story of his reasons for making
the motion had problems.
When he moved the amendment, Mr. Jakobek knew very well that the
staff report was recommending MFP as the lessor. At the inquiry, he would
go only so far as to agree that he “must have seen it.”
Mr. Jakobek said he had never been given a copy of the full agenda and
didn’t have a specific recollection of what went on during the P&F meeting.
He didn’t remember whether he had written down the wording of his
amendment himself. Yet he said he remembered showing the text of it to
Wanda Liczyk, and even remembered that he had to stand up and walk it
over to her. He thought he had also shown the wording to Len Brittain. He
claimed he was told that the proposed wording covered his concern and
they could work with it.
Wanda Liczyk denied that Mr. Jakobek asked her to review the wording.
She thought the motion was unusual and was surprised when he tabled it.
Her account is more plausible, for two reasons. First, after a difficult confrontation in the Mayor’s office in 1998, Ms. Liczyk established a practice
of briefing Councillor Jakobek before Budget Advisory Committee meet-
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ings and also before P&F meetings. At the latter briefings, he would expect
her to inform him of any major areas that might have important financial
implications and identify those issues that might provoke some debate at
committee. She briefed him the day before the P&F meeting, and he didn’t bring up the issue that supposedly concerned him now—hence her
surprise when he held the report and then when he made his motion.
Second, Mr. Jakobek’s claim that his amendment was designed to avoid
thoughtless dumping of perfectly functional equipment after three years
holds no water. The report already addressed this very issue. It recommended three-year leases, but added a proviso:
The option to purchase some or all of the leased computer equipment
and extend its usage by two years to a total of five years must be analyzed
and evaluated through cost-benefit analysis just before the lease ends in
2002. A prudent final decision should be taken in 2002 with respect to
the exercise of the purchase options for the computer equipment.

The point was reiterated elsewhere in the report, where it said that one
of the City’s financing options was “to lease equipment for three years, and
extend use for another two years if it is cost beneficial to do so.”
The report also recommended that staff report back to P&F as new leasing options arose:
The Chief Financial Officer and Treasurer and the Executive Director,
Information Technology Division report back to the Policy and Finance
Committee periodically on new leasing proposals and financial impact for
the balance of the equipment and software;

In other words, staff had already addressed the prospect of keeping the
equipment longer than three years, and had suggested that options be considered and reported back to P&F at the appropriate time, namely near the
end of the initial three-year lease term. That suggestion was sensible.
Computer technology evolves at a gallop, not a walk. Who could reliably
predict in 1999 how the City’s technology needs might change by 2004?
Assessing the situation in 2002 made far more sense.
Wanda Liczyk pointed out that if Mr. Jakobek had been concerned
about building in the flexibility to extend the leases to five years, there were
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options available to him besides his amendment, such as adding the requirement that staff report back to P&F before the end of the three-year term
about options for the equipment. But the way he chose to do it benefited
MFP greatly, as it turned out.
b. Questionable Motive
There was another problem with Tom Jakobek’s explanation for proposing
the amendment: his close ties to MFP sales representative Dash Domi.
Around this time, notes made by Sue Cross, Jeff Lyons’s assistant, were
describing Tom Jakobek as “a big MFP guy.” About six weeks before the
P&F meeting, he went on the well-known Philadelphia trip with MFP sales
representative Dash Domi.
About four weeks before the P&F meeting, he asked for and received
from Jim Andrew a copy of the draft RFQ, when there was no proper reason for him to do so.
Councillors should take great care not to be involved with suppliers during
an active tender. They should have nothing to do with a tender document—
not the drafting of it, not the reviewing of it. Nor should they have a copy of
it before it is released to the public. These are roles for the staff, not for the
politicians. For politicians, they are nothing but trouble: traps, really, because
there is no good reason for a councillor to have a draft tender document.
In June and July 1999, Mr. Jakobek and Dash Domi were in telephone
contact many, many times. In those two months alone, Dash Domi called
Tom Jakobek more than 30 times. He called the day before the July 20 P&F
meeting and he called twice on July 27, the first day of the full Council
meeting. Mr. Domi didn’t call any other councillor at home, but some of
these calls were to Mr. Jakobek’s unlisted home phone number and his cellphone number.
As to whether Mr. Jakobek and Mr. Domi met frequently in person, it
was hard to know. There were Mr. Domi’s expense receipts relating to him,
but out of the events shown below, Mr. Jakobek admitted to being present
for only two: breakfast with Irene Payne on February 23 and the famous
Philadelphia trip on May 2, although he repeatedly lied about the latter. Mr.
Domi routinely lied on his expense reports, including some of those shown
below. On the other hand, Tom Jakobek had been revealed to the inquiry
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as a notorious liar. Which of two admitted liars to believe? This is what
appeared on Mr. Domi’s expense accounts relating to Tom Jakobek up to
the date of the P&F meeting:
February 23
March 19
March 30
April 17
April 24
April 24
April 30
April 30
May 2
May 8
May 28
June 4

breakfast $56.92 (with Irene Payne)
dinner (Vince, Tom, John Danson) $278.66
Pizza Banfi (T.O. Jakobek) $134.06
Molson Centre Montreal, Hockey Tickets, $464
(City T.O., Vince, John Danson, Tom J.)
Platinum Club Air Canada Centre (T.O., Tom J.)
$343.21
J.J. Muggs In Suite Service Air Canada Centre
$413.45
Platinum Club Air Canada Centre 369.27 (City TO,
Tom J., Jim Andrew, Wanda L.)
J.J. Muggs In Suite Service Air Canada Centre
$542.05 (City TO, Tom J., Jim Andrew, Wanda L.)
Philadelphia (First Union Centre, Ont. Gov. & Tom
J., City of T.O., Vince) $607.50 and $6,420.00
Mortons (Tom J., Vince, Jim Ginou, Harold P. Gov.
& City )$364
LaSerre, 4 Seasons, (City T.O., Vince, Tom J.) 37.55
LaSerre, 4 Seasons, (City T.O., Jako, Vince) 83.69

Both Tom Jakobek and Dash Domi lied repeatedly about their association during the inquiry, and the effort they put into distancing themselves
from each other is perhaps the clearest indication that they had something
to hide. The effect of the amendment must also be taken into account in
considering Mr. Jakobek’s motive, and the effect was a substantial increase
in profit for MFP.
c. Staff Interpretation of the Jakobek Amendment
Wanda Liczyk interpreted the amendment as delegating to her the discretion to extend the lease beyond three years. In her view, the Jakobek
amendment overrode the first recommendation in the report, which stipulated a three-year lease term with MFP. Ms. Liczyk was surprised by that.
Council usually wanted staff to report back and rarely did it give them such
broad latitude to make such decisions on their own.

278

FACTS AND FINDINGS

That raised another area where the evidence of Tom Jakobek and Wanda
Liczyk conflicted: Ms. Liczyk said she spoke to Mr. Jakobek to ask him
what he meant by the motion. According to Mr. Jakobek, he didn’t speak
to either Wanda Liczyk or Len Brittain after the P&F meeting. Later, he was
less certain and said he didn’t remember. But it makes sense that Ms. Liczyk
would want to speak with Mr. Jakobek to make sure she understood his
intent to authorize extending the lease term at her discretion without the
need for further approval. Yet Ms. Liczyk didn’t raise the issue that the deal
would have to be re-tendered, with Mr. Jakobek or anyone else, and she
should have.
Jim Andrew claimed he wasn’t even at the P&F meeting. This was a crucial committee meeting to discuss a report, which he co-signed, on what
was supposed to be a $43 million transaction. His claim made no sense, and
it was reliably contradicted. For example, he sent an e-mail to Wanda Liczyk
the day before saying, “Attached are the Y2K briefing notes for tomorrows
[sic] P&F comm. I will also be there.” He spoke to Ms. Liczyk by phone
several times the day before the meeting, including a 15-minute call at 9:03
p.m. Moreover, Ms. Liczyk clearly remembered that he was there and
remembered that questions on the report were put to him.
Jim Andrew also maintained that he never attended the in camera portions of committee meetings. Again, this makes no sense. Senior staff
involved in a matter before a committee regularly attended in camera meetings. As co-author of the report, his presence would be a given. Not only
would he have a right to be there, he would be expected to be present.
Either he forgot he was there, or he was attempting to evade responsibility
by denying that he was at the meeting.
Mr. Andrew said Wanda Liczyk told him about the amendment. He didn’t think the matter needed any input from him because he had already
contributed what he could about the reasonable life span of IT equipment
to her staff to put in the report and the briefing notes. But he did understand that the amendment increased the lease term to five years.
Len Brittain had roughly the same interpretation of the amendment as
Ms. Liczyk and Mr. Andrew did. He thought that extension of the lease
term to five years was the only logical interpretation and agreed that if the
City did extend the term, interest rates and residual value would become the
important parts of the deal. But he didn’t ask Don Altman to analyze the
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financial implications of a five-year lease. It didn’t bother him that he found
the amendment vaguely worded, and he said he didn’t give the matter much
thought afterward.
Mr. Brittain said that staff couldn’t challenge councillors at the meeting
itself. Presumably, that was why he didn’t speak up. But not all staff members were so passive in committee meetings. Lou Pagano, for example, said
that if he believed a proposed change would affect the integrity of the
process, he would tell the City’s legal representative, right at the meeting,
that the amendment was “changing the conditions of the call.” The matter
would then go to the chair, who would likely stand the report down. But
none of this happened on July 20, as it should have.
Don Altman, Nadir Rabadi, and Brendan Power, who were not at the
meeting, also understood that the amendment increased the lease term to
five years. Don Altman believed that the amendment would have a significant financial impact. Interest costs would change, and the payment
schedule would grow. In other words, the whole thing would cost more.
Nadir Rabadi, who worked so hard on the original deal, read the amendment, but the implications didn’t concern him. By then, he had moved to
the Works Department.
Len Brittain was the Director of the Treasury and Financial Services
Division. Don Altman and Nadir Rabadi worked for him. What could have
been a safeguard, this division’s scrutiny, turned out to be no safeguard at all.
Brendan Power found out about the amendment soon after the meeting.
He saw the amendment as increasing the lease term to five years. He
thought desktop computers and printers wouldn’t fall into a category of
equipment that could reasonably be expected to be useful for more than
three years.
So several senior staff members knew about Tom Jakobek’s amendment.
They knew it was unclear, that it presented problems, and that it would
make the lease much more expensive for the City. Yet not one of them did
anything, either at the meeting or later, to draw attention to it before it went
to Council the next week. Nor did they seek clarification from Council on
the amendment to guide them through the forthcoming leasing transaction.
And what of the other councillors who passed the amendment at the
P&F meeting? Were they asleep at the switch, as suggested by one of the
lawyers at the inquiry? The amendment certainly looked innocuous enough.
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On its face, there seemed no reason to question it. When asked whether
there would be a high level of debate for an amendment such as this, Mayor
Lastman said it “just depends on how anxious they are to get out of there.”
Set aside Mr. Jakobek’s specious attempt to evade criticism for his contact with Mr. Domi. The phone calls between the two during the blackout
period, and the possibility that Tom Jakobek leaked a confidential document to Mr. Domi, paint a disturbing picture. Through Tom Jakobek, MFP
sales representative Dash Domi had penetrated to the heart of the City’s
confidential decision-making process.
The committee system is designed to take some of the decision-making
load off Council. The July 20 P&F meeting did no such thing, and democracy misfired. The meeting resulted in a potentially sizable and expensive
change to the computer leasing transaction, initiated in suspicious circumstances by Tom Jakobek.
Senior staff recognized the potential effect but did nothing about it.
Council was relieved of none of its decision-making load—quite the opposite. Council was oblivious to the ramifications of the deal it had approved
and was saddled with a potentially ruinous additional problem.

F. T HE B LACKOUT P ERIOD
At 8:45 a.m. on June 11, 1999, with bidding closing at noon, Dash Domi
had called Jim Andrew. At the hearings, Mr. Domi claimed that he called
because he wanted to inform the Executive Director of IT that MFP would
be submitting its response to the RFQ at the designated time. He claimed
he didn’t discuss the form or content of the bid. But he called the head of
the department that was buying goods for the City just hours before the
bids were due. No matter how a blackout period is defined, that was wrong.
It’s simply common sense. And there were other calls from Mr. Domi to Mr.
Andrew during the time leading up to the bids.
Mr. Domi called someone else on the day the bid was due: Councillor
Jakobek. He called at 2:11 p.m., a 49-second call, and again at 3:36 p.m., a
51-second call. Mr. Domi called Councillor Jakobek on May 31, too—the
day the RFQ was issued. That day, he called at 9:26 a.m. and 4:41 p.m.
Councillor Jakobek called Mr. Domi on the same day, at 4:34 p.m. That
call lasted a minute or less.
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Dash Domi knew about the blackout period and its significance, yet he
called Tom Jakobek about 20 times during the period, including the day
before the P&F meeting and on the day the RFQ matter was considered by
Council. According to him, the calls were to “make a presence in the City of
Toronto for myself and my company.” He was “in pursuit of building relationships.” Mr. Jakobek was a “decision-maker in the City, a key contact,”
“influential,” and a “strong politician.” And Mr. Jakobek, being the budget
chief, would know about budget constraints and problems, which Mr. Domi
thought would probably interest MFP. He knew that Mr. Jakobek was a
member of P&F, and he was not calling any other councillor with such frequency. Mr. Domi had little memory of what they discussed or what sort of
messages he might have left for Councillor Jakobek. Obviously, however, he
behaved as though he considered it important to keep in touch with the
Councillor as MFP prepared its response to the RFQ.
The blackout period was in effect on the day of the P&F meeting on July
20, but that didn’t stop Mr. Domi from chasing down Mr. Jakobek after the
meeting. According to Mr. Jakobek, when Mr. Domi approached him, “he
was quite emotional and . . . was chasing me, wanted to speak to me.” But
Mr. Jakobek flip-flopped on whether Mr. Domi tried to catch him after the
P&F meeting or after another meeting entirely. First he said Mr. Domi
chased him after an Administration Committee meeting. Ten minutes later,
he said it was after the P&F meeting, but then he retracted that. Since Dash
Domi had good reason to believe that the decision about the computer leasing RFQ would be made at the P&F meeting, and because he was pursuing
the deal so aggressively, he had good reason to want to speak to Mr. Jakobek
immediately after that meeting. I conclude that they did speak, and that it
is highly probable that Mr. Jakobek told Mr. Domi the results of the committee’s recommendation.
Mr. Jakobek said he didn’t stop to talk to Mr. Domi, but not because of
the blackout period. He was simply in a hurry. Actually, the veteran City
Councillor and Budget Chair said he didn’t know anything about the blackout period. He seemed to think that whether a blackout period existed
varied case by case, and he didn’t recall being told about a blackout period
for this particular RFQ.
That explanation gave way to a second reason Mr. Jakobek wouldn’t
have been observing the restrictions of the blackout period: he didn’t think
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they should apply to elected officials. Politicians do not draft the recommendations or reports, he pointed out, and presumably he thought this
meant politicians don’t influence them. In his view, if the blackout period
applied to councillors, it would prevent them from hearing from people
and gaining valuable information. He was not the only Councillor who felt
this way, but in Mr. Jakobek’s case, the view was ironic. He developed a
close association with MFP sales representative Dash Domi and then made
an amendment to a staff report during the blackout period, sowing confusion at the City and benefiting MFP richly. But the irony seemed lost on
Mr. Jakobek.
Much confusion and contradictory evidence surrounded the subject of
the so-called “blackout period.” It was generally agreed that for the tendering process to be fair and to be seen as fair, contact between bidders and
City staff during certain critical periods should be prohibited or at least
minimized. No bidder should have or seem to have special access or insider
information. Most witnesses agreed with the principle, but the practice was
very different.
The computer leasing RFQ was not the only major tender where there
was confusion about blackout periods. The September 1998 RFP for hardware and software likewise failed to properly identify a blackout period.
Dell, ultimately the winner of the bulk of the business from that RFP, contacted City staff after the bids were in and before City Council finally
decided. Dell took active steps, directly and through a lobbyist, to influence
the decision-making process during this crucial time. The Dell witnesses
also couldn’t agree on when a blackout period should apply or what kind of
contact with City staff was appropriate during it.
When the blackout period began and ended and what kind of contact
was appropriate was far from clear, not only for bidders but also for City
staff. It would serve no useful purpose to go through their many different
views in detail.

1. W HEN D ID

THE

B LACKOUT P ERIOD B EGIN

AND

E ND ?

Major tenders must be run fairly. Fairness demands that all competitors
have the same access to City decision-makers. Therefore, the City must
clearly define what contact with public officials is allowed during the ten-
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der process, when and how contact is allowed, and when it is prohibited
altogether. If those rules are not clearly defined, competitors will naturally
take advantage of any opportunity to persuade the City of the merits of
their product.
The computer leasing RFQ was issued on May 31, 1999. Witnesses generally agreed that the blackout period for this particular RFQ should have
begun on that date. (Blackout periods for other types of procurements may
properly begin earlier.)
While there was general agreement about when the blackout period
should begin, there was no consensus about when it should end. In the case
of the computer leasing RFQ, there were three possible dates: June 11 (the
date the RFQ closed), July 20 (the date of the Policy and Finance
Committee meeting), and July 27 (when Council voted to award the leasing contract to MFP). By the first date, June 11, the bids were in, but no
decision had been made. By the second date, July 20, staff had given the
Policy and Finance Committee a confidential report, and P&F had recommended (with an amendment) that MFP be selected, but the final decision
awaited Council approval. The final date was the City Council decision:
July 27. On that day, MFP was formally selected to provide leasing services.
Most witnesses agreed that the blackout period should have ended only
when Council made its decision. Yet there was often contact between bidders and City staff during the blackout period, no matter how the blackout
period was defined.

2. C ONTACTS

AND

L EAKS

Witnesses didn’t agree on a definition of the blackout period, and there was
even less agreement on what kind of contact was appropriate while it was
in effect. Sensibly, most tender documents, including this RFQ, included
the name of the specific individual who would answer any questions from
bidders. That individual would circulate the answer to any question to all
of the bidders, not just to the bidder who asked. That’s only fair. The contact person would promptly notify the public about any changes to the
bidding process.
Should all other contact between City staff and bidders be prohibited?
But what about contact unrelated to the RFQ? And what about contact
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with people other than the designated contact person? The City has thousands of supply contracts at any given time. A supplier who already has a
contract with the City may bid again if a contract is re-tendered, bid on
more than one contract during the same period, or be preparing to bid on
an upcoming tender. So a total prohibition on contact is obviously not practical. The City has to be able to conduct its business with its existing
suppliers even during the bidding and evaluation process. But City staff
should be vigilant to ensure that they do not discuss, even casually, anything
related to a bidding and evaluation process, and they must take care to keep
all documents confidential.
The contact between MFP and the City during the blackout period
(however defined) was not about existing business because, except for the
councillors’ computers, MFP had no ongoing business with the City. That
was a small deal, and no administrative issues cropped up around the time
of the computer leasing RFQ. Yet in the period from May 31 to July 27,
Dash Domi contacted Jim Andrew eight times: on June 4, 10, 11 (the day
the tender closed), 18 (twice), and 25, and on July 16 (twice). Mr. Andrew
called him back four times. In the same period, Dash Domi contacted
Councillor Tom Jakobek 28 times. Many of those calls were very short, but
in a few the records seem to indicate that some conversation took place.
Mr. Domi, Mr. Andrew, and Mr. Jakobek all denied talking about the
RFQ during these calls, and there is no way to know what they discussed.
But the timing gives the calls a distasteful connotation.
The concern that MFP may have had inside information is heightened
by some other phone calls. During this crucial period of May 31 to July 27,
Mr. Domi called Nadir Rabadi’s phone number four times. Mr. Rabadi was
the financial analyst crunching the numbers on the bids. He was not one of
Mr. Domi’s high-level strategic targets, and it is unlikely Mr. Domi would
even have known who Mr. Rabadi was. Indeed, he said he didn’t know him.
It is therefore very odd that Mr. Domi happened to call precisely when Mr.
Rabadi was doing his analysis of the bids. Did he know to call Mr. Rabadi
because he had heard of him through one of his contacts? Nadir Rabadi,
whom I found to be a truthful witness, said he never met Mr. Domi and
had no recollection whatsoever of getting any calls from him. Had Mr.
Domi called him about this leasing RFQ, he would have informed his superior. So the question lingers, and that in itself is troubling.
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The suspicion that Dash Domi had inside information about the computer leasing RFQ is reasonable from yet another perspective. A part of the
confidential staff report to P&F was found among his papers. Dash Domi
didn’t keep files, as such. By his own admission, he was not organized
enough for that. Documents just accumulated in a tray and eventually
ended up in a cabinet behind his desk. The documents he personally disclosed were very scanty, yet he couldn’t explain how this confidential
document found its way into his possession. No witness would admit giving it to him.
There is no question that Dash Domi should not have had this document. MFP President Peter Wolfraim admitted that “procurement-sensitive
documents” should not be in MFP’s or anyone else’s files. When asked, he
agreed that anyone at MFP who accepted such a document was acting inappropriately. He agreed that there is a mutual obligation on the City and its
bidders to preserve the confidentiality of this kind of material. And he also
agreed MFP couldn’t turn a blind eye if it was the City leaking such documents.
Dash Domi clearly received the document inappropriately. But who
gave it to him? Wanda Liczyk denied any role in the leak, and Mr. Domi
thrust himself at so many City officials who might have been in a position
to leak documents to him that it is impossible to tell. However, Tom
Jakobek cannot be eliminated as the main suspect. When asked if he leaked
anything confidential to Mr. Domi, Mr. Jakobek’s reply was curiously elliptical: “Not that I’m aware of, no.”
The question of other contact by MFP during this period was complicated by Dash Domi’s irresponsible practice with his entertainment receipts.
He submitted a receipt to MFP for reimbursement, claiming it was for a
dinner with Wanda Liczyk on July 10. If true, it left an unpleasant appearance that he was secretly lobbying the CFO while her department was
analyzing the bids: a serious breach of procurement protocol, particularly
because the bids were to be discussed at the P&F meeting the next day.
Ultimately, Wanda Liczyk reliably showed that she was elsewhere that night,
and the receipt turned out to be another instance when Mr. Domi randomly assigned names to his expenses. This was an example of how, because
of misinformation, the inquiry had to fully investigate the appearance of
very serious misconduct.
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All of these concerns surrounding inappropriate contact with the City
during a bid serve to illustrate the wisdom of a clearly defined blackout
period. The purpose of the blackout period is to maintain a level playing
field. No bidder should have an advantage over any other. No bidder should
have confidential documents or information. Contact between bidders and
City staff, other than through official channels, creates an appearance of
favouritism, if not an actual advantage.

3. W HAT A RE THE R IGHT RULES
B LACKOUT P ERIOD ?

FOR A

The blackout period should be clearly defined, and clearly understood by
City staff. All bidders should know how to contact the City if they have
questions or concerns. They should also know what kind of contact is inappropriate. A blackout period should have a defined beginning and end, and
it should be rigorously enforced. Both City staff and bidders should know
the consequences of having any discussions related to the tendering process
during the blackout period. A blackout period need not be absolute, especially as it concerns other or pre-existing City business. The City must
continue to function.
The City purchases millions of dollars’ worth of goods and services each
year. There is no doubt that having a contract with the City of Toronto can
be profitable for a supplier. Those contracts are sought after eagerly.
Awarding them has to be fair and has to be seen to be fair, and the City
must be scrupulous in making sure the process is above reproach. Clearly
defining a blackout period, and imposing consequences for breaching it, is
an important step in that process.

G. C OUNCIL V OTES
The big day of decision wasn’t a big day at all. On July 27, 1999, Council voted
to adopt the report from P&F, including the Jakobek amendment, without
discussion or further amendment. It passed without fanfare, and almost without acknowledgment. A pro forma vote, and MFP’s fortunes were secured.
Also on July 27, Dash Domi called Tom Jakobek twice. Mr. Jakobek
would claim not to remember speaking to or receiving messages from Mr.
Domi that day.
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What did the councillors vote for? The answer depended on who was
asked. Various staff members had various interpretations of the Tom
Jakobek amendment, or the “flexibility clause,” and different ideas about
the computer leasing deal as a whole.
Mayor Lastman thought Council had approved $43 million of computer leasing. He believed Wanda Liczyk had to report back to P&F on any
new proposals beyond that $43 million. Councillor Balkissoon thought
much the same thing, also expecting reports to Council about any offers to
sole-source or re-tender. CAO Mike Garrett agreed that any proposed
changes in the lease term or costs above $43 million should have been
brought to P&F by Ms. Liczyk and Mr. Andrew.
But neither Council nor the CAO had the information they should
have had that might have prompted them to ask the key questions. Mr.
Garrett, for example, an intelligent and insightful CAO, who would have
grasped every nuance properly reported to him, didn’t know the MFP deal
involved a sale and leaseback. Nor would readers of the report know that
MFP was only the lowest bidder within the 90-day guaranteed rate window, which was already half over when the report went to P&F. Staff
evaluating the bids had failed to appreciate the practical impact of the 90day window, so of course they also failed to consider it in their analysis or
put it in the report. Had they done so, councillors might well have asked
the crucial question: “What if all the equipment is not on lease within 90
days?” Things might have been much better for the City if councillors had
known to ask that question.
In impressive testimony before the inquiry, Mike Garrett set out the key
points clearly. Staff ’s report to Council on the MFP transaction was
expected to be accurate and to contain all the information Council needed
to make a sound and informed decision. Mr. Garrett expected disclosure
from Ms. Liczyk and Mr. Andrew on the sale and leaseback, the 90-day
guarantee period, and the mechanism for determining lease rates. Without
this information, he believed that the report was not full, frank, and accurate. He was absolutely right.
Confusion on top of error makes wise decision making impossible. Mike
Garrett recognized this and again hit the nail on the head: Staff should have
gone back to Council to clarify the amendment instead of just plunging
blindly ahead. If the amendment actually meant five-year leases were now
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possible, the original tender had changed dramatically, and the City should
have re-tendered.
But since no one working on this file had the insight to pull back from
the precipice, Council tumbled over it in a brief, uncontested vote. Toronto
has been nursing the wounds caused by this ill-advised plunge for years
now.

XII. W HEN D ID MFP
K NOW I T H AD W ON ?

WHEN AND HOW DID MFP LEARN THE GOOD NEWS that it had won the
computer leasing RFQ? It should have been at some point after City
Council made its decision on July 27, 1999. At that point, City staff would
have informed Dash Domi or someone else at MFP. It is easy to imagine
that some sort of celebration at MFP’s end would have followed, or that
there would at least be an acknowledgment of some kind. However, there is
reason to believe that people at MFP were confident they had won the deal
before City Council voted.

A. LOOKING “R EADY

TO

GO”

At 6:45 a.m. on July 14, a month after the bids were opened and six days
before the Policy and Finance Committee was to meet, MFP’s in-house
legal counsel, Kim Harle, sent an e-mail to Sandy Pessione and Dash Domi:
Sandy and Dash, I have been reviewing our response to this RFQ with a
view to starting to draft the necessary revisions to the master lease and
program agreements already in place with the City.

She sent a copy to Brian Stevens, then Treasurer and Vice-President of
Debt Placement at MFP, and to Suzanne Michaelson, her boss and General
Counsel & Corporate Secretary of MFP.
289
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Ms. Harle had no specific recollection of sending that e-mail, or the circumstances under which she undertook the work. In the ordinary course of
events, Ms. Michaelson would have assigned the file to her. Although she
couldn’t remember how or from whom she eventually learned that MFP
was the successful bidder, she had no recollection that anyone had either
told her or implied that MFP had won when she sent the e-mail on July 14.
She testified that there was nothing unusual about her drafting a contract
before a deal was final. She did it frequently. As an entrepreneurial company, MFP wanted to demonstrate to its clients that it was “ready to go.”
Peter Wolfraim and Brian Stevens confirmed that this was the case.
Because she was an in-house counsel, there was no fee associated with
Kim Harle’s working on something that might not come to fruition, but
some might consider it unusual to commit staff time and resources to a deal
that was still up in the air. Dan O’Neil of Bombardier, one of the unsuccessful bidders on the computer leasing RFQ, certainly thought so:
I wouldn’t want to spend resources on a deal that I hadn’t won yet. . . .
There’ll be plenty of time to put the documents together if we won the
business. . . . There would be no need, in my mind, to start the documentation process before knowing . . . the business was ours. I wouldn’t have
done it.

B. T HICKLY V EILED S ARCASM ?
At 12:45 p.m. on July 14, the same day Kim Harle sent her e-mail, Brian
Stevens, once voted “Man of the Year” by the Canadian Finance & Leasing
Association, also e-mailed Dash Domi and Sandy Pessione, with a copy to
Irene Payne and her assistant, Christine Vivaldo:
Subject: City of Toronto
Congratulations!
Please copy me with yellow sheet (draft will do) asap or at least advise
deal parameters as currently understood, so we can begin to get funding
in place.
Thank you.
Brian Stevens
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Why did Brian Stevens seem to think it was a done deal?
Peter Wolfraim was the first MFP witness to testify about Brian Stevens’s
congratulatory e-mail. On his way home from testifying at the inquiry, he
called Mr. Stevens to alert him to the attention his e-mail was getting. There
was a story about it in the paper the next day. After reading the article, Mr.
Stevens left a voice-mail message for Mr. Wolfraim, which Mr. Wolfraim
wrote down:
I never thought I’d make the front page of a Toronto newspaper, certainly
not for premature congratulations. I remember very little about what
happened at that time, I remember we were one of the lower bids when
the tenders were opened, it could have been as simple as Dash or Irene
saying to me, hey, we may get some of this business, that would cause me
to send congratulations and ask for details. Loan applications take time,
salespeople don’t always understand that, especially in the summer time
when credit committees go on holidays and signatures go on holidays and
so forth.

By the time he testified, however, Brian Stevens gave a somewhat different account:
So here I was down on the mushroom farm asking now for details so I
could go and talk to funders, who in July and August, are difficult to find
and deal with. People go on vacation, credit committees don’t meet, and
all of a sudden I’m faced with perhaps very quickly having to come up
with these multi-millions of dollars, and I’m just asking for help, let me
know what you think the deal’s going to look like.

Mr. Stevens said that writing “Congratulations!” in his message was
meant to be sarcastic. He knew that MFP had been the lowest bidder, and
he had received a copy of Kim Harle’s e-mail. He wanted to let Dash Domi
and Irene Payne know that, as the person whose job it was to solicit the necessary funds for this transaction, he should have been kept in the loop: “So,
again, I’m a little bit ticked that he hasn’t come and told me . . . or somebody
hasn’t come and told me what they think is going to be required of my
department, perhaps in fairly short order.”
It is true that it’s often difficult to catch the intended tone and nuance
from an e-mail, but from a plain reading, it’s hard to imagine just how he

292

FACTS AND FINDINGS

meant to convey his frustration. How would Dash Domi have deduced
that Mr. Stevens was being sarcastic? Contrary to the possibility suggested
in his voice-mail message to Peter Wolfraim, Brian Stevens had never even
met Mr. Domi at that point. If he wanted to let a new employee like Mr.
Domi know that he was unhappy about not being kept in the loop, why
would he not just tell him so, or alert him to the corporate niceties of
MFP, or explain to him why he would need to know right away? How
would a new employee he had never met be able to discern any sarcasm
at all in that e-mail?
Dash Domi said he couldn’t recall seeing Mr. Stevens’s e-mail at the time,
and had no memory of its content until he and Mr. Wolfraim talked about
it after Mr. Wolfraim testified. Since he had “never exchanged two words
with Brian Stevens” at the time, he thought that if he had read the e-mail, he
wouldn’t have answered it or talked to Mr. Stevens anyway; instead, he
would probably have asked Irene Payne who Brian Stevens was and why he
was congratulating him. But he had no actual memory of having done so.
Irene Payne claimed not to have seen the e-mail until commission counsel showed it to her, and she testified that it was presumptuous of Brian
Stevens to send a message like this before MFP had received official notice
that it had won the business. On the other hand, Peter Wolfraim thought it
was not unreasonable, if Brian Stevens had heard that MFP might win, for
him to be on the phone with lenders without knowing at that time how
large the deal might be.
Brian Stevens said he was almost one hundred per cent certain that he
never received a response from Dash Domi, Irene Payne, or Christine
Vivaldo. Possibly he talked to Sandy Pessione about it, but neither he nor
Sandy Pessione had any real recollection of such a conversation. How odd
that he wouldn’t follow up, given his concern about the possibly urgency
and his annoyance at being kept in the dark.
Sandy Pessione also received a copy of this e-mail. Brian Stevens is not
someone he talked to regularly. He said he must have read the e-mail but
didn’t recall it.
Brian Stevens and Kim Harle were not the only MFP employees who
seem to have been preparing for the City’s business coming their way. On
July 20, the day Policy & Finance Committee made its decision, Ms.
Payne’s assistant made this entry in her notebook:
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4:48 – Mike F - reviewed deals w/Kim Harle re: C of Toronto. Does
someone have a write up on deal to see pricing & related issues, e.g. terminations. Wants more details on deal because heard we have this possibly
been awarded deal. Can you or direct him to who has those details.

“Mike F.” was Mike Flanagan, at that time MFP’s Senior Vice-President of
Trading and Asset Management. Mr. Flanagan couldn’t remember speaking to
Ms. Vivaldo about it, but he recalled hearing that MFP was the lowest bidder
on the RFQ. From that, he believed it likely that MFP would be the winner.
The time of the entry is precise: 4:48. It wasn’t clear at the inquiry
whether it was a voice-mail message from Mr. Flanagan to Ms. Payne or a
conversation between Ms. Payne’s assistant and Mr. Flanagan. The important point is that this was less than two hours after Mr. Jakobek moved his
amendment at the Policy & Finance Committee and less than two hours
after Mr. Domi spoke to Mr. Jakobek right after that meeting. Coincidence?
Maybe, but it sure looks suspicious.
MFP optimism is credible, because it is entirely possible that the bid
results were read aloud. It is also reasonable to suppose that given that reason for optimism, MFP would want to begin preparing to negotiate a deal
with the City. On the other hand, Council was not going to decide until the
end of July, and to take advantage of the 90-day rate guarantee, the City had
until September 11 to put an agreement in place. It seems that MFP would
have had plenty of time, and could have waited until after Council’s decision to start working on it. In the end, the master lease agreement was
signed sometime in August or September but back-dated to July 30, 1999.

C. D ID S OMEONE T ELL MFP B EFORE
C OUNCIL D ECIDED ?
If MFP staff knew they had won before the final decision of City Council,
who could have told them? Dash Domi had developed relationships with
Jim Andrew, Wanda Liczyk, and Tom Jakobek. His contact with all three of
them is dealt with more extensively in other chapters, but because each of
them knew MFP was the winner, and because each of them had been entertained by MFP, the precise details of the entertainment and contact are, in
the end, not that important. It does look more as though Mr. Jakobek is
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probably the one who told MFP, given his brief chat with Mr. Domi immediately after he made his amendment and the message from Mike Flanagan
to Irene Payne less than two hours later. An important lesson, though, is
that these three public servants looked compromised by their relationships
with a supplier, and that is not good.
Complicating things for them was the misleading and unethical way in
which Dash Domi dealt with his expense receipts. This made it difficult to
sort out exactly what contact City officials had with MFP in the months
leading to its successful bid on the computer leasing RFQ.
Did MFP know, before it should have known, that it had won the RFQ?
Other than what he remembered about the day the bids were opened,
Dash Domi said he couldn’t recall how he learned that MFP was the successful bidder. It was his first win for MFP, it was a big one, and he had
aggressively pursued the decision-makers at the City to get it. Yet he couldn’t even remember how he had felt when he found out, or whether he
celebrated the victory. Who told him or when was a blank. Indeed, no one
at MFP could recall how they learned or who told them that the company
had won the deal they had gone after so resolutely. Yet the e-mails Kim
Harle and Brian Stevens sent a month after the bids were opened showed
that they were anticipating the win.
All of the factors point to the conclusion that MFP probably did know
it had won before Council made a decision.
The question of when and how MFP knew it had won generated considerable controversy. If a City official or a councillor revealed an outcome
to a bidder even before City Council decided, it would be a very serious
breach of the oath of office. Their responsibility is to the public, not to vendors. Tom Jakobek, Jim Andrew, and Wanda Liczyk, through their
relationship with Dash Domi, created circumstances where the question
had to be asked. They left themselves open to the accusation that they had
revealed confidential information to him. In doing so, they made the decision to award the contract to MFP appear compromised, thus shaking
public trust in the decisions of City government.
By August 3, 1999, MFP officially knew that it had won. On that date,
Dash Domi, Rob Wilkinson, Jim Andrew, and Kathryn Bulko met for
breakfast. Their recollections of what was discussed varied among them, and
whether the official news was an anticlimax remains an open question.

XIII. MFP AND THE
C ITY S IGN A D EAL :
T HE M ASTER L EASE
A GREEMENT

LOOKING AT WHERE THINGS WENT WRONG with the leasing transaction,
there were many times when more vigilant oversight could have made a difference. The approval of the master lease agreement (MLA) is another one.
MFP used three agreements in the lease structure: the MLA, the program agreement, and multiple equipment schedules. The MLA set out
various terms and conditions for the other agreements in the lease structure.
It was the first agreement to be signed, but it was not the most important
one. Essentially, it was a template for future leasing transactions, to which
equipment schedules would be added.
With the 1997 lease with MFP for the councillors’ computers, the City
already had an MLA with MFP and, presumably, it was familiar with the
terms and conditions in it. In any case, MFP included a copy of it in its
response to the RFQ. The City could have included its own draft contract
in the RFQ, as the Province of Ontario sometimes does with the expectation that the successful bidder will be expected to sign that particular
contract. In any case, since the City had MFP’s proposed contract in hand,
it could easily have asked its lawyers to review it and put in some terms and
295
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conditions favourable to the City. That didn’t seem to have occurred to
anyone.
MFP wanted to be ready in the event that it won this leasing RFQ. Its
lawyers began drafting the MLA even before the winner was known.
Drafting consisted of reviewing the original MLA and updating it to reflect
MFP’s June 1999 response to the leasing RFQ. When MFP heard that it
had won the contract, it was ready and presented the draft to the City. The
City then negotiated with MFP, at arm’s length, and both parties had independent legal advice.

A. B RENDAN P OWER N EGOTIATES
City Council approved the leasing deal with MFP on July 27, 1999.
According to the RFQ, MFP’s quoted three-year lease rates were valid for
only 90 days: that is, until September 11, 1999. As mentioned earlier, MFP
did extend the rate to the end of September. But the City did not know that
MFP would do so at the time, of course, and never asked. As far as the City
was concerned, if it was going to have the benefit of MFP’s rates, it had to
act quickly to get the MLA in place.
Rob Wilkinson was the primary negotiator for MFP. Along with MFP’s
legal counsel, he was able to negotiate the MLA to MFP’s liking.
Brendan Power, a consultant, was the City’s point person in negotiating
the deal with MFP quickly. Although he did have experience in IT leasing,
by his own admission, he was not a leasing expert. But he certainly must
have talked a good line. Only in hindsight, it seems, did anyone at the City
feel that he was not up to the task. No one questioned his ability at the time:
not the IT people, not the Finance people, and not the Legal people. Brian
Loreto,4 a lawyer in the City’s Legal Services Division, and Mark Fecenko,
the City’s outside counsel, both thought he was very capable and eminently
qualified in IT procurement. Mark Fecenko worked with him over the
course of several months, on dozens of matters, and came to respect him as
a strong IT procurement person. Mr. Fecenko had no idea that Mr. Power
was not a City employee.
A great deal of responsibility was handed to Brendan Power, with very
4

Mr. Loreto died not long after concluding his testimony at the inquiry.

MFP and the City Sign a Deal

297

little assessment of his actual abilities. In the case of the MLA, Mr. Power
was charged with negotiating a multimillion-dollar deal with little or no
oversight. He didn’t seek legal advice until very late and then treated legal
scrutiny as a hurdle to be overcome.
Mr. Power could have involved the Finance staff in the negotiations. For
example, he might have consulted them about lessee/lessor obligations, calculations for the lease rates, extensions, buyouts, early returns, interim rent
charges, late charges, interest rates, and so on. He didn’t, and he didn’t involve
Mark Fecenko, either, which was a critical error. It appears that no one at the
City ever specifically told him when to involve counsel, but despite that, he
talked to Mark Fecenko regularly. Even before he got the draft from MFP, he
could have asked Mr. Fecenko to look at the MLA from the councillors’ computer lease in preparation for the negotiations. Going back even farther, he
didn’t involve Mr. Fecenko in drafting the tender document.
Mr. Power began negotiations on his own, starting in early August 1999,
shortly after MFP was informed it was the successful bidder. By August 5, Kim
Harle, MFP’s in-house counsel, had given Rob Wilkinson a revised version of
MFP’s existing agreement with the City. By August 10, Brendan Power had
received and reviewed MFP’s draft. He sent an e-mail to both Jim Andrew and
Lana Viinamae to outline the business issues needed to be settled before the
“legal scrubbing.” He had some concerns. The City would be in default if it
didn’t make the payments on equipment schedules within five days of the due
date, and Mr. Power suggested that the City not agree to that condition. There
was no provision for termination without cause, and Mr. Power thought one
should be added, along with cost tables. And, since equipment would be
moved around from time to time, he thought the City should reach an agreement with MFP about asset management and control, including whose asset
management system would be used. That would be particularly important
when carrying out upgrades or modifications. He also thought that the definition of “equipment” should include software. Finally, he pointed out that the
agreement contained a clause stating that the equipment schedules were to
remain in force even if the agreement was terminated. He said the City should
consider carefully before agreeing to that: “Do I see rolling windows?”
Mr. Power explained that “rolling windows” was a term for renegotiating a lease schedule for longer and longer terms, or staggering the
acquisition of new equipment on lease schedules. That is exactly what was
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to happen with the lease rewrites in July 2000, but despite his evident concern, Mr. Power did nothing to make sure the risk of “rolling windows” was
addressed in the MLA.
Mr. Power and Mr. Wilkinson completed their negotiations on August
17, 1999, and Rob Wilkinson sent an e-mail to Lana Viinamae and
Brendan Power attaching the revised draft MLA and program agreement.

B. T HE C ITY ’ S L EGAL S ERVICES
D IVISION G ETS O UTSIDE H ELP
The City’s Legal Services Division provided legal services to Council, its
committees, and the City’s departments, agencies, boards, and commissions. Approximately 80 lawyers worked there, and in some ways, it
operated much like a law firm. The lawyers didn’t get actively involved in a
matter unless they were asked to. In other words, it was up to City staff to
ask for legal advice. That detail became important as the story of drafting
the MLA unfolded. In this case, it was up to IT, and Brendan Power in particular, to decide when and how to seek legal advice.
The Legal Services lawyers did a significant amount of the City’s legal
work, but not all of it. Sometimes they would engage external legal counsel, and the Y2K Project was one such occasion. The City Solicitor was
Ossie Doyle, and the City lawyer primarily responsible for IT matters was
Brian Loreto. They both testified that the work on the Y2K Project was simply too much to be handled by Legal Services alone.
Following a competitive process, in early March 1999, the City retained
a law firm, then known as Fasken Campbell Godfrey (Faskens), to work on
Y2K matters. The principal contact at Faskens was Mark Fecenko. His practice focused on IT, and he was the co-author of a book on computer-related
agreements.
A section of the retainer letter from the City specified how and from
whom Faskens should receive instructions. For corporate governance and
priority and policy matters, Ossie Doyle had designated Brian Loreto or an
alternate to give instructions. Faskens was to report to Council and its committees through Mr. Doyle. On transactional matters, Lana Viinamae or her
designate would give instructions, as long as any work to be done that
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appeared to bear on corporate matters, priorities, or policies had first been
discussed with Mr. Doyle or his representative. Invoices were to be sent to
Lana Viinamae, copied to Brian Loreto. Any correspondence to Ms.
Viinamae or her designate was to be copied to Mr. Loreto as well.
The reason for directly involving the Y2K Project team was the urgency.
Y2K had an unmovable deadline, and it would be faster for Faskens to deal
directly with the Y2K Project office rather than going through Legal Services.
Usually, Legal Services had considerable oversight over the work of outside counsel. The Y2K Project was one rare occasion when Legal Services
was not going to do any of the work, deferring entirely to outside counsel
who were expected to report to the client department, in this case, IT. Thus
Faskens was not merely supplementing the work of Legal Services, it was
supplanting it, and that was how it was intended. The City needed legal
advice quickly, and this was the only way to do it.
The MLA was purely a transactional matter, so it was appropriate under
the retainer for Mark Fecenko to deal exclusively with the Y2K Project. The
vast majority of the instructions to Faskens on Y2K matters came from
Brendan Power. There was no role for Legal Services to play in the negotiations of the MLA once Faskens was involved, which was the very purpose
of retaining outside counsel in the first place.

C. A Q UICK L EGAL S CRUBBING
On August 18, 1999, three weeks after the deal was approved by Council,
Brendan Power contacted Mark Fecenko for the first time about the leasing
deal to ask him to review the MLA and the Program Agreement. Mark
Fecenko said it wouldn’t have made any difference from a legal point of
view, but I found it odd that Brendan Power never once mentioned to him
that the deal was worth $43 million.
Understandably, and like many lawyers, Mr. Fecenko preferred to be
brought into such discussions early, not at the last minute as he was in this
case. Ideally, he would have liked to have been brought in while the tender
document was being prepared and to have been fully versed on the business
deal the client was seeking to obtain. It certainly didn’t happen here. If it
had, Mr. Fecenko would have advised the City to issue an RFP, not an
RFQ. More important, in the circumstances, he would have known that the
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RFQ contained a considerable amount of RFP language and wasn’t really
just about price.
Brendan Power didn’t usually involve legal counsel in the business case
behind a transaction. Typically, in his many dealings with Mark Fecenko, he
would ask him specific questions about specific legal issues. He seemed to
see legal scrutiny as an obstacle to be overcome once the negotiations were
all over. He followed his usual practice in this case.
The MLA Brendan Power sent Mr. Fecenko contained a reference to the
RFQ and MFP’s response, and Mr. Fecenko asked for a copy of both in
order to understand the deal better. Mr. Power told him that they only set
out the business terms, and all he needed was a review of the legal issues in
the MLA. Mr. Fecenko accepted that, which was reasonable. He had had
enough dealings with Brendan Power to rely on his information, and
besides, Mr. Power told him that the City’s Finance people had reviewed the
other documents and were satisfied.
Thus, Mark Fecenko never saw the RFQ or MFP’s response. As he read
the MLA, everything suggested to him that the deal was as Brendan Power
had described it. Had it been an RFP, he would have insisted on seeing the
other documents, because an RFP would be more likely to contain legal
terms as well as business terms.
At noon of the day after sending Mr. Fecenko the draft, Mr. Power contacted him again. He told Mr. Fecenko that he wanted to get any changes
to MFP’s lawyer the same afternoon so that the contract could be signed
before a number of City executives went on vacation the next day.
Mr. Fecenko testified that his job was to protect the City. He needed to
be satisfied that the two documents he hadn’t seen, the tender document
and MFP’s response, contained no unusual terms and conditions or inconsistencies with the MLA. Mr. Power assured him they contained neither,
and Mr. Fecenko accepted that, again based on his knowledge of Mr.
Power’s procurement expertise.
The same day, having reviewed the MLA, Mr. Fecenko wrote to Mr.
Power raising four points to consider in his negotiations with MFP. They
also talked that day and discussed Mr. Fecenko’s concerns with certain terms
and conditions. In his memo, Mr. Fecenko suggested broadening the language of the “Disclaimer of Warranties of Lessor” section, changing the
notice provisions of the “Default by Lessee” section, and broadening the
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City’s ability to use “Fiscal Funding.” His remaining advice was to change
the order of precedence in the “Entire Agreement” section. As it turned out,
MFP rejected that change. Later, Brendan Power let Mark Fecenko know
that MFP had accepted all of the changes except for one:
Mark, MFP has agreed with your changes to the Agreement with the
exception of Default by Lessee (s.17). The [sic] have suggested a change
of “five days of the due date thereof ” to “ten days of the due date
thereof ”. I discussed with the City Management and they are willing to
accept those terms so the Agreement is ready for signing.

He didn’t tell Mr. Fecenko that MFP had rejected Mr. Fecenko’s suggestion to change the order of precedence in the “Entire Agreement”
section. There was no reason for Mr. Fecenko to doubt the truth of what
Brendan Power had told him, and Mr. Power never asked him to look at
the final version.
Was there anything else he didn’t tell Mr. Fecenko? Yes, there was. There
were four provisions of the MLA that appear to vary from MFP’s response to
the RFQ: asset management; equipment return costs; the right to upgrade
the equipment during the term of the lease; and the effect of payment delays.
Mr. Power didn’t tell Mr. Fecenko about these variations. Why not? He didn’t notice. I am confident that if Mr. Power had shown Mr. Fecenko the
RFQ, MFP’s response, and the MLA, Mr. Fecenko would have noticed these
apparent discrepancies. In choosing to handle this contract without the benefit of Mr. Fecenko’s special expertise, Mr. Power was cavalier and extremely
careless in protecting the City’s interests in a $43 million contract.
MFP wrote the first draft of the MLA. Was MFP careless, too? Why
were there provisions in the MLA that varied from its own response to the
RFQ? Was this deliberate? It was hard to tell. By the time the inquiry
started, MFP and the City were engaged in bitter litigation, with each suing
the other. Neither was prepared to admit anything lest the other try to use
it against them in the courts.
MFP’s position at the inquiry was simple: There were no variations; the
parties must have understood and expected that they were negotiating at
arm’s length, with each looking out for its own interests. The City, it said,
had access to whatever assistance, legal or otherwise, it needed in this
process; indeed, MFP made some changes to the contract specifically in
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response to requests from Mr. Power based on the independent legal advice
he had received. Further, it was the City’s own responsibility to review any
business terms that were important to it and to identify any resulting issues
for inclusion in the final contractual documents. If the City didn’t do this—
well, that wasn’t MFP’s fault; MFP protected its interests and presumably
the City was protecting its own interests, too.
Thus, the final, executed lease documents didn’t incorporate all of Mr.
Fecenko’s advice, and Brendan Power hadn’t given him an accurate picture
of the deal. He had asked Mr. Fecenko to review the MLA on August 18,
and to do it in less than a day as a matter of urgency. In the end, it is not
clear on the face of the contract exactly when the MLA was signed. Some
witnesses said it was signed at the end of August; some said it was the end
of September. What is clear, however, is that the MLA was back-dated to
the end of July, possibly because that was when Council approved the contract. The Program Agreement wasn’t signed until October 1.
Mr. Fecenko didn’t send a copy of his memo to Brian Loreto, even
though the retainer letter from the City explicitly required him to do so.
Mr. Fecenko said it was an oversight and I accept that. Brendan Power didn’t copy Legal Services on his correspondence with Mr. Fecenko, either.
Apparently, he didn’t know he was required to do so and assumed that copying Brian Loreto on correspondence with Faskens was a courtesy.

D. T HE L AST H URDLE : A PPROVAL AS
F ORM AND AN O PINION L ETTER

TO

Contracts binding the City had to be executed by the City’s approved signing officers. As part of the required due diligence, each contract was also to
be approved by the City Clerk’s office (to ensure Council approval) and
Legal Services. It was the practice, although not mandatory, that the City
Solicitor approve a document “as to form” before the Clerk’s office signed
it. Approval as to form meant that Legal Services was satisfied that the parties were correctly named, all of the pages were included, there was a place
for signing, and the authorization stamp and the “approved as to form”
stamp were affixed. If Legal Services had done all of the legal work on the
matter, approval as to form also meant that the document reflected, at least
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on a basic level, what Council had authorized and that it referenced the
appropriate Council authority. It never meant that Legal Services had
approved the contents of the document.
For the MLA, as it turned out, Legal Services only certified that the
MLA “appeared” to be authorized by the Council report, and then relied
entirely on Mr. Fecenko in its assessment that the MLA was “commercially
reasonable.” Therefore, it then became the City Clerk’s responsibility to
ensure that Council had authorized this. It was not clear from the evidence
whether the Clerk knew that this task had been passed from Legal Services
to the City Clerk. As a result, there was a potential gap in responsibility for
confirmation that Council had authorized the MLA.
When the document went to Brian Loreto, he was unwilling to approve
the MLA without some assurance that it had been reviewed by external legal
counsel. On August 20, 1999, only two days after first contacting Mark
Fecenko about it, Brendan Power asked him for a memorandum for Mr.
Loreto to confirm the commercial reasonableness of the MLA. Later that
same day, Mr. Fecenko faxed him a very short opinion letter:
Further to your request, this letter states my view, based on my experience
in dealing with such agreements, that the terms and conditions of
the above-noted agreements fall within the realm of commercial
reasonableness.

What did he mean by “within the realm of commercial reasonableness”?
He didn’t mean that the leasing transaction itself was commercially reasonable. He intended it to mean that the documents referred to in it (the drafts
of the MLA and the Program Agreement) were standard in both form and
content for such a transaction. But how could he know that the MLA fell
into that category? Since he had not reviewed the RFQ or MFP’s response
and had not been part of the negotiations with MFP, he didn’t know all of
the terms and conditions.
Mr. Fecenko admitted that he could have used a better term or phrase.
He also conceded that he didn’t tell Mr. Loreto (who, he knew, would be
relying on his letter) that he had seen only a draft of the MLA and the
Program Agreement and had not seen the RFQ or MFP’s response. Nor did
he say that he had never seen the final version of the MLA. At the time of
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the inquiry, he said he was still comfortable with the opinion he gave. The
City, he said, had asked him to review the legal terms and conditions and
give an opinion on whether there was anything unusual in the documents.
That was what his opinion letter was talking about.
Had Mark Fecenko seen the RFQ and MFP’s response, which Brendan
Power opted not to send him, together with the final MLA, the contract
might have been a very different document. He could have raised the alarm
about the inconsistencies between the background documents and the contract that was to be executed because he would have seen that it wasn’t a
“pure” RFQ. But that is, of course, hypothetical. He didn’t see the background documents. But if he had at least seen the final MLA, he would have
seen that, contrary to what Mr. Power told him, his suggestions had not
been incorporated in the final version. That, too, is hypothetical. In either
case, he wouldn’t have given the opinion letter.
Brian Loreto said he didn’t know that the City was even contemplating
leasing computer hardware and software until Brendan Power told him, on
August 20, 1999, that approval of an agreement was needed. Given the
City’s retainer with Faskens, there was no reason for him to know. He didn’t take part in drafting the RFQ, evaluating the bids, or reviewing the
report that went to the Policy and Finance Committee. He relied entirely
on information from Brendan Power and Mark Fecenko. Based on Mr.
Fecenko’s short letter attesting to the “commercial reasonableness” of the
MLA, he stamped and initialled the document “approved as to form.”

E. T HE D EAL I S S IGNED
The MLA with MFP was signed on or around October 1, 1999, but it was
back-dated to July 30, 1999. Al Shultz, the Director of Accounting Services,
signed on behalf of Wanda Liczyk and Jeff Abrams signed on behalf of the
City Clerk, Novina Wong. Lana Viinamae signed the first equipment
schedule, for more than $20 million, for a five-year term. On October 1,
she sent a celebratory e-mail to Jim Andrew, copied to Len Brittain, Lou
Pagano, Brendan Power, Frank Spizarsky, and Wanda Liczyk:
This is to confirm that we have approved the first MFP “Certificate of
Acceptance”. This covers the majority of our hardware acquisitions to
date for 1999 as outlined in the Council report recommending leasing.
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As requested by Finance, the lease term of 60 months has been used
for this certificate. We can expect our first MFP invoice within the next 2
weeks.

Sixty months? Council hadn’t approved a lease term of 60 months. Why
was Lana Viinamae saying this in her celebratory e-mail? No one asked.
The MLA was properly executed, but it eventually came to light that the
Program Agreement and equipment schedules were not. Lana Viinamae was
the sole signatory of those agreements. She believed that because the July
1999 Council report said the contract with MFP would be “centrally
administered” by the Contract Management Office, it gave her this authority. She was wrong, but her belief was not without foundation.
In July 1999, a “certificate of incumbency” certified by the City Solicitor
specified that a number of people, including Lana Viinamae, were “within
the purview of their authority as an officer of the City, and within the scope
of their designated responsibilities with the City” in signing the MLA, the
equipment schedules, and the program agreement. Although there was
some dispute about how this document came to be created, there was nothing to indicate that Ms. Viinamae intended to mislead the City or MFP, or
to act outside her authority deliberately. In any event, when the error was
discovered in February 2000, the contracts were re-executed, and no one
took the position that the agreements were not binding on the basis that
they had not been properly executed before.

F. T HE S TAGE I S S ET FOR M ORE
C OSTLY M ISTAKES
The negotiation of the MLA with MFP is just another instance of the City’s
lackadaisical attitude to the leasing deal. Brendan Power, a consultant, negotiated the terms of the lease single-handedly. Neither Lana Viinamae nor
Jim Andrew looked over his shoulder or reviewed the terms and conditions
before the MLA was signed. Some of the terms appeared sufficiently inconsistent with the terms in MFP’s response to the RFQ that the City alleged
that MFP engaged in a deliberate “bait and switch” technique. I have disposed of that allegation in chapter XV.
Much more could have been done to protect the City’s interests. Legal
advice was treated as a formality: “legal scrubbing,” in Brendan Power’s
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words. Although Mark Fecenko could have insisted on reviewing the background documents, he had no reason to doubt Mr. Power’s truthfulness and
abilities. Mr. Fecenko clearly had the necessary experience to understand all
aspects of the leasing deal. Regrettably, he was asked to look at only a small
part of it. In fact, he was given only selective information about the City’s
goals and its progress toward them. In the end, his knowledge and ability
were largely wasted, because Brendan Power gave him neither complete
details nor the contextual framework in which to consider the document.
The City was bound by the deal it made, and there is little doubt that
some parts of the contract could have been more favourable to the City. It
was just the beginning, however. The administration of the agreement—the
sale and leaseback, the change from three-year lease terms to five, the lease
rewrites, and the lack of asset management—would prove costly, as will be
seen in other chapters.

XIV. M ORE B UMBLING :
E XTENDING THE L EASE
FROM T HREE Y EARS TO
F IVE

HOW DID IT HAPPEN? The RFQ asked for three-year lease rates, yet the very
first lease schedule the City signed with MFP on October 1 was for five
years. The switch to five years boosted MFP profits and substantially
reduced its risk. It also cost the City far more than the three-year lease MFP
quoted in its bid. Yet experts told the inquiry that the extension to five years
had little if any merit.
No new contract was put out for tender. The bidders on the May 31
RFQ were not invited to submit new numbers for a five-year lease. No
paper trail existed to document the switch to a five-year lease term. Except
for a brief calculation by Len Brittain, using hypothetical numbers, the City
didn’t even compare the costs of three-year and five-year terms. When Lana
Viinamae signed the first equipment schedules, the City didn’t even have
the lease rates from MFP.
How could such a thing happen? The City was a victim of its own failings:
• City staff failed to ask the right questions to determine with certainty
whether Council had approved five-year leases.
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• The City failed to consider whether five-year leases made sense considering the life expectancy of the leased equipment.
• The City failed to get the five-year lease rates before signing.
• The City failed to analyze the cost of five-year lease rates compared with
three-year rates (which it couldn’t do because it didn’t have the five-year
rates).
• The City failed to consider whether a new tender should be issued for
five-year leases.
Once again, communication between individuals and between IT and
Finance was sorely lacking. Each staff member involved in extending the
lease terms paid too little attention. The lack of a paper trail is astounding:
Not one person thought to document what was happening. No one exercised real management oversight. With the innocuous-looking Jakobek
amendment, and no semblance of due diligence by City staff, MFP was able
to obtain a much more favourable deal, without bidding again and without
competition. The inquiry’s leasing expert said MFP gave the City reasonable
five-year rates, but since the City performed no proper analysis, that was
just lucky for the City.

A. T HE J AKOBEK A MENDMENT I S
N O C LEARER
Wanda Liczyk co-wrote the report to P&F. She knew it recommended a
three-year lease and that only at the end of three years would the City analyze whether it should extend the leases beyond three years. She knew that
the report required her to report back to P&F on new leasing proposals. She
knew that most of the equipment on lease had a three-year life span, and
she knew, from her North York experience, that the lease term should match
that life span. She also knew that the financial analysis in the P&F report
was based on only a three-year term and didn’t consider the financial advantages or disadvantages of longer lease terms.
Wanda Liczyk said she never thought the Jakobek amendment gave them
authority to put all $43 million worth of assets on a five-year lease. She said
it wouldn’t have been prudent for Council to approve that without a detailed
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financial analysis. According to her, she asked Len Brittain to work with IT
to assess the practical impact of the Jakobek amendment after the July P&F
meeting. She wanted him to assess whether the amendment benefited the
City and, in particular, whether any of the assets to be leased had a life span
of more than three years. She thought that only a small amount of equipment would fall within the meaning of the Jakobek amendment.
Len Brittain recalled no such instructions from Ms. Liczyk. And it made
sense that during this heady, busy time, she wouldn’t ask him to do a detailed
analysis until Council made a final decision. Why do the work before Council
approved? Ms. Liczyk said so herself. Council often changes, clarifies, or adds
to recommendations in committee reports. For that reason alone, it is doubtful that she asked Len Brittain to do the analysis at that time. Moreover, I
found Len Brittain to be a truthful, responsible, and honourable witness. He
stepped up and took responsibility for his department. Indeed, he made a
point of telling me at the end of his testimony that if there was to be any finger pointing, it should be directed at him and not at his staff. I believed him
when he said he recalled no such instruction from Ms. Liczyk.
Because no one brought it up after the Policy and Finance Committee
meeting, what would prove to be a very significant amendment slipped
through, with no follow-up or financial analysis.

B. A H INT

OVER

B REAKFAST

No one at MFP or at the City could recall who told MFP that it had won,
but it was official by August 3, 1999. On that day, Dash Domi and Rob
Wilkinson met Jim Andrew and Kathryn Bulko for breakfast. It seems this
was the first meeting between MFP and the City after Council awarded the
contract to MFP.
Now that MFP was the successful bidder, it was time to start talking
about the details of the deal. MFP wanted to know about the impact of the
Jakobek amendment, and whether it opened the door to five-year leases.
Mr. Wilkinson brought along charts on three-, four-, and five-year lease
terms and floated the idea that a five-year lease would benefit the City: it
could flat-line its budget over 60 months. There was no discussion about
the difference between the overall cost of a five-year lease and that of a
three-year lease.
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No decision was made at that meeting, and rather than discuss it with
the Finance people himself, Jim Andrew suggested that Rob Wilkinson contact senior Finance staff to propose extending the lease term. He saw a lease
extension as essentially a Finance issue but conceded that Finance would
have needed input from IT on the life span of the assets to decide whether
a five-year lease was sensible. It didn’t occur to him, it appears, that a fiveyear lease was beyond what Council had approved. Even so, as he conceded
at the inquiry, he should certainly have made sure that Brendan Power, who
was responsible for the negotiations between the City and MFP, was
involved in any discussion about three-year versus five-year lease terms, yet
he didn’t do that.

C. ROB W ILKINSON E DUCATES
THE IT S TAFF
One or more of Brendan Power, Lana Viinamae, Kathryn Bulko, and Line
Marks met with MFP about every two weeks in August and September
1999. There was generally no particular agenda. Rob Wilkinson said they
talked about “whatever was on anybody’s mind.” He also thought that “a lot
of what was going on in these meetings was educating them about the
processes associated with leasing.” They discussed the life of the computer
assets, refresh strategies, and the length of the lease term. Regrettably, Jim
Andrew didn’t attend those meetings. He could have been providing leadership on the City’s refresh strategy.
Ms. Viinamae, Ms. Bulko, and Ms. Marks had no leasing experience whatsoever. They regularly deferred to Brendan Power who, while knowledgeable,
was no leasing expert, as he himself said. Brendan Power, for his part, never
involved any lawyers in considering the options. They were all business-related
decisions, he thought, and didn’t need the benefit of a lawyer’s training.
In August, Lana Viinamae had assumed responsibility for computer leasing, and she met with Rob Wilkinson about three times in August and
September to discuss leasing issues. In her mind, Council had approved a
three-year leasing contract with MFP, and MFP was to be the vendor of
record for that time. Her first meeting with Rob Wilkinson and Dash
Domi, on August 12, was to discuss the process for leasing computer equip-
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ment. By this point, two months had passed since the close of the RFQ and
the clock was ticking on the 90-day rate guarantee period. MFP President
Peter Wolfraim testified that he would have been open to talking about
holding the rates longer if the City had asked. As it was, because of its
response in the RFQ, MFP was guaranteeing its price until October 1 anyway, so this in effect gave the City another 20 days or so to accomplish what
it needed to do. But, inexplicably, Lana Viinamae knew nothing about a 90day rate guarantee, let alone any extension to it. No one had ever told her,
so she didn’t know to ask about the need to move quickly. As a result, when
she learned that MFP needed the serial number of each computer for the
sale and leaseback—obviously an onerous, time-consuming task—she didn’t realize that it had to be done by the end of September.
Rob Wilkinson, an experienced leasing representative, was at these meetings to speak for MFP. He had been at MFP for a long time. He was one of
the first people MFP hired, and he knew as much about IT leasing as anyone in the industry. When a sales representative needed numbers or
complicated transaction modelling, he was the “go to” guy. He negotiated
terms with Brendan Power on the first lease to be rolled out. On the
strength of his presentations, the City would decide to extend lease terms,
blend and extend leases, and reorganize hardware and software lease schedules. The City should have had an equally qualified representative to protect
its interests. Instead, it relied on its supplier to educate its staff.
The pressure of Y2K had meant that a huge number of desktops had to
be replaced all at once. In the course of these meetings, MFP learned that
mass replacement in one fell swoop was unlikely to happen again. The City
was under financial pressures. There would have to be some type of refresh
strategy, or the assets would have to be used for a longer term.
Not surprisingly, a key concern for the IT people was to find some way
to give the City breathing room to develop a refresh strategy. It didn’t have
one. Rob Wilkinson told them a five-year lease would give the City time to
develop one. Meanwhile, everything could go on a five-year lease, but the
equipment could be replaced earlier if that turned out to be the refresh strategy. They would have time to figure it out.
Rob Wilkinson knew that it was highly unlikely the City could replace
all the equipment in three years. Indeed, that was one of the risks MFP took
when it bid at a loss on the RFQ, but it knew the odds were in its favour.
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It was highly improbable that the City would return all those thousands of
desktops on one day at the end of a three-year term. This informed MFP’s
aggressive pricing on the bid, as Mr. Wilkinson acknowledged: “It is what
helped us support such a large investment, because we knew that at the end
of three years the odds of us getting month-to-month rent was very high. . . .
That was what our thinking was and they [the City] should have equally
known that.” Peter Wolfraim confirmed that if the City had exercised its
purchase option at the end of the three-year lease, MFP would have lost
money. He also felt that wouldn’t happen.
Rob Wilkinson said the City should have requested lease rates from bidders for 36, 48, and 60 months. Nadir Rabadi had made the same
suggestion when the RFQ was being drafted, but it didn’t get into the tender document. Had the City initially prepared a thorough business plan
addressing what it was really looking for before it issued the RFQ, the problem of replacing all the equipment at the same time would have surfaced, as
would the wisdom of asking bidders to quote on various lease terms and to
provide refresh strategy options. But it was too late for that now.
Mr. Wilkinson knew about the City’s serious budget pressures and
thought that suggestions to reduce or smooth out the annual operating
costs of leasing would be welcomed. Five-year leases were rare for MFP, and
it didn’t even have a quote on them, but the City wanted budget relief and
stretching the leases was one way to do it. He proposed a staggered refresh
strategy over three, four, and five years.
It looked attractive to IT staff, and none of them ever turned their minds
to the problem that Council had approved only a three-year lease.
MFP met with City staff about 10 times in August and September,
between the time MFP won the RFQ and the time the contract was signed.
Lana Viinamae, Kathryn Bulko, Brendan Power, Line Marks, Len Brittain,
Wanda Liczyk, and Jim Andrew all attended meetings with MFP during
those two months.

D. T HE P ITCH

TO

F INANCE

In the April 1999 City Finance newsletter, Wanda Liczyk listed the 1998
accomplishments and the 1999 priorities for her department. She described
1998 as “an amazing year,” because “in conjunction with the CAO and City
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Departments, we presented an operating budget that had no increase in
taxes.” Mayor Lastman had campaigned on a zero tax increase for 1998,
1999, and 2000. Clearly designated as a 1999 priority, and incorporated in
the budget presentation to the Budget Committee, was a zero-increase operating budget for 1999.
Rob Wilkinson thought that the meetings with IT had evolved to the
point where Finance should be involved. He and Dash Domi were to meet
with Wanda Liczyk and Len Brittain on September 21. Wanda Liczyk
recalled that MFP asked for the meeting to present possible scenarios under
the Jakobek amendment. The day before the meeting, Mr. Wilkinson faxed
Ms. Liczyk some materials in preparation for the meeting, with a handwritten note:
Wanda,
I have attached two scenarios. The first is projecting the lease payments over 10 years using a 36 month lease and a 36 month refresh cycle.
The second is projecting a 60 month lease with a 36 month refresh cycle.
You will notice that the 60 month lease gives you a more constant
annual lease payment than 36 months.
The model we will show you tomorrow is designed to be interactive
between both of us. We will go through several scenarios involving the
sale lease back credits.
Rob Wilkinson

This meeting was the first time Rob Wilkinson met Len Brittain, and he
went to the meeting thinking there was now a consensus in IT that the lease
should be extended to five years for desktops, that IT staff were receptive to
a refresh strategy for 36, 48, and 60 months, and that the purpose of the
meeting was to get Finance on the same page. In fact, there was no such
consensus in IT. Lana Viinamae, for one, was adamantly opposed to extending the lease to five years.
Mr. Wilkinson presented to Ms. Liczyk and Mr. Brittain the five-year
lease scenario, which included refreshing the equipment in thirds at intervals of 36, 48 and 60 months. He expected the City to analyze the proposal
and understand, as he did, that the total cost of leasing was greater on a fiveyear lease than on a three-year lease. It would flatten out the City’s payment
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stream, but it would be using MFP’s money for a longer period. So it would
cost less each year, but more overall. Extending the lease terms beyond the
useful life of the assets thus reduced the lease payments in the early years,
but from the time of the first replacement under the refresh strategy, the
cost would go up.
Structuring the leases over 60 months, with refreshes during the term,
would increase the probability that MFP would be selected as the lessor during the refresh period, thus prolonging its profitable relationship with the
City, as Rob Wilkinson knew. A further advantage for MFP was the minimal risk to the company. It invested essentially no additional money and
simply made more profit on the transaction. Consequently, as Mike
Flanagan of MFP said, the MFP investment committee only discussed the
extension in a “cursory manner.” The benefits for MFP in the change to a
five-year term were obvious to them.
But at their meeting, neither Len Brittain nor Wanda Liczyk asked Mr.
Wilkinson whether it would cost the City less to stay with the three-year
lease and exercise options at the end of the term. Wanda Liczyk didn’t stay
for the entire meeting, but Mr. Wilkinson felt that both she and Len
Brittain had reacted positively to his ideas.
Ms. Liczyk denied conveying the impression that she favoured the
proposal. Based on Mr. Wilkinson’s information, though, she understood
that the five-year lease proposal involved a vast amount of equipment,
and that it defeated her goal of matching the life span of the equipment
to the lease term. She also realized that the MFP proposal was radically
different from what she believed was authorized through the Jakobek
amendment. Yet it never occurred to her that it was a problem to go to a
five-year lease when the RFQ had asked only for three-year rates. It
should have.
Ms. Liczyk said she expected MFP to send a written quotation on fiveyear lease rates, tied to specific assets. After the meeting, she asked Len
Brittain to assess whether the City should pursue any of MFP’s proposals.
Mr. Brittain was to meet with the IT people the next day.
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WITHOUT

C OMMUNICATING
The next day, Jim Andrew heard about the meeting between Wanda Liczyk,
Len Brittain, Rob Wilkinson, and Dash Domi. He knew that five-year leases
and a staggered refresh policy were discussed. He thought that perhaps he was
out of the loop. So he called Rob Wilkinson. They chatted about the major
points covered at the meeting. Mr. Andrew asked him to send him material
on a comparison of 36- and 60 month-leases. Mr. Wilkinson obliged.
Interestingly, Jim Andrew seems not to have considered getting that
information from Wanda Liczyk and Len Brittain, his own City colleagues
who attended the meeting. That was an illustration of the silo mentality at
the City: a senior staff person didn’t first think to speak to someone within
the City. It also shows why Jim Andrew either should have been either more
personally involved with this transaction or should have ensured that
Brendan Power was more involved, given that he was one of the few people
who understood the repercussions of the five-year term.
The same day, Len Brittain and Don Altman from Treasury met with Jim
Andrew, Lana Viinamae, and Line Marks from IT to discuss the MFP proposal. After the meeting, Ms. Viinamae thought Finance seemed interested in
extending the leases to five years. IT wanted to stay with a three-year lease to
keep the City’s technology current and have a lease term to match the threeyear equipment warranty. She came away from the meeting thinking that the
lease extension was being considered only for software, not hardware.
Jim Andrew claimed that he made only a brief appearance at this meeting. He delegated to Lana Viinamae the authority to make decisions on his
behalf on the lease transaction with MFP.
The next day, September 23, Len Brittain did a crude analysis of the 60month option. Mr. Brittain himself said it was rudimentary, done at a
conceptual level using hypothetical numbers. He didn’t contact IT to get
real numbers. But even this rudimentary analysis showed that a 60-month
lease didn’t make financial sense, so he didn’t take it any further than that.
It was the City’s only financial analysis of the five-year lease option.
But Len Brittain dropped the ball. He didn’t follow up on his conclusion
or delegate further analysis to his staff. Nor did he inform his boss, Wanda
Liczyk, that it made no financial sense.
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After the meeting with Treasury, MFP prepared the first lease, a five-year
term for $20 million. Ms. Liczyk denied that she directed MFP to prepare
it, and she didn’t think Len Brittain would have authorized it without doing
an in-depth analysis of the proposed transaction. Thereafter, everything but
the leases for the councillors’ computers would go on a five-year lease.
A week after that meeting, on October 1, Lana Viinamae copied Len
Brittain on the e-mail in which she said she had approved the first “certificate of acceptance” from MFP, with a lease term of 60 months “as requested
by Finance.” Even then, he didn’t point out that Finance had not requested
a 60-month term. He simply assumed the decision must have come from
Ms. Liczyk. But Ms. Liczyk was the very person he hadn’t told about his
analysis results: the 60-month lease was a bad deal for the City.

F. W HERE

THE

B UCK S TOPPED

Who actually authorized the five-year leases? The question was the cue for
a chorus of “Not me.”
The City didn’t have even the semblance of the kind of integrated decision-making mechanism essential for a complex decision like this.
Compounding that systemic flaw, were the personal flaws. Several of the
people involved simply failed to do what they should have done.
In the inquiry witness box, Wanda Liczyk tried to shift the blame onto
Len Brittain, claiming that she relied entirely on his expertise and thoroughness. She trusted that Mr. Brittain had done his due diligence, had
consulted with IT, and had concluded that it was appropriate for the City
to enter into a 60-month lease with MFP. He had told her that everything
was fine. But her testimony was at odds with Mr. Brittain’s on this issue.
According to Ms. Liczyk, sometime in late September, Mr. Brittain told
her that some of the computer assets could indeed be placed on a five-year
lease, and that the extension was consistent with P&F and Council
approval. She was satisfied with his response and didn’t ask him for any further information or a written analysis.
Len Brittain, on the other hand, denied that he had told her any such
thing. Indeed, it would have contradicted the rudimentary financial analysis he had done. To do a full analysis, he would have needed information
from IT and prices from MFP. MFP didn’t give the City a written quota-
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tion until after Lana Viinamae signed the lease, so Mr. Brittain couldn’t
have done any analysis with real numbers in any case.
Ms. Liczyk testified that she assumed that only a minor amount of
equipment would be on a five-year lease, and not the full $43 million. She
didn’t ask Mr. Brittain to confirm the quantity because she was confident in
his strong analytical abilities. Nor did she give any thought to whether the
City should issue a new tender for five-year rates, given that the RFQ had
asked only for three-year rates.
Because she thought it was only a minor change to the lease term, she
claimed, she didn’t think it necessary to report back to P&F, despite the
requirement in Recommendation 4 of the report approved by Council that
she report back “on new leasing proposals and the financial impact for the
balance of the equipment and software.”
It is difficult to believe that Ms. Liczyk didn’t know that a significant
portion of the computer equipment would be on a five-year lease. Lana
Viinamae copied her on the e-mail she sent to Jim Andrew where she
reported that the first certificate of acceptance covered “the majority of our
hardware acquisitions to date for 1999.” Ms. Viinamae’s e-mail also said
that Finance requested the 60-month lease term. If Ms. Liczyk wasn’t the
Finance person who had authorized it, then surely she would have known
that Ms. Viinamae didn’t mean her. And she would have known that it
wouldn’t have been Mr. Brittain, because he wouldn’t have done something
like this without first consulting or even notifying her. Ms. Liczyk knew
from her meeting with MFP in September that the five-year option was a
radical departure from the RFQ—and did nothing about it. Perhaps
because of her friendly relationship with Dash Domi, she was acquiescent
and passive. She failed to exercise the hands-on oversight for which she was
so well known, and she failed to report back to P&F despite a clause in the
P&F report obliging her to do that.
Len Brittain is fully at fault for not analyzing the five-year lease option
more thoroughly than he did, but he didn’t actively mislead Ms. Liczyk
about his conclusion that the five-year lease was a bad deal.
Lana Viinamae testified that, until the last week of September 1999, she,
Jim Andrew, and Brendan Power all thought the lease was going to be for
three years. It was Jim Andrew who told her it was five years. She said that
she told him about her objections to five-year leases. It was important for
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the lease terms to coincide with the warranties and life expectancy of the
assets, and she had particular reservations about the printers and the storage
technology, which she didn’t believe would last more than three years. Jim
Andrew told her it was a Finance decision, not an IT decision, and they
were going to have to live with it. A five-year program was better than no
refresh program at all, he told her. Jim Andrew had no recollection of having this conversation with her. Whether or not the conversation took place,
obviously IT and Finance had failed to communicate.
Jim Andrew was well aware of the decision to extend the lease. He went
to a few of the August and September meetings. He asked Rob Wilkinson
to send him the charts from the September 22 meeting between MFP and
Treasury, and he also contacted Wanda Liczyk to suggest that Len Brittain
meet with IT to finalize the transaction. Although he had several concerns
about extending leases to five years and knew that Lana Viinamae did also,
he didn’t tell Wanda Liczyk or other Finance staff.
Lana Viinamae asked Brendan Power whether there was Council authority to extend the leases to five years. With no basis for his opinion, Mr.
Power told her that the Jakobek amendment authorized it. Ms. Viinamae
didn’t read the amendment to verify that, nor did she contact anyone in
Finance or Legal or the City Clerk to confirm that she had the authority to
enter into the five-year transaction.
Shortly after she talked to Brendan Power, Ms. Viinamae said, she ran
into Wanda Liczyk in the lobby of City Hall. She took the opportunity to
tell her that she was not happy with the idea of the five-year leases.
According to Ms. Viinamae, Ms. Liczyk explained that the budget constraints made the five-year leases necessary. It was now clear to Lana
Viinamae from what Ms. Liczyk said that all of the equipment would be
leased for five years. Ms. Liczyk had no recollection of this conversation
with Ms. Viinamae.
In hindsight, Ms. Viinamae acknowledged that she ought to have confirmed her understanding of the situation in writing to Ms. Liczyk. On the
other hand, no one reacted to her e-mail to Len Brittain on October 1 in
which she announced that the lease terms had been extended to 60 months
at the request of Finance.
Two draft letters to City Commissioners also provide some insight into
who authorized the extension to five years. Brendan Power wrote the first
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draft on September 17. It said that IT was announcing the new leasing program with a three-year lease. After the September 22 meeting of Finance
and IT staff, there was a second draft, written on September 30. This time,
the lease terms were four and five years, and both IT and Finance were
doing the announcing. Lana Viinamae testified that this second letter
reflected the direction change in the last week of September.
Line Marks sent the September 30 draft to Lana Viinamae, Jim Andrew,
and Wanda Liczyk for signature. Ms. Marks couldn’t recall getting signed
letters back, and it appears that the letter was never sent to the
Commissioners.
So where did the buck stop? Who decided to go to five-year leases?
Wanda Liczyk did. No IT person would want leases with a term longer than
the life of the asset. Len Brittain would never have taken it upon himself to
make the decision without a thorough analysis, and even his superficial
analysis showed that it wasn’t a good deal. Wanda Liczyk made the decision
herself to address budgetary constraints. And she did it without considering
whether such a change contravened the authority granted by Council or
considering whether the change would affect the City’s technology capability. She knew there had been no financial analysis, and therefore she failed
to make a principled financial decision.

G. L ANA V IINAMAE S IGNS THE F IRST L EASE
AND T HEN G ETS MFP’ S R ATES
The confusion, misunderstanding, and lack of communication that characterized the leasing deal from the beginning continued right up until the deal
was inked. The person who signed a deal worth tens of millions of dollars,
a deal the City had been working on for months, had no idea what she was
signing. As it turned out, she wasn’t even supposed to sign the document,
but that was remedied later on.
Ms. Viinamae assumed that everything was fine. Otherwise, she wouldn’t
have signed. It was the largest commitment Ms. Viinamae had ever signed for
the City. She signed it without noticing that the printers were on the lease
schedule. She admitted this was an oversight. Ms. Viinamae assumed that bidders had actually provided rates for a variety of lease terms. She assumed that
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the lease rates were a Finance responsibility. She assumed that the deal had
been properly analyzed. She assumed that the lease rates were the same as
those in MFP’s bid. She relied on Brendan Power, the assumed leasing expert.
Of course, all of these assumptions were dead wrong. But almost everyone else who touched this file also assumed everything was fine and being
taken care of by someone else.
When Lana Viinamae first saw the document containing the lease rate
factors, she had no idea what it was and asked Brendan Power to explain it
to her. Not surprisingly, they had different recollections of the conversation.
According to Ms. Viinamae, Brendan Power told her the lease rate factors would govern the first quarter, namely October 1 to December 31.
They would change each quarter, like a bond rate, according to industry
standards, and were consistent with MFP’s response to the RFQ. Brendan
Power said he told her the lease rates were different from MFP’s original bid
and not tied to any external benchmark.
Brendan Power had not questioned the five-year term, even though he
thought it inadvisable. Finance, not IT, was responsible for the decision to
extend the lease, in his view. Although he didn’t think Lana Viinamae would
have recommended a five-year lease for hardware with a three-year life span,
he also said that she had asked him to get MFP’s 60-month lease rate. Ms.
Viinamae denied that.
Mr. Power did indeed get 60-month lease rates from Dash Domi on
October 6, and he did send them to Lana Viinamae. But by that time, she
had already signed the lease schedule. In other words, the City committed
to extending the lease period to five years before anyone knew MFP’s rates.

H. W HAT W ENT W RONG ?
Staff should have asked for Council approval of the lease extension from
three to five years. Wanda Liczyk herself didn’t think the Jakobek amendment contemplated extension of the lease term for all of equipment.
Confusion reigned about the meaning of the amendment, and staff should
have asked for clarification and verified that there was authority for extending the lease term.
Needless to say, before making a decision to go to a five-year lease term,
the City should have obtained the lease rates from MFP and conducted a
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full analysis of the financial implications of the extension. The inquiry’s
experts concluded that if the City had analyzed the five-year rates and compared them with the RFQ rates, the significant cost increase would have
been obvious.
The inquiry’s leasing experts also confirmed that a staged refresh could,
in fact, have been accomplished under the three-year lease, and that the
three-year term was by far the best option for the City. The rates MFP
quoted for the RFQ were excellent, the three-year term appeared to match
the expected life of the equipment, and the three-year option was less
expensive than the five-year lease.
Even given all the other errors to that point, staff should have asked
MFP for the lease rates, and IT and Finance staff should have worked
together to analyze the five-year proposal. Brendan Power, Lana Viinamae,
and Jim Andrew should have made sure that Mr. Brittain had all of the
information he needed from MFP. Since they didn’t, Len Brittain should
have followed up with IT to get the information he required.
As the head of her department, Wanda Liczyk should have made certain
that Finance did a full evaluation of the five-year lease proposal. And she
should also have made her position on the matter clear to IT. Lana
Viinamae, for example, certainly believed that all of the equipment was to
be placed on a five-year lease, not just some of it.
Even after the further serious error of failing to analyze the options, the
City, since it had decided to extend the lease terms, should have issued a
new tender or invited those who had bid on the RFQ to bid on a five-year
lease. A five-year lease is a substantially different transaction. By issuing a
new tender, the City would have verified that MFP’s five-year rates were
competitive. They were, but that’s beside the point.
Lana Viinamae was notorious for confirming decisions via e-mail and
copying “the world.” She should have confirmed what she thought were
Ms. Liczyk’s instructions and copied Jim Andrew, Brendan Power, and
Len Brittain. If she had done that, perhaps someone would have noticed
that Finance and IT were not on the same page, and that a full analysis
had not been done. And she should not have relied solely on Brendan
Power, a consultant, for answers to her questions about her authority.
Effectively, she signed the biggest commitment she had ever made on
behalf of the City in a vacuum.
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The MFP transaction was concluded in the same atmosphere of passivity, neglect, and failed communication that plagued the procurement
process from the outset. A vague and suspect amendment by Councillor
Jakobek opened the door to a sequence of errors that culminated in the
City’s missing a great opportunity to sign on at excellent three-year rates.
Instead, it accepted Mr. Wilkinson’s entirely unnecessary five-year pitch
and, in the process, spent much more of the taxpayers’ money than necessary. Meanwhile, in the midst of negotiations with MFP, the senior staff
who should have been meeting to communicate about the City’s interests
had time to meet on the golf course, courtesy of MFP.

I. M EANWHILE , U NOFFICIAL M EETINGS —
O N THE G OLF C OURSE
In the midst of all the serial bumbling inside the City, the coziness between
MFP and City staff continued. In mid-August, MFP invited Jim Andrew to
a performance by Cirque du Soleil, the well-known circus arts company.
Mr. Andrew declined. Tom Jakobek hosted Wanda Liczyk, Jim Andrew, and
Dash Domi for golf on September 2. After the game, they all went to Mr.
Jakobek’s house for drinks.
On September 23, MFP held a golf tournament at Glen Abbey, attended
by Jim Andrew, Lana Viinamae, Kathryn Bulko, and Paula Leggieri. Given
that the City and MFP were still negotiating with MFP, staff (but especially
Jim Andrew and Lana Viinamae) should not have attended any entertainment events hosted by MFP during this time. Lana Viinamae, for example,
was one week away from signing the equipment schedules for five-year lease
terms that had never been put out to tender.
CAO Mike Garrett rightly told the inquiry that staff should not accept
favours from a company during contract negotiations because that could
influence objective decision making. Jim Andrew conceded that, by the
time of this golf tournament, his guard was down and his ability to fully and
objectively assess MFP’s proposals was compromised.

XV. M ISMANAGING
MFP L EASES

THE

SO FAR, THE STORY OF COMPUTER LEASING at the City of Toronto has been
filled with tribulations and errors: the pressures of amalgamation and Y2K,
conflicts of interest, and a leasing company that offered relationships over
substance. But it is also the tale of massive bureaucratic mismanagement
that ended up costing the City millions of dollars.

A. F ORM BUT N OT F UNCTION : T HE
C ONTRACT M ANAGEMENT O FFICE
A contract with MFP was in place, and the report to the Policy and Finance
Committee in July 1999 had specified that IT would “centrally manage the
contract administration.” Within IT, the Contract Management Office
(CMO) was formed to do the job. The CMO had three areas of responsibility: IT procurement; issuing RFPs, RFQs, or other tender documents for
IT equipment; and managing leasing.
Lana Viinamae had become increasingly involved in leasing, and by
the fall of 1999, with no prior technology leasing experience, she was in
charge of computer leasing at the City. That was when the CMO started
to take shape, but it didn’t exist formally until January 2000. Kathryn
Bulko, Line Marks, and Paula Leggieri were all working in the Y2K
Project office, and as it wound down, the advent of leasing presented a
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new employment opportunity. All three of them would take on important
roles in the CMO.
Kathryn Bulko was a long-time City employee, but her new job in the
CMO was her first management position. She officially became Manager,
Contracted Services, on January 18, 2000, reporting to Lana Viinamae, but
she started working on leasing matters in the fall of 1999. She had little prior
leasing experience, but she worked hard and often put in very long hours.
Line Marks was Lana Viinamae’s assistant throughout the Y2K Project,
although her job title didn’t do justice to the scope of her work. She worked
tremendously hard and was loyal to Ms. Viinamae to a fault. Her first and
most significant task in computer leasing had to do with the sale and leaseback. She eventually became Supervisor, Contract Administration,
Coordination and Approval, in the CMO. (Incidentally, Ms. Marks was testifying at the inquiry, with about two minutes of questions left to go, when
the entire eastern seaboard had a massive power failure. This resulted in a
week-long forced adjournment for the inquiry during the energy conservation period that followed in Toronto. In the end, she didn’t have to be
recalled when the hearings resumed after the blackout.)
Paula Leggieri likewise had no leasing experience. She was the logistics
manager in the Y2K office, responsible for dealing with the details of office
space, furniture, and equipment. She was hired as the Supervisor,
Technology Leasing Administration, Coordination and Approvals, in the
CMO.
So none of the three people Lana Viinamae selected had experience in
leasing, and all of them would play important roles in administering the
contract with MFP. They cannot be faulted for looking ahead and recognizing that leasing administration would be an opportunity for further
employment once the Y2K Project was over. Unfortunately, their new jobs
outstripped their abilities, and with no time for formal training courses,
they had to learn about leasing on the job.
Lana Viinamae hired them, and there was a competition for the jobs.
Leasing requires a thorough understanding of finance, IT, and administration, and Ms. Viinamae had little leasing experience herself. She failed in
her duty to make sure that she, or her staff, had sufficient training and experience to analyze and administer the leasing transactions, which were now
in her charge. As a result, the CMO was simply not up to the job.
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1. T HE L EASING P ROGRAM T HAT WASN ’ T
Throughout the inquiry, City staff referred to the “Leasing Program,” giving the impression that it was a formalized program authorized by City
Council. It was not. Council only authorized putting $43 million worth of
equipment on a three-year lease with MFP. There was no leasing program.
Nevertheless, the CMO staff seemed to believe that City Council had actually authorized putting all computer hardware and software acquired over a
three-year period, not limited to $43 million, on lease with MFP. They also
believed that MFP was the City’s vendor of record for leasing. That wasn’t
accurate either.
Starting in the fall of 1999, Y2K Project office staff who would later work
in the CMO began developing forms and an approvals process for leasing
hardware and software. Paula Leggieri and Brendan Power, and to a lesser
extent Lana Viinamae, Kathryn Bulko, Line Marks, and staff in Purchasing,
all worked on these leasing-related documents, including flow charts, business
rules, procedures, and early drafts of the Information and Technology Leasing
Approvals (ITLA) form. In its final version, that form clearly demonstrated
the misapprehension that a leasing program existed. At the very top of the
form was a paragraph summarizing the so-called authority to lease:
Approved pursuant to the Delegated Authority contained in Clause No. 2
of Report No. 24 of the Strategic Policies and Priorities Committee entitled “Year 2000 Business Continuity Plan” adopted by City Council on
November 25, 26, and 27, 1998, and the delegated authority contained
in Report No. 4 Clause 11 of The Policy and Finance Committee entitled
“Leasing of Computer Equipment and Software Information and
Technology Products and Services” adopted by the Council of the City of
Toronto on July 27, 28, 29 and 30, 1999. MFP Financial Services is the
Vendor of Record for Leasing.

The last sentence said that MFP was the “Vendor of Record for Leasing,”
meaning that it had the exclusive right to be the City’s leasing provider.
Senior management in IT may have wanted such an arrangement, but it
was not what they had asked the Policy and Finance Committee and City
Council to authorize.
But there it was in black and white. The form was developed by the
CMO, but eventually all City departments used it for acquiring computer
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hardware and software and putting it on lease, so the fiction spread
throughout the City.
It is not clear who drafted the form. Paula Leggieri credited Brendan
Power with drafting it, but he had no recollection of doing so. In any case,
the draft form was circulated to others in the CMO, including Lana
Viinamae and Kathryn Bulko. Looking at the form again, Ms. Bulko agreed
that the two sources of authority cited on the ITLA form, the Y2K
Delegated Authority Form and the Y2K Business Continuity Plan, though
both authorized by Council, didn’t authorize a leasing program as staff went
on to implement it.
It is difficult to understand how so many could have had a complete
misconception about what Council had really authorized. It wasn’t just
one or two individuals. Jim Andrew, Lana Viinamae, and Brendan Power
all believed that the City had entered into a leasing program for all IT
equipment, not at all limited to $43 million, to be leased from MFP for
three years.
The CMO staff were acting on assumptions handed down from their
superiors, but they themselves are not wholly blameless. Ms. Bulko took on
a managerial title, and with her new position came new responsibilities. At
a minimum, she should have read the Council report that, in her mind, created the CMO, her position, and the leasing program that she was hired to
administer. Lou Pagano was invited to participate in the design of the leasing program. He did ask questions. In a memorandum to Lana Viinamae,
he expressed some concern about the proposed leasing procedures, including questions about getting competitive quotes and getting appropriate
Council approval before issuing a purchase order. Mr. Pagano asked the
right questions, but he didn’t follow up to make sure they were answered. If
he had, he might have discovered that the leasing program was not intended
to be a program at all.
The CMO was administering a nonexistent leasing program, but it was
doing it with determination and gusto. The forms and processes for leasing continued to be revised and refined and were posted to the City’s
intranet site in July 2000. CMO staff had meetings with other City departments and explained the leasing procedures. They created detailed
electronic tracking spreadsheets for the leased equipment, including the
ITLA form number, vendor, ordering department, equipment description,
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date of order, date of delivery, certificate of acceptance number, total cost,
and leasing costs.
On the surface, the forms and flow charts made it look like all the
bureaucratic i’s had been dotted and the t’s crossed in the CMO. But it was
actually a shambles, and four debacles would show that the office was really
flailing about, without expertise, and with no effective supervision.

2. T HE S ALE

AND

L EASEBACK M ESS

Since late 1998, the City had been buying IT equipment to cope with the
pressures of amalgamation and Y2K. By October 1999, the City had
acquired approximately $20 million worth of equipment and had already
paid for a good deal of it. The City decided to place the equipment it had
already acquired on lease; in other words, it would sell it to MFP and lease
it back. It was easier said than done.
Many people in IT were well aware that a sale and leaseback was
planned. City Council was not. Council had not expressly approved it, and
staff therefore had no authority to execute the plan. They forged ahead with
it nevertheless, but no one had thought out the mechanics of the transaction in advance. Neither Kathryn Bulko (who was responsible for the
rollout of the Dell desktops across the City) nor Line Marks (who was
responsible for invoices for the Y2K Project) had tracked the assets or in
some other way identified the equipment that was to be sold to MFP, and
there was no easy way to pull that information together. It was basic information—a description of the equipment, the serial number, and the selling
price—but it didn’t exist in any easily accessible format.
Lana Viinamae gave the massive job of organizing the sale and leaseback
to Line Marks, who had no experience in administering such a transaction.
It was now up to her, with very little guidance and support, to manage this
part of the leasing deal.
Ms. Viinamae had decided that the sale and leaseback would be handled
by having the suppliers reissue invoices to MFP. It was Ms. Marks’s job to
keep track of the invoices. Since the City didn’t have the basic information
about its equipment in a usable format, it turned to all of the vendors who
had sold IT equipment to the City in 1999. The City asked them to “sell”
the equipment again to MFP and to issue a credit to the City for what it
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had paid. The invoices were to be sent to MFP, and MFP would use the
information on them to create lists of equipment for the sale and leaseback.
This involved about $20 million worth of hardware and software.
To say that this created a mess would be an understatement. Line Marks
was overextended and inexperienced, and she still had Y2K responsibilities
at the time. The mess wasn’t her fault. Some of the items on the vendors’
invoices shouldn’t have been leased in the first place: toner cartridges, laptop carrying cases, power cords. These problems took time to sort out.
Some vendors ended up being paid by both the City and MFP and some
complained that they weren’t paid at all.
Leasing was getting off to a bumpy start at the City. To its credit, however, MFP was there to help. Seeing that Line Marks wouldn’t be able to
manage the sale and leaseback single-handedly, MFP sent Senior Portfolio
Administrator Lee Ann Currie to the City to help, free of charge. Working
at first from MFP’s offices, she later worked on site at the City from about
January to March of 2000. Ms. Currie was a smart and organized young
woman, and she did her best to help Line Marks. It took several months,
but at least the matter of which items should be on lease was eventually
sorted out.
Unfortunately, however, the sale and leaseback had another problem.
When the City acquired the equipment that was eventually sold to MFP
and leased back, it paid Provincial Sales Tax (PST) and Goods and Services
Tax (GST). When the vendors sold the same equipment to MFP, in the sale
and leaseback arrangement, their invoices were, quite properly, net of all
taxes. The City’s lease payments to MFP for the same equipment were subject to both PST and GST. So the City paid those taxes twice on the same
items: once when it purchased the equipment from the vendors, and again
when it made the lease payments to MFP. The City’s duplicate PST payments totalled $1,882,372.73.
Since City Council hadn’t expressly authorized the sale and leaseback
and wasn’t specifically asked to consider it, Council didn’t know about the
potential for this increased tax liability associated with the sale and leaseback transactions. Of course, Council likewise never had the opportunity to
consider this tax issue when it decided to award the leasing contract to MFP.
To mitigate a double tax burden, both the provincial and federal taxing
authorities permit an organization like the City to claim a refund.
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Fortunately, the City was able to recover its GST overpayment. However, to
claim a PST refund from the Province, the City had to demonstrate that it
had intended to lease the equipment at the time of purchase. The Ministry
of Finance determined that the City had not demonstrated that intention
and denied all but $200,000 of the claim. Although the City appealed the
decision, it remained burdened with more than $1.6 million in tax overpayment. The appeal was still outstanding at the time of the inquiry.
The tax implications of the sale and leaseback didn’t dawn on anyone at
the City when they planned the transaction. Brendan Power, the outside
consultant who was supposed to have leasing experience, missed it. So did
Jim Andrew, Lana Viinamae, Wanda Liczyk, and the many other staff in
Finance and IT who were involved in the decision to lease. This was just
one more costly instance where City staff failed to consider the implications
of leasing and failed to take steps to protect the City’s interests by having
the necessary expertise in place or hiring outside experts.
Rob Ashbourne of MFP said he told Jim Andrew about the potential
double taxation in discussions with him before Dash Domi took over the
City account. He mentioned it to every client contemplating a sale and
leaseback. Jim Andrew, though, said it never occurred to him that there
could be a PST or GST problem. Later, after MFP won the tender, there is
evidence that MFP’s Rob Wilkinson, who didn’t claim to be an expert in
PST, was aware of the potential double tax and raised the matter at a meeting on August 12, 1999, with Lana Viinamae and others. He told them they
should make sure they applied for a PST rebate.
For a host of bureaucratic reasons, it wasn’t until Paula Leggieri accidentally discovered the problem in early 2000 that the City started acting on it.
For another host of bureaucratic reasons, the City didn’t apply for a refund
until December 2001.

3. MFP’ S L EASE R ATE FACTORS : N O Q UESTIONS A SKED
Before the beginning of each quarter, MFP sent the City lease rate factors
for anything to be put on lease in the following three months: a cost per
$1,000 for hardware and a cost per $1,000 for software. These lease rate factors went first to the CMO, where they were organized for signing by the
appropriate officer. Lana Viinamae signed most of them, and Wanda Liczyk
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signed at least one. The CMO could proudly point to the fact that the right
person signed on the right line.
Lana Viinamae signed the first equipment schedule on October 1, 1999.
She noted the lease rate factors and asked Brendan Power about them. He
told her that they were competitive, and consistent with MFP’s bid. But
how could he possibly have known that? The RFQ had asked for three-year
rates. By now, the lease term was five years. Neither MFP nor any of the
other bidders on the RFQ had ever quoted on five-year rates, so how could
he say they were competitive?
Were MFP’s rates competitive? How did they compare with the City’s
own borrowing rate? No one asked those questions. Jim Andrew knew that
the City could negotiate the lease rate factors, but he didn’t review or analyze them, nor did he provide any guidance for the criteria to be used in
reviewing or analyzing them. Did Finance do any quantitative analysis or
compare the rates to any external benchmarks? Mr. Andrew, Mr. Power,
Ms. Bulko, Ms. Leggieri, and Ms. Viinamae all assumed that someone in
Finance would do so. But how would anyone in Finance have known that
the CMO expected such an analysis? No one could explain that. In fact,
among all the forms and procedures developed for the supposed leasing
program, there was no procedure for sending the lease rate factors to
Finance for analysis. Nadir Rabadi had done an analysis of the rates for the
report to the Policy and Finance Committee in July 1999 before MFP was
awarded the contract, and another analyst did the same in 2001 when
questions were raised about the photocopier lease, but in between, no one
in Finance performed any analysis of any of the rates offered by MFP. They
weren’t asked to do so. Each quarter, either Kathryn Bulko or Paula
Leggieri would simply compare the lease rates with the previous quarter’s.
Never once did they compare MFP’s lease rate with the relevant bond or
other external benchmark rates.
Mike Garrett said he would have expected staff to negotiate the rates
with MFP each quarter, or at the very least, he would have expected to find
a memo to file showing that the rates had been checked against competitors’ rates and that MFP’s had been as good or better.
It was almost a caricature of bureaucracy in action. Flow charts were created, and business rules and forms were designed. Procedures were in place
and they were being followed. But no one gave any thought to whether
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those systems actually protected the City’s interests or whether they
reflected what Council had authorized.

4. C OUNCIL B YPASSED ON A PPROVAL
I TS OWN C OMPUTERS

FOR

MFP got its foot in the door at the City in 1997, on the eve of amalgamation, with the lease for the councillors’ computers. Thereafter, councillors
would ask from time to time for additional equipment for their offices.
These further acquisitions were placed on the original lease. While some
might even question the authority to lease the original equipment, there was
certainly no basis for adding another $100,000 of new equipment to the
lease, as was done.
The original councillors’ computer lease was for three years, coinciding
with the elected term of Council. Jim Hart was at that time Director,
Council and Support Services, and he was responsible for the administration of the Clerk’s office and Council. Toward the end of 2000, he knew
that the lease was about to expire. Mr. Hart’s actions are a refreshing contrast to those of the CMO.
The CMO had (wrongly) told Mr. Hart that all equipment had to be
leased. But Mr. Hart wasn’t prepared to accept that at face value without
conducting his own due diligence. His first order of business was to instruct
his staff to prepare a business case for the replacement of the computer
equipment, including qualitative and financial analysis of the end-of-lease
options and the appropriate term for the new lease. The document was
detailed and thorough, and Mr. Hart concluded that it made sense to return
the old computers to MFP and lease new ones for a three-year term. In the
end, some of the councillors purchased the old computers, either out of
their office budgets or for their personal use.
Mr. Hart didn’t stop at the business case. There was the question of
budget allocation for the new computers. He sorted that out through discussions with staff from Finance and the Clerk’s office, with Jim Andrew,
and with Councillor Lorenzo Berardinetti, who was then Chair of the
Administration Committee. With the budgeting matter resolved, Mr. Hart
believed that he still needed Council approval for the new lease. He understood the importance of Council authority.
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Mr. Hart instructed his staff to draft a report to the Administration
Committee, to be signed by Jim Andrew and the City Clerk, recommending the new three-year lease. Mr. Hart testified that, when the time came to
finalize the report, Jim Andrew gave his staff to understand that the report
was unnecessary because Council had approved the leasing program in July
1999 and MFP was the vendor of record.
Mr. Andrew agreed that he had discussions with Mr. Hart’s staff. He said
that he believed this acquisition to be just another schedule to the MFP contract, so it didn’t have to be reported to Council. The contract was already in
place, he said, in the same way that the contract for the 1999 leases was
already in place. But Mr. Andrew got it wrong and Mr. Hart got it right.
Like other IT staff, Jim Andrew mistakenly believed that Council had
approved a leasing program, and therefore no approval was needed for leasing the councillors’ computers or any other new equipment. That was an
error, but for the CMO and Jim Andrew, it was business as usual. On
January 1, 2001, without the approval of City Council, the City entered
into a new lease with MFP for the councillors’ computers, for a 36-month
term, at a cost commitment of $720,908.

5. N EITHER F ORM NOR F UNCTION :
T HE J ULY 2000 L EASE R EWRITES
The rewrite of all of the City’s leases in July 2000 is the most egregious
example of the mismanagement of the MFP leases, not only by the CMO
and IT staff but also by Wanda Liczyk. It also illustrates MFP’s questionable
business practices at the City of Toronto.
On July 1, 2000, all of the City’s hardware leases with MFP were collapsed, and the assets were restructured into five new leases organized by
equipment category: desktops, monitors, laptops, printers, and servers and
networks.
The new leases each had a term of 57 months, starting from July 1,
2000, and ending on March 31, 2005. That meant that the equipment
already in place would be on lease for between 63 and 66 months. Another
$623,860 worth of new equipment was added to the new leases.
MFP increased its original aggressively low lease rates considerably, without any discussion with the City, on the assumption that the City would
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decide for itself whether it agreed with the terms. The lease rewrites cost the
City an additional $2.5 million, and the benefits were virtually nonexistent.
MFP, on the other hand, profited by $2 million, and Dash Domi collected
a commission of $420,000 on the lease rewrites.
Rewriting the leases was a significant decision, but who made the decision and who authorized it was murky, to say the least. The reason for
rewriting the leases was equally unclear.
The City used “non-program accounts” for corporation-wide expenses
such as debt charges and insurance payments. IT leasing costs also fell into
a non-program account. Led by Finance, City staff wanted to be able to
allocate the costs to individual departments. It sounded like an easy task,
but it wasn’t. It needed good asset management, but the sale and leaseback
transaction showed the City’s weakness in that area. Simply put, without
knowing where each piece of computer equipment was and how much it
cost, it was impossible to determine to which department it should be
charged. MFP offered a solution: rewrite the existing leases by asset class.
Rob Wilkinson said he had discussed cost allocation with City staff (the
soon-to-be CMO staff of Lana Viinamae, Kathryn Bulko, and Line Marks)
and perhaps Brendan Power as early as September 1999, and again later in
1999. The text of his presentations to staff didn’t survive, but he said he
talked about the benefits MFP offered in asset management and cost allocation. Mr. Wilkinson believed that City staff viewed his proposals
favourably and “reiterated their wish to move forward with an asset management and cost allocation plan in conjunction with a lease/financing
model that would reflect and support the plan.”
That may have sounded good, but it wasn’t at all necessary to collapse
leases and place the assets on new lease schedules in order to meet the City’s
cost allocation objective. Rob Wilkinson and Peter Wolfraim conceded as
much. Moreover, if the true objective of the lease rewrites was to help the
City with asset management and cost allocation, MFP had already committed to doing so, at no additional cost, in its response to the RFQ:
“Schedules for the leasing of equipment/software described in this RFQ will
provide details of equipment/software and costs by client department
within the City.”
The lease rewrites needed approval from the Chief Financial Officer and
Treasurer, Wanda Liczyk. Rob Wilkinson testified that he made a presenta-
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tion to Ms. Liczyk, alone, in her office, at some point between February and
May 2000, but the date was unclear from his evidence. He swore in his affidavit that the outcome of the meeting was positive and showed a “high
degree of continuing interest on the part of the City in proceeding with the
restructuring of the leases.”
Wanda Liczyk said that the meeting was at Metro Hall, not in her office,
and that other City officials attended, including Lana Viinamae and Ken
Colley (from Accounting Services). Both of them denied being present. Ms.
Liczyk gave the impression that she wouldn’t have met with a supplier
alone, but doing so was in fact consistent with her approach to the TMACS
file, when she regularly met consultant Michael Saunders alone and her staff
would find out about the meetings only after the fact.
In any case, Ms. Liczyk recalled that Mr. Wilkinson brought with him a
binder, prepared for another MFP client, showing computer assets divided
by department. According to Ms. Liczyk, the documents were in the form
of reports, not leases, but she liked what she saw. She testified that she told
Mr. Wilkinson “This is perfect; this is what I’m looking for. Please deliver
this.” She was pleased, she said, and wanted to know how quickly it could
be done. “The sooner the better,” she told him.
Did her approval of the concept constitute authority for MFP to rewrite
the leases? Not according to Wanda Liczyk. She categorically denied giving
MFP approval to move ahead with lease rewrites. In her affidavit, she said,
“At no time was there any discussion by any attendee of the meeting about
the need to ‘rewrite’ leases or to change lease rates or lease terms.” At no time
did she “ever give any written or oral instructions to anyone from MFP,
either Dash Domi or Rob Wilkinson, to re-write the leases to extend the
lease terms or change the lease rates.” Ms. Liczyk said her consistent focus
was on allocating the computer leasing costs to individual City departments
and she did “not in any way understand why the leases were re-written to be
allocated by asset type.” She supported her position by saying that IT was the
department to benefit from a rewrite like this, not her Finance department.
Ms. Liczyk categorically disagreed with Mr. Wilkinson’s statement that
there was a high degree of interest “on the part of the City in proceeding with
the restructuring of the leases.” If Mr. Wilkinson interpreted her reaction this
way, maybe it was because he never told Ms. Liczyk there would be any cost.
In any case, Ms. Liczyk said that she wouldn’t expect any vendor to take the
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polite nods of City staff at a meeting as direction to draft a contract. She
expected that any reasonable vendor would prepare a written proposal and
obtain sign-off from City officials before drafting a contract. In fact, there
was neither a proposal from MFP nor a clear sign-off from any City staff.
Neither the City nor MFP could produce a single document that confirmed
the City’s instructions to MFP to move ahead with rewriting the leases.
Nonetheless, Mr. Wilkinson claimed that by late June 2000, he was
informed that the City wished to proceed, and that MFP was directed to
group the leased assets into asset pools, with each pool as a separate lease
with a common term. However, Mr. Wilkinson couldn’t recall how he got
those instructions: “I did not know who at the City gave this direction, or
exactly who was involved in the City’s decision-making process.” He speculated that Dash Domi might have told him, but Mr. Domi denied
receiving any such instructions from the City and stressed that the discussions were between Mr. Wilkinson and Ms. Liczyk.
No one from the City could explain how the lease rewrites originated,
but they were hardly a secret. Lana Viinamae claimed that she didn’t know
about the restructured leases until November or December 2000. Kathryn
Bulko and Paula Leggieri knew in July 2000, but both were adamant that
they didn’t give MFP the direction to rewrite the leases. Jim Andrew swore
that he had no involvement in the lease rewrites, nor was the matter
brought to his attention. He said he first learned about it from the KPMG
investigators when they interviewed him. But Lana Viinamae said that she
told Mr. Andrew that Ms. Liczyk had signed the rewritten leases, and his
response was that she had the authority to do so.
The origin of the lease rewrites was unclear, but so was consideration of
the potential cost. During the MFP presentations, the subject of the cost to
the City didn’t come up. Wanda Liczyk said that she didn’t expect the cost
allocation to cost the City anything. In her view, the task was neither difficult nor complex, and MFP had indicated that it had the software to
generate the necessary reports. She correctly maintained that the onus was
on MFP to raise the issue of costs, particularly if the effect of the transaction would end up costing the City an amount like $2 million. MFP
countered that the City was hardly a neophyte and could have asked questions and conducted its own analysis. In any event, MFP didn’t offer, and
City staff didn’t ask.
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Given that no one seemed to know who gave the go-ahead or what it
would cost, it might be expected that getting approval for rewriting the
leases would have been difficult. Not so. The rewritten leases were duly executed by Wanda Liczyk in her capacity as Chief Financial Officer and
Treasurer.
Ms. Liczyk remembered that Dash Domi brought a box of documents
from the CMO to her office in July 2000 and asked her to sign them. She
was “very certain” that she asked him what the documents were and his
response was “administrative re-organizations.” Mr. Domi denied saying
that, since he was “not an expert on the lease program or the creation of it.”
He explained that he was simply acting as a “courier” for the CMO. Needless
to say, if that is what happened, it was hardly standard procedure for signing
leases. Usually, leases went through CMO and were then vetted by Ms.
Liczyk’s assistant. It was no part of the process for Dash Domi to act as
courier. Ms. Liczyk said that she had assumed someone had checked the documents, and Mr. Domi was “trying to be helpful.” She didn’t believe “there
was anything untoward.” His presence in her office raised no red flags.
Indeed, this wasn’t the first time Mr. Domi had bypassed the CMO by
taking documents directly to Ms. Liczyk. So often had he done this that
Paula Leggieri spoke to him about it on more than one occasion and sent
him e-mails about it. He persisted, so she contacted Lee Ann Currie at MFP
to ask her to ensure that equipment schedules were couriered to the CMO,
not delivered by Dash Domi.
In any case, Wanda Liczyk conducted no due diligence. She didn’t read
or even scan the documents; she simply scrawled her name on the signing
pages.
By now, Ms. Liczyk had developed a friendship with Dash Domi. She
had already attended the Tie Domi charity dinner at his invitation. She had
attended an MFP-sponsored Christmas concert at Massey Hall and had a
Christmas lunch with Mr. Domi. She had played golf with him, Jim
Andrew, and Councillor Tom Jakobek. She had been Mr. Domi’s guest at
three or four hockey games in the private box at the Air Canada Centre and
at a playoff game in Ottawa (for which she reimbursed him $700). She had
allowed him to suggest she could get her hair done differently, and he set
her up with one of the best hairdressers in Toronto. She had invited Mr.
Domi to her 40th-birthday party. They had talked on the telephone numer-
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ous times. And she had appeared in a testimonial for MFP in its 2000
annual report.
Ms. Liczyk had let her guard down. For a supplier, Dash Domi had an
unusual and inappropriate level of access to her and to other City staff, especially in the CMO. In hindsight, Ms. Liczyk conceded that she never had
the sense that it was a supplier who was bringing her documents to sign. She
had never permitted any other supplier to do this. She agreed that when Mr.
Domi brought the contracts to her office, she should have considered it
unusual, and she shouldn’t have signed them without being certain that
they had gone through her normal process. She shouldn’t have allowed Mr.
Domi to jump over the City’s process.
By this point, though, her relationship with Mr. Domi had compromised her judgment and she paid no attention to the system her assistant
had put in place. Ms. Liczyk signed the documents, and Mr. Domi undertook to return them to the CMO. The lease rewrites were complete.
What did the City gain from the lease rewrites? An independent expert
I hired testified, “It is not apparent that the City received any benefit from
re-writing the leases.” And it cost the City approximately $2.5 million.
MFP countered that the City had the opportunity to use the equipment
longer, but given that the life span of the asset was about three years, hanging onto it longer was of dubious benefit. Moreover, it was inconceivable
that the City would be able to return or replace all of its tens of thousands
of pieces of computer equipment on the same day, when all of the leases
came due. The only explanation given for rewriting the leases was that it was
part of matching computer hardware and software to user departments, but
it wasn’t necessary even for that.
Who is to blame for the lease rewrites? In my view, both MFP and the
City bear the responsibility.
First, MFP: It was highly suspicious that MFP had so little documentation about the lease rewrites and MFP witnesses had no recollection of who
authorized them. Although Mr. Wolfraim testified that the lack of supporting documentation wasn’t unusual for his industry, I would have expected
MFP to be more careful to ensure that it knew who authorized the deal, if
only to protect its own interests.
Because of the lease rewrites, all the lease schedules now had a common
termination date, which effectively increased the 60-month leases (already
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extended without Council authority) to 63 and 66 months. MFP did this
without any specific discussion, direction, or instruction from the City.
Instead of telling the City what he had done, Rob Wilkinson simply presented the lease terms to City staff and waited for them to react. This was
not appropriate. There should have been a letter, as Mr. Wolfraim conceded, describing the effect of the restructuring. Neither Rob Wilkinson
nor anyone else at MFP should ever have done anything that cost the City
$2.5 million without first informing them of the cost of such a transaction
and then getting specific written approval for it. Rob Wilkinson said there
had never been any discussion about cost. Why not? Surely he didn’t expect
the City to pay an additional $2.5 million with no questions asked. He had
an obligation to disclose all relevant information that might have affected
the City’s decision. This is clearly stated in the Code of Ethics of the
Canadian Finance & Leasing Association, of which MFP was a member
and Peter Wolfraim was a past director. In any case, it would be expected of
a company that described itself as a “partner” of the City.
Second, the City: The lack of oversight on the part of City staff is unacceptable, but unfortunately, it wasn’t surprising. I have already referred to
Ms. Liczyk’s compromised position. What about the staff in the CMO?
When they learned that the leases were being rewritten (and there is evidence that CMO staff knew that something was afoot in July 2000), they
should have made some basic inquiries: Who authorized this? Why is it
being done? Will the computers be past their useful life before the end of
the leases? What will it cost the City?
Why didn’t they ask those questions? One could suggest that they, too, let
their guard down. Paula Leggieri testified that she was uncomfortable with
the close relationship between Dash Domi and the CMO. She felt that he
wasn’t being treated as an arm’s-length supplier and seemed to have an
unusual level of access to their secure area. She thought Kathryn Bulko’s relationship with Dash Domi was getting in the way of leasing decisions. Ms.
Bulko was so friendly with him that she jokingly referred to him as her
“boyfriend.” Lana Viinamae, Kathryn Bulko, Paula Leggieri, and Line Marks
liked Dash Domi so much they sent him a cookiegram for his birthday. All
four had, by this point, attended a number of hockey games in the MFP private box at Dash Domi’s invitation. The charmer, Dash Domi, had worked
his magic, and the lack of professionalism in the CMO allowed it to happen.
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B. SAP: G OOD S YSTEM , B AD I NPUT
At the time of amalgamation, each of the amalgamating municipalities had
its own financial system. It was impossible to obtain consolidated financial
data, and that made financial monitoring and budget planning very difficult. A unified financial system for the new City was a priority. In 1998,
after a competitive process, SAP was selected as the City’s new financial system. It was intended to amalgamate the legacy financial systems of the
former municipalities and to ensure Year 2000 readiness.
SAP wasn’t an off-the-shelf solution; the system had to be built to each
client’s needs. Installing SAP for an organization the size of the City of
Toronto would usually take about three to five years. The City didn’t have
that kind of time. It needed at least a functioning financial system in less
than one year, particularly since some of the existing financial systems were
not Y2K-compliant.
Hundreds of City staff set to work and got it done in eight months. On
June 28, 1999, the accounting and materials management (purchasing)
modules of SAP went “live” in Etobicoke, East York, York, and
Scarborough. By the end of August, Metro and the City of Toronto were
converted to SAP. Full implementation, in phases, took years and required
the work of hundreds of City employees and millions of dollars of the taxpayers’ money.
SAP was to be the state-of-the-art financial solution for the new City. So
why didn’t it catch the discrepancy between the more than $80 million the
City had committed to MFP and the $43 million City Council authorized?
The short answer is human error. To understand why SAP didn’t catch the
overage on the MFP contract, it is necessary to understand a little bit about
how the SAP system works.
For some contracts, the City had an overall spending cap, with the actual
spending taking place over time. For example, City Council would authorize an amount to be spent on road salt over the course of the winter.
Quantities of road salt would be ordered, as needed, over a period of
months, but the total cost was not to go over the amount Council authorized. The total authorized amount for road salt would be entered in SAP.
Each new order for road salt would need a “contract release order” and
would be documented in SAP as a commitment against the contract. As
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each invoice for road salt came in, it would be checked against the corresponding contract release order. At any time, it should have been possible
to see, on the SAP system, the amount of the authorized contract, the
amount committed to date, and the amount paid. The SAP system was also
designed to issue a warning once the authorized amount was reached. But
the warning could be overridden by staff, and there was no early warning
mechanism to show that spending was getting close to the authorized limit.
For SAP purposes, the computer leasing deal with MFP was similar to a
contract for road salt. City Council authorized spending $43.15 million on
leasing, and that is what should have been entered as the contract amount.
As each new lease was signed, the total commitment—that is, the total
amount owing to MFP over the course of the lease—should have been
“released” through a contract release order. As each invoice was received, it
should have been entered into the SAP system and paid. As soon as the lease
commitments to MFP exceeded $43.15 million, the SAP system should
have issued a warning. That is not what happened.
First, the contract with MFP wasn’t entered into the SAP system until
September 2000, which was more than a full year after Council authorized
the leasing transaction. When it was entered, it went into the system as $40
million in authorized spending over five years, not the $43.15 million over
three years that Council had actually authorized. Most significantly, as each
new lease was signed with MFP, the full amount of the commitment over
the term of the lease wasn’t entered in SAP. Instead, a contract release order
was issued for the amount on the current invoice and the invoice was paid.
Thus, at no time was it possible to see the City’s total commitment to MFP
on the SAP system. It only showed what had been paid to date. So when
the leasing program was frozen in the fall of 2001 because of questions
about the photocopier leases that led to investigation by the City and further investigation on its behalf by KPMG, the SAP system showed that the
City was authorized to spend $40 million on the MFP contract but had
only spent about $25 million. In reality, the City was already committed to
paying more than $80 million to MFP.
Complicating matters even further, many MFP invoices weren’t paid using
a contract release order at all. Under the sale and leaseback arrangement, MFP
was to pay the City for equipment it was buying from the City and leasing
back. The sale and leaseback was an administrative mess, and the City didn’t
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pay any MFP invoices until it was sorted out. At that point, the amount the
City owed MFP was offset against the amount MFP owed the City.
SAP didn’t fail. Human beings failed to input the right information. In
fairness, the system was very new. It went “live” very shortly after Council
authorized the leasing transaction, and staff had no SAP training until late
1999 and early 2000. On the other hand, at no time did staff in Finance or
IT discuss how the City’s financial commitments to leasing should be entered
into SAP. Staff in the CMO were certainly aware of the importance of recordkeeping. They created detailed electronic spreadsheets for keeping track of
equipment that was ordered, the ITLA form, and so on. However, they don’t
seem to have considered the kind of record-keeping SAP would need. For
their part, the staff in Finance didn’t raise the issue with anyone in IT. Proper
SAP record-keeping wouldn’t have prevented the misconceptions about the
leasing program, but it might have alerted someone to the problem sooner.

C. C ITY C OUNCIL I S E XPECTED
BETWEEN THE L INES

TO

R EAD

The City had exceeded the $43 million worth of hardware and software
authorized by Council, but that was no secret in the IT Division. IT staff
believed that they were administering a leasing program, and that the $43
million wasn’t a cap or a limit. All along, they had intended to lease an
undetermined quantity of equipment from MFP until the three-year leasing contract term ended.
Some staff in Finance were also aware that more than $43 million had
been spent. Ken Colley in Accounting Services knew, but he hadn’t been
involved in the report to the Policy and Finance Committee and City
Council recommending the deal, and he later relied on the explanations the
CMO gave him. He and his boss, Al Shultz, were responsible for reconciling the payments to MFP for the sale and leaseback and later for
transferring money from department budgets to pay the leasing costs. They
both knew that more than $43 million of equipment had been leased, but
they sounded no alarms.
Len Brittain did understand that Council had authorized leasing of only
$43 million, and he knew that the amount leased was over the limit.
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However, Lana Viinamae initially misled him about the amount of the overage. He noticed, in late 1999 or early 2000, that the annual budget for
leasing costs had been exceeded and asked Lana Viinamae for an explanation. Ms. Viinamae told him that the annual lease costs of $11.5 million
arose from the “initial lease request of $43.15 million,” and an additional
$4.7 million arose from “items not included in original lease estimate.” Mr.
Brittain followed up. Ms. Viinamae told him in an e-mail on January 7,
2000, that “committed funds to date” were about $48 million. (Actually, by
January 2000, the amount on lease was approximately $61 million.) Mr.
Brittain might be expected to have raised the alarm when he saw Ms.
Viinamae’s figures. However, he was approaching the cost increase from a
budget perspective only, and for the City, on a transaction of this size, a difference of less than $5 million was within an acceptable range of variation.
Wanda Liczyk knew that Council had authorized leasing of only $43
million worth of equipment. And certainly by 2001 she knew that much
more than that was actually on lease. It was up to Ms. Liczyk, because she
knew that staff had exceeded Council’s authority, and because of her position as the Chief Financial Officer and Treasurer, to clearly report to
Council. She didn’t.
By the time MFP and the City signed the first lease on October 1, 1999,
there was already $38 million on lease. By the end of 1999, there was $57
million. Throughout 2000, CMO staff administered the leasing program,
putting more equipment on lease with MFP. In July 2000 came the lease
rewrites. By the end of 2000, the City had leased more than $78 million in
assets through MFP. (By the time the City halted the leasing program in
June 2001, $84 million worth of hardware and software had been put on
lease with MFP. An expert I hired, who met with both City and MFP representatives, testified that total payments for lease payment obligations
would end up being more than $100 million. This includes the additional
PST liability mentioned above, interim rentals, and late payment charges.)
In late 2000, as Wanda Liczyk prepared for the 2001 budget, she realized that the leasing costs were significantly over budget. Lana Viinamae
explained to her that more than $24 million worth of software had been
added to the lease with MFP. So there can be no doubt that by late 2000,
Ms. Liczyk knew that City staff had leased significantly more than the $43
million worth for which authority had been granted by Council. She also

Mismanaging the MFP Leases

343

realized that IT was treating MFP as a vendor of record, without any justification or authority to do so. She called a meeting with City staff and MFP.
On January 17, 2001, Wanda Liczyk met with Lana Viinamae, Kathryn
Bulko, Rob Wilkinson, and Dash Domi. Everyone present agreed that Ms.
Liczyk was upset, but the City staff and the MFP representatives remembered the reasons for her consternation differently. Ms. Liczyk testified that
she wanted explanations for the budget overages and wanted to know why
the leasing costs hadn’t been allocated to user departments. She also said that
she raised the issue of Council authority and clearly told the assembled group
that nothing further was to be leased. Everyone else who was at the meeting
remembered that Ms. Liczyk was upset about being over budget, but no one
remembered that she brought up the matter of Council authority.
Given the events that followed, it is difficult to believe that Ms. Liczyk
admonished City staff for exceeding Council authority. For one thing, for
the balance of 2001 (until the leasing program was frozen), the CMO continued to lease from MFP.
Lana Viinamae sometimes showed a disregard for proper process, as she
did in dealing with the Oracle transaction discussed later. Nevertheless,
there was no plausible reason why she, Kathryn Bulko, and other City staff
would continue to flout Council authority if Wanda Liczyk told them to
stop spending on leasing. Indeed, when the matter of leasing photocopiers
arose in May 2001, Ms. Viinamae’s explanations to Council were consistent
with her (mistaken) understanding of the leasing program. It is highly
doubtful that she would have relied on that understanding if Ms. Liczyk
had issued a “cease and desist” order in January 2001.
Whether or not Wanda Liczyk gave that order in January 2001, she was
still faced with reporting to Council about what she knew. She knew that
leasing was significantly over budget, much more equipment was leased
than Council had authorized, and staff were treating MFP as a vendor of
record without authority. What would she tell Council? As little as possible.
Buried in the March 2001 report to the Budget Advisory Committee,
Ms. Liczyk made the following cryptic disclosure:
Under the City’s Y2K project, $43.0 million of hardware and system software was acquired with leasing costs totalling $13.5 million being
budgeted in 2000. In order to support the expanded infrastructure, soft-
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ware licenses for products such as office automation tools . . . were required
as part of the Y2K platform. The costs for these software products
totalled $24.35 million with total leasing costs of $5.0 million required,
bringing the 2001 request to $18.5 million.

She didn’t point out that Council only authorized leasing of had $43
million. She didn’t say that significantly more than $43 million of hardware
and software was now on lease. She didn’t explain that staff had mistakenly
created a leasing program without authority from City Council. She didn’t
explain that MFP was getting all of the City’s leasing business because it was
being treated as a vendor of record without authority. Ms. Liczyk’s explanation for these omissions was that the experienced members of the Budget
Advisory Committee would have understood the meaning in her words
and, in any event, they didn’t question her.
Ms. Liczyk’s explanation falls short of what City Council and the public
would expect of the City’s Chief Financial Officer and Treasurer. They have
a right to expect reports from staff to be forthright and complete. They
shouldn’t have to read between the lines to discern the true meaning. Ms.
Liczyk had been deliberately vague.
From beginning to end, the administration of the MFP leases was replete
with misunderstanding and obfuscation. Not only did City staff exceed
their authority, they also failed to exercise effective stewardship of public
money. City staff, particularly Jim Andrew, Lana Viinamae, Wanda Liczyk,
and Kathryn Bulko, must bear responsibility for the shoddy administration
of the leases. They were senior City staff and collectively had many years of
experience. Each of them should have respected the authority granted by
City Council. And they should have ensured that the staff who reported to
them were qualified to do their jobs. In short, they should have protected
the City’s interests. Each of them, in his or her own way, fell woefully short.

D. WAS I T

A

“B AIT

AND

S WITCH ”?

After the inquiries were over, many of the witnesses and parties with standing gave me written submissions. I have not explicitly acknowledged each
of the many, many issues they raised, but I found them very helpful in writing my report, and many of the submissions are implicitly dealt with in my
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report. The City, though, made an especially serious allegation against MFP
which needs to be specifically addressed.
In its submissions, the City effectively said that MFP went into the 1999
computer leasing RFQ dishonestly, offering a temptingly low bid to win the
deal. Once the City took the bait and accepted the artificially low offer,
MFP intended to switch the terms and slip a much more expensive contract
past unsuspecting City staff. Hence the term “bait and switch.” MFP cynically continued taking advantage of the havoc of amalgamation and Y2K,
the lack of integrity of some of the City’s staff, and the lack of leasing
expertise of some others to continue benefiting from the bait and switch.
This allegation suggests that MFP never intended to comply with the terms
of the bid it submitted, intending all along to change the terms of each subsequent contract. MFP vigorously denied the City’s allegation.
The Supreme Court of Canada has repeatedly instructed commissions of
inquiry not to behave as though they were courts. During the course of the
hearings, on many occasions I emphasized that a judicial inquiry is neither
a criminal trial nor a civil action for the determination of liability. My findings flow from the inquiry’s rules of procedure, which are not the same strict
rules of evidence and procedure applicable in a courtroom. The Supreme
Court has also cautioned commissioners to avoid setting out their findings
of fact in terms that are the same as those used by courts to express findings
of civil liability. And, quite properly, my opinion as commissioner of a public inquiry does not bind a court that is considering the same subject matter.
The City and MFP sued each other before this inquiry was called.
Throughout the inquiry, I was regularly confronted with allegations that
one side or the other was using the inquiry to shore up its case in the courts.
The lawsuits are still before the courts. Most recently, the City won the right
in court to try to prove that a bait and switch took place. In other words, a
court is now poised to deal with exactly the same issue. That is where this
allegation should be dealt with, and that is where I shall leave it.
As a commissioner, however, I have investigated thoroughly all the circumstances surrounding the computer leasing transaction. And from that
investigative perspective, as opposed to a legal perspective, I conclude that
the transaction, and all the deeds and misdeeds associated with it, cannot be
reduced to a one-dimensional theory of conspiracy and deceit. Of course,
nothing will preclude a court from taking a different view of the evidence
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before it, and I do not say that a court could never find that a bait and
switch took place. However, there are aspects of this complex transaction
that simply do not fit neatly into a bait and switch theory:
• MFP didn’t turn a $43 million RFQ into a deal worth more than $80
million by alchemy. The City’s own IT department saw the deal as being
worth much more than $43 million. Five months before the RFQ was
released, Jim Andrew told two MFP representatives that the potential
volume of business in three-year leases could be as many as 15,000 computers, or about $80 million worth. Once the RFQ was released,
different MFP executives could see that the real size of the deal was still
unclear, but they estimated it to be up to $100 million. I need look no
further than MFP’s competitors to corroborate the pre-RFQ prediction.
From the outset, other bidders, major companies in the industry including Bombardier and Dell Financial Services, saw that this deal was worth
far more than the $43 million mentioned in the RFQ. Rob Simone of
DFS, for example, told Jeff Lyons he thought the deal was worth $150
million. Mr. Lyons testified that he asked for a success fee from DFS
based on his late discovery that the deal was potentially worth up to
$150 million. It appears that the only people who thought the deal was
limited to $43 million were Finance staff and City Council. The City
must bear the responsibility for their misapprehension.
• There is no doubt that MFP intended to go in with a low bid and then
look for ways to enhance its deal along the way. Experience had taught
MFP that such an approach was profitable. MFP knew that circumstances would probably arise during the term of the lease that would
change the terms, and each change would create potential for MFP to
enhance its deal. One of MFP’s competitors, Bombardier, fully understood MFP’s business approach, and did its best to expose the strategy. In
Bombardier’s bid, quoting lease rates higher than MFP’s, it warned of the
dangers of making a decision based solely on lease rates: Throughout the
deal, there might well be a number of “gotchas” that would increase the
real price. In hindsight, this was sage advice. The City didn’t heed it,
rejected it as sales puffery, and made a decision based on lease rates alone.
• In this report, I recount in detail that, time after time, at many stages of
the transaction, City personnel who should have been protecting the
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City’s interests through careful analysis simply failed to do so. It was an
astounding series of failures that no one on the outside could have imagined, much less expected. In other words, MFP, expecting the City to do
its due diligence, could not have expected to get away with a bait and
switch scheme on such a grand scale, where a series of contractual decisions were to be made over time. MFP was entitled to look out for its
own best interests. The City should have been looking out for its interests and the best interests of the taxpayers.
The bait and switch theory all too conveniently recasts as helpless victims the City staff who, in reality, failed to do their jobs. The City and
MFP negotiated at arm’s length. Both had negotiators, and both had
legal advice—although the City’s negotiator approached that advice as
mere “legal scrubbing.” Further, the City had a pre-existing master lease
agreement with MFP and therefore should have been well aware of the
likely contractual arrangements.
Most City staff involved in this transaction were decidedly ill informed
on leasing, no match for the aggressive and knowledgeable people at
MFP. But there is a big difference between being the victim of a bait and
switch, as the City alleges, and simply being outmatched.
Dash Domi was a central figure in MFP’s aggressive sales strategy. He
was ethically challenged, no doubt, and he lacked even the most rudimentary understanding of appropriate professional sales boundaries.
While he may have been capable of other deceptions, he lacked the
wherewithal and sophisticated business knowledge to pull off the sustained and complicated deception necessary for a bait and switch on the
scale the City alleges.
The City’s bait and switch allegation also casts too wide a net. It necessarily implicates too many people at MFP: for example, lawyer Kim
Harle. I watched and listened carefully as Kim Harle testified, and I do
not believe she was party to any such conspiracy.
The absence of a paper trail at MFP might be suspicious in combination
with other suspicious circumstances, but by itself it means very little.
Right from the start, record-keeping was woefully inadequate at both
MFP and the City. But this appears to be sloppiness and a lack of professionalism, not deceit.
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MFP certainly has much to answer for in the aftermath of this computer
leasing deal. and I have taken it to task in this report. But the City, too, has
much to answer for, as it appears to have acknowledged in its submissions.
Ultimately, though, in the context of a judicial inquiry, it would be far too
simplistic to press the series of events into a neat little bait and switch package. Whether a legal case can be made for a bait and switch in the course of
the very different proceedings in a courtroom is a question I leave to the
presiding judge.
MFP hired Dash Domi to be a hunter at the City, and its strategy of
relationship building paid off. Its corporate modus operandi was to
befriend and build trust with clients. It worked. Dash Domi had the run
of the office, even delivering documents to the City’s Treasurer for signature, which Wanda Liczyk didn’t even feel the need to read. And those
were the lease rewrites, which MFP presented for signature with no clear
request from its customer and without ever disclosing the $2.5 million
cost. Some might say let the buyer beware, but it is only honest business
practice to tell the customer what the deal really is. In that sense, MFP is
far from blameless.
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$6,000 in cash, and paid $21,000 into Tom Jakobek’s American Express
credit card account.
From Mr. Domi’s bank records and parking receipt, his and Mr.
Jakobek’s cellphone records, and the financial records of Mr. Jakobek and
his mother and his grandmother, that much of what happened on those
three days is certain. Those facts seem simple, but seeking to discover what
happened during the 13 minutes Mr. Domi’s car was in the underground
garage led the inquiry into an intensive investigation, complicated by deceit
and obstruction, through a tangle of byzantine banking transactions, lost
and found credit card records, cryptic numbers on a scrap of paper, a trip
to Disney World, family debts, and family loyalties. And as each piece of
evidence was unearthed, the Domi family and the Jakobek family told evershifting and changing stories.

A. A M ONUMENTAL D AY: A D EBT R EPAID , A
S PECIAL B IRTHDAY, AND A B IRTHDAY C ARD
The Domi family was close. Growing up in small-town Ontario, Dash
Domi and his brother, Tie, four years younger, were fiercely loyal to each
other. Tie Domi would go on to be rich and famous, a Toronto Maple Leafs
hockey star. Dash5 didn’t fare as well and over the years he struggled to find
his way in the world, from hairdressing to a frozen-yogurt shop, a fitness
club, and other endeavours. Tie would from time to time help his older
brother with a loan. In Dash’s own estimation, the loans from his brother
totalled about $40,000 between 1993 and 1996. Dash would say that in
Tie’s eyes, it wasn’t really a debt. However, he said, “I just always felt that I
would repay him . . . when I made money.” Now, he was making money, and
again it was because of Tie’s assistance, because Tie had helped him in
another way: he got him the interview with MFP that had put him on the
road to becoming a millionaire.
Dash Domi agreed that November 1, 1999, the day he withdrew the
$25,000 in $1,000 bills, was monumental because he had just received a
5

This chapter tells a story of two families. Most of the major characters have one of two surnames. Therefore, to avoid confusing the reader, I have departed from my practice of referring
to individuals by their full names or surnames.
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very large commission cheque. It was also his brother’s 30th birthday.
Although he couldn’t recall when he decided to do it, it occurred to Dash
to repay $25,000 of the $40,000 debt to Tie for his birthday. He agreed
that it was an important thing for him to do: “I just wanted to get it off
my chest.”
So it was a monumental and significant day all around—a huge
amount of money in his bank account, a milestone birthday for an idolized brother, and the long-awaited chance to show that his brother’s help
had not been in vain. It might be expected that Dash would vividly
remember the details of that day, such as what he did with the $25,000 in
cash after he left the bank, how they celebrated the milestone birthday,
exactly where they were when he triumphantly handed his brother an
envelope containing $25,000, or the look on Tie’s face when he opened
it, perhaps. Strangely, Dash remembered little about that day with any
certainty, and neither did Tie.
“They’re using my brother as a punching bag,” Tie Domi had told The
Globe and Mail, long before he himself testified. Dash was being kept in the
inquiry witness box because of the famous Domi name, he said. When Tie
stepped into the witness box, he did his best to corroborate Dash’s story, but
it is often difficult for two people to concoct exactly the same story, try
though they might.
November 1 was indeed Tie Domi’s 30th birthday. The testimony of the
Domi brothers certainly agreed on that much. There were several points,
however, on which their stories were either equally vague or different when
it came to important facts. And by that point in the inquiry, Dash Domi
had already demonstrated his willingness to warp the truth.
Where did Dash store the 25 $1,000 bills he withdrew from the bank
that day? “I’m not going to walk around with that in my suit pocket,” he
said. This was the first time he had even seen a $1,000 bill, let alone withdrawn 25 of them from the bank. But he couldn’t remember what he did
with the cash between the time he left the bank and the time he handed it
to Tie. In the witness box, he conceded the possibility that he had it with
him when he drove into the underground garage at City Hall.
How much did Dash Domi owe his brother? Dash said loans from Tie
between 1993 and 1996 totalled about $40,000, of which he paid back
$25,000 on Tie’s birthday. Perhaps not surprisingly between brothers, there
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was no documentation to back up the loans, but Dash couldn’t remember
any specific dates or amounts, nor could he recall how he used any of that
money, beyond saying he used it to live, operate his fitness club, pay bills,
and buy things. If his financial troubles were serious enough that he needed
money just to live on, it might be expected that he would remember some
details about what was surely a miserable time in his life, when he was
repeatedly bailed out by his rich younger brother. Tie seemed quite shocked
to hear that Dash thought he owed only $40,000. He had thought it might
be as much as $80,000.
On what day did Dash give his brother the important present? Neither
of the brothers seemed certain about the day. Tie Domi said in his affidavit
that Dash gave him the money “on or about” November 1. By the time he
got to the witness box, he was more certain that it was on the day of his
birthday. Dash wavered initially, saying, “I don’t know if it was on actually
the first.” Under further questioning, he said he “believed” he gave Tie the
money on that day, then finally settled on November 1 more certainly.
Even taking into account the erosion of memory over time, the significance of the day and the uniqueness of the gift might be expected to be
unforgettable.
Where and how did he give his brother the monumental birthday present? Dash Domi equivocated on where they were. First he wasn’t sure if it
was in his own home, where he lived with his mother and sister, or Tie’s
place. Then he was sure it was at his house, but he couldn’t remember which
room. He said he pulled Tie aside, away from the rest of the family, and
handed him the money, possibly in a birthday card. He told him he appreciated his help over the years. Probably he said a lot more, but he couldn’t
recall what. No one else in the family saw him present the gift, because, he
said, “It was none of their business.” This seemed an odd description of a
significant birthday event in a close family. Tie’s recollection was different.
He said he was in Dash’s house, lying on a couch in the living room while
his sister and mother were trying to keep his children quiet. His mother and
sister had already given him birthday cards which lay, unopened, on the coffee table. Dash walked in and, with a smirk, handed him a thick envelope.
He said “Happy birthday” with a big smile on his face, but nothing more.
Tie tossed the envelope, unopened, onto the coffee table with the others.
Then he tried to go back to sleep.
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How did they celebrate Tie’s 30th birthday? Dash wasn’t certain if there
had been a birthday cake, but Tie remembered that his children blew out
the candles. Dash said, “I do not remember if we had a party or not. It is
possible there was a party. We had a get-together. I do not have a specific
party recollection.” Once he became certain that the family had been at his
house on Tie’s birthday, Dash remembered more, such as who was present.
He recalled that his mother and sister were there. And Tie was there, with
his wife and children. But Tie said his wife wasn’t there. Dash had not
remembered that on his 30th birthday, his brother had been temporarily
separated from his wife.
How did Tie react to the gift? It would have been a poignant moment,
surely, yet Dash couldn’t remember his reaction. He couldn’t even remember if Tie opened the envelope or knew what was in it. Possibly he put it in
his coat pocket. Tie said he just put the card next to his mother’s and sister’s
and tried to go back to sleep.
How much was in the envelope? Dash was unequivocal on that point.
He said he gave Tie precisely $25,000 that day. Tie was not so sure. First he
said that he couldn’t recall the exact amount of money, then he agreed with
Dash, then he wasn’t sure again. He said he counted the money when he
returned home, but couldn’t say whether it was $25,000 or around
$21,000. He acknowledged that it could have been higher or lower than
that and was only sure that it was in the twenty thousands. So, despite his
admittedly fallible memory, Dash recalled the amount precisely, but Tie
swore he couldn’t recall the precise amount. Tie had failed to corroborate his
brother’s story on another critical point.
Was the gift in $1,000 bills? Thousand-dollar bills are not widely circulated, to say the least. Many people have never seen one, including Dash up
to that point. But Tie was not sure about the denomination of the bills
Dash gave him, and then he was sure it was mostly, but not all, $1,000 bills.
He put the money in his apartment safe when he got home, where it got
mixed up with other cash.
For the Domi brothers, November 1, 1999, had not been a particularly
memorable day, apparently, and much of what they did remember, they
remembered differently. But one element in the stories of the two brothers
seemed entirely consistent: a monumental event, on a monumental day, had
been an anticlimax.
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B. S PENDING M ONEY
Dash had just received his second really big paycheque. He withdrew 25
$1,000 bills from the bank—something he had never done before. It was
Tie’s 30th birthday and the day Dash chose to make an important gesture
to show his brother that he was back: he had found his financial footing and
had succeeded on his own.
In his affidavit he stated that before November 1999 his income levels
had never permitted him to repay his brother for any of his generosity. That
was not true. Nine months earlier, on January 31, 1999, MFP had
deposited $57,457 in Dash’s bank account. Had he chosen to, he could
have begun repaying him at least some of the money at that time.
Strangely, it was not a gesture he would make again, at least up to the
time he testified at the inquiry. Dash estimated that he owed Tie $40,000,
but he had paid back only that $25,000 in a single payment. Despite
becoming a millionaire, he hadn’t paid back the remaining $15,000. So
what did Dash Domi do with his newfound wealth?
In April 2000, Mr. Domi bought a house and had extensive renovations
done to it. He said that between April 2000 and the summer of 2002, he
spent approximately $300,000 in renovating and improving his property.
Legitimate building trades have long fought rumours that they skirt the
rules by asking for payment in cash. A substantial amount of cash, mostly
in $100 bills, came out of Mr. Domi’s account during the renovations, and
he said he sometimes paid for the work in cash, but he couldn’t remember
the name of any of the dozens of people who worked on his house. He did
produce a handful of cancelled cheques payable to one contractor, but otherwise he had no invoices and no receipts. A renovations appraiser looked
at Mr. Domi’s house and prepared a report for the inquiry. The expert estimated the cost of the renovations, including adding a swimming pool, at
approximately $313,000. Mr. Domi had begun working for MFP in late
1998. Over the next two years he withdrew thousands and thousands in
cash from his bank account. The renovations plausibly accounted for much
of it, but not all of it.
Cash is difficult to trace, but our investigation followed the money trail
as well as possible. Hindering our efforts was the fact that Mr. Domi had
been the victim of a fraud at his bank. His account was compromised in an
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amount between $100,000 and $150,000. To be completely fair to Mr.
Domi, therefore, the inquiry’s forensic audit of his account concentrated on
only those withdrawal slips that bore his signature, and which he agreed
were in fact legitimate withdrawals. However, the fraud occurred at least
five months before the renovations began. Mr. Domi had not yet bought
the house.
What did Tie Domi do with the $25,000 (if that was the amount) in
cash? He said he spent the money on “personal things,” but could show no
invoices, bills, or the like to support his claim, nor did he give the inquiry
much assurance that he had tried to find any. While preparing Tie’s affidavit, Dash’s lawyer had asked Tie what he spent the money on. Tie told
him it was none of his business.
It seems unusual that he wouldn’t co-operate with his own brother’s
lawyer, especially since he had publicly expressed such concern about how
Dash was being treated at the inquiry. In his affidavit he said that he had
co-operated with the inquiry, and before he testified, he issued a press
release through his lawyer: “My client has cooperated fully with requests of
commission counsel to date and will continue to do so in the future.” Did
he really?
Clearly, he didn’t assist the inquiry by producing evidence for how he
spent $25,000 in cash. It wasn’t until he testified that the inquiry heard his
version of how he spent the $1,000 bills. As they did with all witnesses,
commission counsel offered to interview him before his appearance at the
inquiry. Recognizing the scheduling challenges with so many of the Leafs
games being out of town, commission counsel offered to do this at his convenience. He said his lawyer advised him to meet with commission
counsel, but he decided not to. He didn’t have to, but had he done so and
discussed the fate of the cash in an interview, inquiry investigators could
have looked into his spending before he testified. Tie conceded as much
himself. He was summonsed to give evidence at the hearing and bring with
him any relevant documents, but he showed up without a single document
to help support the rather cursory statement in his one-page affidavit about
how he used the money. He offered a recollection of spending the $1,000
bills on clothing, at restaurants, a jewellery store, and the odd high-end
grocery store, but the inquiry’s attempts to find confirmation for him produced nothing helpful.
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So there was not a shred of evidence to support any part of their stories,
and the Domi brothers were variously unsure about or disagreed on the
whole money story: how much Dash owed Tie, how much he paid back and
in what denomination, when and under what circumstances the cash
changed hands, who was in the house at the time, and what Tie did with
the money. Thus, their attempt at an innocuous account of the $25,000
cash withdrawal failed on close examination. Thread by thread, the story
unravelled. So if that account wasn’t true, what did happen to the money?

C. E NTER TOM J AKOBEK , A GAIN
How did Tom Jakobek get involved in a story about Dash Domi and
$25,000 in cash? The inquiry had already delved into the relationship
between Tom Jakobek and Dash Domi in uncovering the Philadelphia
story. Their efforts to conceal the connection between them by lying about
the fact that Tom Jakobek went on that trip in May 1999 failed. And they
both lied about how well they knew each other, in an attempt to put distance between them. Then there was the question of whether Mr. Jakobek’s
long-time friend, Jeff Lyons, told DFS that “Tom says it’s worth one hundred and fifty grand,” and that MFP and others would pay it, in connection
with the computer leasing deal. Now, the possibility that Dash Domi met
Tom Jakobek in an underground garage about six months after the
Philadelphia trip, and the holes in Dash Domi’s account of what happened
to the $25,000 he withdrew from the bank that day, would lead the inquiry
into yet another of Mr. Jakobek’s webs of deceit.
People generally lie for a reason, and the reason often has something
to do with avoiding consequences. Tom Jakobek and Dash Domi lied to
conceal the extent of their relationship. Mr. Jakobek also lied about his
relationship with Jeff Lyons, and Mr. Lyons lied, too. Why all the lying?
Was it to cover up improper conduct? Had something untoward
occurred involving an elected official and a supplier of services to the
City? My terms of reference told me that the inquiry had to try to answer
those questions, and we investigated. Two pieces of paper surfaced
which, taken together, seemed to point to yet another possible connection between Dash Domi and Tom Jakobek. One was Dash Domi’s
November 1, 1999, parking receipt from the underground garage at City
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Hall. The other was Tom Jakobek’s November 1999 American Express
credit card statement.
When Dash Domi was recalled to testify, he admitted that he wouldn’t
have parked at City Hall unless he was going to see someone there. He also
said it was “very likely” he was going to see Tom Jakobek on the day his car
spent 13 minutes in the underground parking garage at City Hall. He conceded it was “possible” he had the $25,000 in cash with him at the time.
Tom Jakobek first said he “didn’t have a clue” where he was that day. Later,
he recalled that he had spent the morning in his constituency office, dealing with complaints about a noisy waterfront night spot. In the afternoon,
he said he went to the waterfront location to assess the situation. He said he
had “quite a heated discussion” with the people there, and then went home.
However, his lawyer conceded no one at the night spot could confirm that
Mr. Jakobek was with them when Dash Domi entered the parking garage.

D. R ELATED E VENTS IN
FALL OF 1999

THE

On October 1, the City concluded its computer leasing deal with MFP, and
as we have seen, it was not the deal Council approved in late July 1999. The
City agreed to five-year leases, not the three-year leases approved by
Council. Staff attributed these extra two years to Councillor Jakobek’s July
amendment. Councillors thought they were voting on a $43 million transaction, but City staff thought there was no cap on it.
On October 29, MFP paid sales representative Dash Domi $94,000 of
what would eventually be $1.2 million in commission on the computer
leasing deal.
On November 1, Dash Domi withdrew 25 $1,000 bills from his bank
account. Later that day, his car spent 13 minutes in the City Hall underground garage.
Also on November 1, Tom Jakobek charged $14,000 to his American
Express card for a trip to Disney World for himself and his family. (They
left for the holiday on November 6.)
On November 2, Tom Jakobek deposited $3,400 to his bank account. It
was not a payday for City councillors.
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On November 2, Ursula Jakobek certified three cheques payable to
American Express.
On November 3, a total of $21,000 was paid into Tom Jakobek’s
American Express credit card account, in four separate payments of $3,700,
$4,000, $6,000, and $7,300. November 3 was three weeks before the
account was due. In the preceding two months, Mr. Jakobek had paid his
account on the last possible day. Inquiry investigators asked Mr. Jakobek to
sign a consent for American Express, to permit the inquiry to examine more
of his American Express bills, get a clearer picture of his payment habits,
and ascertain whether it was all that unusual for him to make his payment
long before it was due. On the advice of his lawyer, Mr. Jakobek refused.
This could be a series of coincidences.
The $3,400 Tom Jakobek deposited on November 2 and the $21,000
paid into his American Express account on November 3 added up to
$24,400. That’s only $600 less than the $25,000 Dash Domi withdrew on
November 1. That could easily be a coincidence, too. But by his prior conduct, Mr. Jakobek had shown himself to be a calculating, strategic, and
almost habitual liar. The coincidences had to be investigated.

E. L AST-D ITCH E FFORTS TO AVOID
THE W ITNESS B OX
If these events turned out not to be coincidence, the implications for Tom
Jakobek could be very serious indeed.
Dash Domi was questioned about the 13 minutes in the underground
garage and the fate of the $25,000 in cash on April 19, 20, and 21, 2004.
It was at this point that Mr. Domi disclosed for the first time that it was
“very likely” he went to City Hall to meet Mr. Jakobek and acknowledged
that it was “possible” he had the money with him when he went there.
Mr. Jakobek had been served with a summons to return to testify. His
wife, Deborah Morrish, was also summonsed. On April 22, Mr. Jakobek’s
counsel wrote to the Chief of the Toronto Police Service to invite an investigation, simultaneously declaring that any allegation of wrongdoing
against Mr. Jakobek was baseless. Then, the following Monday, April 26,
Mr. Jakobek and Ms. Morrish brought separate motions before me, argu-
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ing that it was constitutionally impermissible for me to hear new evidence
that should instead be turned over to the police. Through his counsel, Mr.
Jakobek told me that he had just now found documents that “completely
destroyed” any assumptions of impropriety. Inexplicably, he refused to turn
them over to the inquiry, but he was willing to give them to the police. Mr.
Jakobek well knew that, unlike a public inquiry, a police investigation
could not be conducted in public. Ultimately, the police declined Mr.
Jakobek’s invitation, partly because they do not launch investigations when
the very person asking for one insists that no crime has been committed.
Essentially, Mr. Jakobek’s letter told them an investigation would be a
waste of time.
In substance, I dismissed the motions, but since both Mr. Jakobek and
Ms. Morrish applied to the Divisional Court of the Superior Court of
Justice for judicial review, as was their legal right, I agreed to adjourn the
hearings pending the Court’s ruling. In their applications to the Court, they
argued that the inquiry was now investigating allegations of bribery and the
propriety of certain payments, and that only the police could properly carry
out such an investigation. They asked for the summonses issued to them to
be quashed. The Court ruled against both of them, and the summonses
stood. (Ultimately, Ms. Morrish swore an affidavit and was not required to
testify.) The Court made a further ruling requiring them to pay costs. In
that ruling, the Court characterized their challenge of my ruling as “an
effort to avoid testifying before the Inquiry.”
Commission counsel had informed Mr. Jakobek of the expected evidence well in advance of the first recall witness. He could have applied for
judicial review then, but he waited to see what Dash Domi would say in the
witness box. Ever the tactician, he didn’t want to signal his concern until it
became absolutely necessary. Mr. Jakobek denied that this was the motive
behind the curious timing.
Mr. Jakobek delayed the inquiry while we awaited the Divisional Court’s
decision, but he didn’t stop it. The investigation continued in the interim,
and in the roughly four months between his application to the Court and
his return to the witness box, the inquiry uncovered more information that
was not helpful to Mr. Jakobek. His stalling tactics backfired, and he had
even more to explain by the time he testified.
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F. I NNOCENT E XPLANATION :
A R ICH FATHER - IN -L AW
As a City Councillor, Mr. Jakobek earned $63,915 (a third of it tax free)
annually. But, he said, his family was not dependent on his salary, and he
had an innocent explanation ready for the $21,000 paid into his American
Express account. In a pair of brief affidavits dated October 15, 2003, and
December 2, 2003, Mr. Jakobek said the money came from his father-inlaw, former Scarborough politician Ken Morrish. Mr. Jakobek said that, on
his salary, he couldn’t have afforded the expensive trip to Disney World for
his family that was charged to his American Express card on November 1,
1999. He said, “Any kind of major expenditure or major thing that we had,
the source of funding would either directly or indirectly come from my
father-in-law. We didn’t have that kind of money.”
The explanation seemed plausible, on the surface. Mr. Morrish was a
wealthy man. In 1989, he bought a house for his daughter and her husband,
Tom Jakobek, for $1.4 million. Mr. Jakobek and his family still live in this
house. In today’s real estate market, there is no doubt the house is worth
considerably more than it was in 1989. Sadly, Mr. Morrish was not in a
position to confirm that he paid the money into his son-in-law’s American
Express account for the trip to Disney World; he had suffered a stroke in
2002 that rendered him unable to testify before the inquiry. Mr. Jakobek’s
wife, Deborah Morrish, acted as power of attorney for her father.
In his sworn affidavits, Mr. Jakobek observed nebulously that the payments from his father-in-law were in the form of “cash, bank drafts or
cheque.” Mr. Morrish’s financial records, summonsed by the inquiry, failed
to confirm any such payment. But those records revealed one interesting
thing, unrelated to the events of November 1999. Mr. Morrish had indeed
given his son-in-law quite a bit of money before. Mr. Jakobek had a line of
credit, which on one occasion was paid off by Mr. Morrish. The paper trail
for that instance of Mr. Morrish’s generosity to his son-in-law was very clear.
The contrast between Mr. Morrish’s detailed record of paying down Mr.
Jakobek’s line of credit and the absence of a single supporting record for the
American Express payments was troublesome. The innocent explanation was
now on slightly shaky ground, but it was still within the realm of possibility.
Then, without warning, the shaky ground collapsed.
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G. T HE S TORY C OMES A PART, BUT
M R . J AKOBEK S TICKS TO I T
At first, American Express was unable to find any documentation behind
the statement showing the November 3 payments. Mr. Jakobek knew this,
because he had asked American Express if it could find any backup records
and was told it was impossible. That was before he gave the inquiry his
sworn affidavits. So when Mr. Jakobek attributed the $21,000 payment to
his father-in-law, he believed American Express would find no records, and
he knew his father-in-law was not able to testify.
Soon after Dash Domi testified in April 2004, and after Mr. Jakobek had
sworn his two affidavits in 2003 but before he returned to testify, American
Express found the impossible-to-find records. Only $6,000 of the $21,000
in payments had been made in cash. The records included microfiche copies
of the cheques used to pay the remaining $15,000. The cheques didn’t come
from Mr. Morrish. They came from Mr. Jakobek’s own mother and grandmother. The record didn’t reveal the source of the $6,000 in cash.
When Tom Jakobek re-entered the inquiry witness box to address the very
serious questions about the money trail, he was a changed man. Gone was the
aggressive former budget chief with impressive grasp of the smallest financial
detail. Gone was the man who said he had an IQ of 142 and boasted to a
newspaper reporter of his “phenomenal memory.” Gone was the abrasive,
condescending demeanour of his previous appearances. Drifting from one lie
to another in a performance worthy of Pinocchio, he tried, as he had done
before, to deflect questions by spinning off in different directions. His phenomenal memory now conveniently failed him entirely. Yet he stuck to his
original story as best he could, considering the facts now uncovered.
Even after he saw copies of his mother’s and grandmother’s certified
cheques, Mr. Jakobek continued to say that at least some of the money for
the Disney World trip came from his father-in-law. When he had said in his
affidavit that the payment was from his father-in-law, he speculated that the
payment might have been in cash. Now he claimed that the cash portion of
the payments to American Express came from Mr. Morrish: “Until I saw
these documents in the last several weeks, I believed the source to fund [this]
American Express payment [was] my father-in-law. . . . As to what I recall
now, seeing the cheques—I believe the $6,000 is from my father-in-law, and
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that’s the cash. I have no recollection of the three cheques, other than a faint
recollection, and I don’t know whether it was this trip or another [trip].” His
mother had joined his family on a number of trips, he said, twice to Disney
World. He hesitantly suggested that, since she insisted on paying her own
way, one of the cheques might have been her payment for one of those trips.
“How sharper than a serpent’s tooth it is / To have a thankless child!”6
According to Tom Jakobek’s mother, Ursula, $11,000 of the American
Express payment was a gift from Tom Jakobek’s grandmother Maria Michie,
and $4,000 was his mother’s contribution to the November 1999 trip.
Mrs. Jakobek testified that, without knowing how much a trip to Disney
World might cost, her mother, Ms. Michie, had instructed her to certify
cheques totalling $11,000 as a contribution to the trip for her great-grandchildren.
Mrs. Jakobek, likewise not knowing how much her portion of the trip
would cost, certified a cheque for $4,000 to pay her own way. This was a
special occasion. Neither she nor her mother had paid for such a trip before.
Yet instead of giving the certified cheques to her son, Mrs. Jakobek said she
gave them to her son’s father-in-law, Ken Morrish, when he happened to
drop by. She recalled that when she told her son about her own $4,000 contribution, he said, “You’re crazy, Mother.” He had been appropriately
thankful. She thought her son would certainly have thanked his grandmother for her unprecedented gift of $11,000 toward the trip.
Was he asking the inquiry to accept his word that he had no recollection
of the three cheques that made up the gift? “Absolutely,” he said.
Tom Jakobek’s parents lived in a modest way—certainly not in a “splendid home,” as their son characterized his own. His grandmother lived in a
subsidized apartment complex for seniors, on a pension. Could he really
have forgotten such generosity from them and mistakenly attributed it to
Mr. Morrish? He “just didn’t recall” how he could have forgotten it when
he swore those affidavits.
It seems clear that he didn’t forget—he lied. He lied because he knew that
his father-in-law’s paying for the trip was plausible and this explanation might
6
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The Makings of a Mystery

363

forestall further investigation. But he had to have known that if the inquiry
somehow found out that the money had not come from Mr. Morrish, it
would be uncomfortable for him. He would, once again, be called upon to
seem contrite. When he was caught in a lie about the Philadelphia trip, he
apologized for repeatedly lying, and he had to set the record straight on his
lawyer’s letter to the Star and clear up his comments about his friend Harold
Peerenboom. This time, he knew that if the truth came out, his elderly parents and grandmother would very likely have to be involved in the
investigation, with all the stress that would entail for them. How would they,
of such modest means, be able to explain those certified cheques for such large
amounts? Would they have to testify? That possibility would bother the conscience of most people, but Tom Jakobek had a remarkable ability to
rationalize his behaviour and disregard everyone’s best interests but his own.
What did he do? He gambled again, as he had about the Philadelphia trip,
that the truth wouldn’t come out. Apparently, the chance that he could explain
away the coincidences with a lie, and perhaps keep the investigation from digging further, was worth the risk of getting caught in a lie again. He gambled and
lost, and his own mother was thrust into the spotlight to face questioning in the
witness box and the scrutiny of a skeptical press. The most charitable interpretation was that Tom Jakobek was a shamefully ungrateful son and grandson.
Why would he cast himself in that ignominious role? To be worth the gamble,
the consequences of telling the truth from the beginning had to be worse.

H. T HE E BB
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To reconstruct the money trail, the inquiry summonsed the bank account
records for Mr. Jakobek’s parents and grandmother. A team of forensic
accountants pored over them, line by line. What they found was startling.
In 1999, Ursula Jakobek retired. Her husband, Thomas Z. Jakobek, and
her mother, Maria Michie, had retired years before. According to their
income tax returns, their 1999 net incomes were approximately $32,000,
$20,000, and $15,000 respectively.
In October and November 1999, Mr. Jakobek’s parents and grandmother received into their collective bank accounts over $25,000, in cash,
mostly in $100 bills. That cash accounted for more than two thirds of the
value of deposit activity in the accounts during that period. Pension and
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interest income made up the remaining third. Also during October and
November, $34,500 went out of these accounts to Tom Jakobek’s direct
benefit, either by transfers to his bank account or through the cheques
payable to his American Express account. In other words, cash was flowing
into these accounts—extraordinary amounts compared to the incomes of
the account-holders—from sources unknown. And just as quickly, it was
flowing out to Tom Jakobek. To the forensic accountants, this persistent
pattern suggested the conclusion that Tom Jakobek appeared to be influencing or controlling his parents’ and grandmother’s accounts.
Tom Jakobek’s memory loss continued into questioning about the
money his parents had transferred to his benefit in October and November
1999, some $19,500 in addition to the American Express payment. He said
his parents didn’t just give him money and he acknowledged that he didn’t
need money from them. His parents were repaying him, he said, “for things
I had done or things that they had received or whatever.” He was unable to
remember any convincing details about precisely what things he had done,
or what his parents might have received that might account for almost
$20,000. Nor was he able to provide any supporting documentation, even
though the inquiry was clearly interested in anything that would have supported these claims.
The money trail proved consistent with a deliberate attempt to mask the
source of the funds.
Between the beginning of October 1999 and late December 2000, in
addition to his salary, $27,877 in cash went into Tom Jakobek’s bank
account, 83 per cent of it in $100 bills. Mr. Jakobek’s claim that his fatherin-law gave him that money is called into question by his similar claim with
respect to the American Express payments. Another $60,000 in unidentified deposits went into his account during that time. So where did all that
money come from? Mr. Jakobek suggested that they included proceeds from
the sale of a property or possibly a payout from the City after he left, but
couldn’t be more helpful than that.

I. A C OMPLICATED WAY

TO

G IVE

A

G IFT

Following Tom Jakobek’s recall evidence, his 71-year-old mother, Ursula
Jakobek, was first into the witness box for the family. She did her best. She
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tried very hard to present the circumstances of the American Express payment story in the most innocent light possible. But her son’s lies, already on
record, made that impossible. She tried to help him, but it should be a surprise to no one that she failed.
Mrs. Jakobek was facing the impossible task of deploying a fresh explanation to overcome her son’s false account of the American Express
payments. But there was more. She would also be asked to explain the convoluted money trail, winding through a complicated series of transactions
involving numerous Jakobek family bank accounts, on the way to those
payments.
Despite their apparently modest income, Ursula Jakobek and her husband, Thomas Z. Jakobek, maintained a complex web of personal accounts
at six different financial institutions. They were scattered all over Toronto.
Maria Michie, Tom Jakobek’s grandmother, aged 86 in 1999, had five
personal accounts, likewise spread around various financial institutions. By
that point, she was not doing her own banking. Her daughter, Ursula
Jakobek, did it for her. Out of three of the accounts held by his parents and
grandmother came much of the money to pay Tom Jakobek’s American
Express bill on November 3, 1999.
At 7:33 a.m. on November 2, 1999, Tom Jakobek called his mother
from his cellphone. He had used his cellphone to call her before, but infrequently. Thirty-six hours after that phone call, his American Express bill
would be paid. Later that day, Mrs. Jakobek visited her mother, as she did
most days. The story was that her mother wanted to contribute to a trip to
Disney World for her great-grandchildren. She had never paid for a large
trip before, nor had she ever done anything this extravagant for her greatgrandchildren. Ursula Jakobek said that on her mother’s instructions, she
filled out two cheques and her mother signed them. Later, Mrs. Jakobek
went to three different financial institutions and did a lot of banking. She
couldn’t remember the order in which she made her banking stops that day,
but the aim of it all was to obtain certified cheques to pay into her son’s
American Express account, three weeks before payment was due, as it
turned out.
At the CIBC at Danforth and Coxwell, Mrs. Jakobek did three things:
• She deposited $1,000 in $100 bills to one of her mother’s accounts.

366

FACTS AND FINDINGS

• She immediately transferred $5,200 from that account to another of her
mother’s accounts at the same branch.
• She certified the cheque her mother had signed earlier, drawn on the second account, payable to American Express for $3,700.
Mrs. Jakobek explained that she certified the cheque at her mother’s
insistence. Mrs. Michie had once written a cheque that bounced, so she
wanted the cheque for her grandson “stamped.” She added , “Tom would
never have taken the cheque if it wasn’t certified either,” because he wouldn’t have wanted his grandmother to pay. This was an odd comment, given
that Tom was never going to see the cheque anyway, as it was destined to go
straight into his American Express account.
Two weeks later, she would return to this CIBC branch and deposit
$4,200 in $100 bills to the first account. The balance in the account before
the transfer on November 2 was $4,267.76. After this later cash deposit, the
balance returned to exactly $4,267.76.
Still on November 2, Mrs. Jakobek went to Canada Trust at Eglinton
Square in Scarborough.
She performed three transactions at this branch:
• She deposited $1,000, in $100 bills, to her mother’s account.
• She transferred $1,600 into her mother’s account from a joint account
Mrs. Jakobek held with her husband at the same branch. These two
deposits brought the balance in Maria Michie’s account from just over
$4,000 to a little under $7,500.
• She certified the second cheque her mother had signed that morning,
payable to American Express for $7,300, leaving less than $200 in the
account.
Three weeks later, she would deposit $3,000, in cash, into the same
account, but she would do it from a branch on Queen Street, near her
home.
Still on November 2, Mrs. Jakobek visited a Toronto-Dominion Bank
branch near her home in the Beaches:
• She deposited $1,000 in $100 bills to her own account.
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• She certified a cheque from that account for $4,000, payable to
American Express.
Two days later, she would deposit $2,100 in cash to this account, including $1,500 in $100 bills.
Mrs. Jakobek said she had been simply following her mother’s instructions, without question, in carrying out the elaborate series of deposits and
transfers at different banks to arrive at Mrs. Michie’s $11,000 contribution
to the Disney World trip. She said it was “no big deal.” In between bank visits, she stopped for coffee and did “this and that.” Alone, with thousands of
dollars in cash in her purse.
The three cheques certified on November 2 rested safely somewhere
overnight. Presumably, Ursula Jakobek took them home with her.
The next day, November 3, the three certified cheques travelled
downtown to the American Express office in the Royal York Hotel
where, along with $6,000 in cash, they were finally paid into Tom
Jakobek’s American Express card account. There were no $1,000 bills in
the cash part of the payment. The threshold triggering the requirement,
under Canada’s money-laundering laws, to record the name of the person making a cash deposit and his or her address and occupation is
$10,000. Thus, there is no record of whether it was actually Mr.
Morrish, as Ursula Jakobek had said, who made the payments to Tom
Jakobek’s account that day.
But why pay the gift into Tom Jakobek’s American Express account?
Ursula Jakobek said she never discussed it with her son. She didn’t know
whether he still had an American Express card. She knew he had other
credit cards but assumed he would use his American Express card to pay for
the trip because she had seen him use that card to pay for things at Disney
World on a previous trip.
Ursula Jakobek had tried her best to support her son’s story, but it simply wasn’t plausible that she and her mother had contributed $15,000 to his
American Express account, without telling him, without knowing for sure
whether he would use that card to pay for the trip, and with no idea of what
such a trip would cost. Mrs. Jakobek remembered that her son had been
appropriately thankful for the gift, which made it implausible that he didn’t remember receiving it.

368

FACTS AND FINDINGS

Mrs. Jakobek said her mother, though a pensioner, had plenty of money
in cash. That explained how she could give a gift of $11,000. If that was true,
it was puzzling that she had transferred money from her own account to her
mother’s to cover the certified cheques. Mrs. Jakobek had no explanation.
It seemed implausibly convenient that her son’s 80-year-old father-inlaw materialized at her house just in time to take the three certified cheques
downtown to the Royal York Hotel and pay them into Tom Jakobek’s
American Express account. It was the first time he had performed such an
errand, and there had been no prior discussion of the need for it. And presumably he had with him when he dropped by, or picked up on his way
downtown, $6,000 in cash to bring the payment up to $21,000, rather than
writing a cheque.
The allegations that the American Express payments were made with
money from Dash Domi were in Toronto’s newspaper headlines in April
2004. Mrs. Jakobek saw those headlines. She commented that the “papers
don’t tell you the truth always. . . . Papers twist things in order to sell the
newspapers.” Her son was being accused of serious wrongdoing. She would
maintain that the money couldn’t have come from Dash Domi because it
came from her and her mother. Yet, inexplicably, she didn’t remember
reminding her son of a fact that would have gone a long way toward clearing him of suspicion.

J. A S TRANGE WAY

TO

PAY

A

D EBT

Mrs. Jakobek did no better in trying to explain the other unusual cash activity in the family accounts. She said all that cash flowed into their accounts
and out to Tom Jakobek because, in addition to reimbursing Tom for things
he arranged or bought for them, they were helping another son, Joe, to
repay a real estate debt he owed Tom. Joe would pay them when he could,
but they would pay Tom faster.
This was a new explanation, never mentioned by Mr. Jakobek in his
account of why his parents were giving him money. And there was no detail
available to lend it credibility. Mrs. Jakobek was unsure about when she
began to pay Tom, and about when Joe made payments to her. She didn’t
keep track of how much she paid, leaving that to Joe, nor did she know how
much was outstanding. Oddly, though, it appeared that Joe began to repay
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his parents for their payments to Tom even before his parents had yet made
one payment.
In any case, Mrs. Jakobek got critical details of the real estate transaction
all wrong. For example, she said the debt originated when her son Joe used
the proceeds of the sale of a house owned jointly with Tom (although, as it
turned out, only Joe’s name was on the title of that house) to buy a second
house instead of paying Tom his share. Title searches would show that Joe
bought the second house two years before the sale of the first house, so Mrs.
Jakobek’s explanation was impossible.
Even if true, the story that there was a real estate deal contradicted Tom
Jakobek’s sworn testimony that the money from his parents’ accounts was
only reimbursement for vague things he had arranged or bought for them.
Apparently forgetting how different her son’s evidence was from her own,
Mrs. Jakobek even said that Tom knew his parents were paying his brother’s
debt to him. As with the Domi brothers, this discrepancy illustrates how
difficult it is for people to collectively stick to a consistent made-up story.
Tom Jakobek had not remembered any of the things he had done for his
parents that would account for the money flowing to him from their
accounts, but Mrs. Jakobek tried to fill that gap. Her son had taken his parents’ car for repairs and had arranged for various work around the house.
He would pay for all of these things, and Mrs. Jakobek or her husband
would ask him how much it had cost and reimburse him, but they had
never asked for the invoices or receipts.
Where did all this Jakobek family cash, for the American Express payments and the real estate debt repayments, come from?
Maria Michie, Tom Jakobek’s grandmother, lived in subsidized housing
on a net income of just over $1,200 per month. Her daughter said that, to
a certain point, Mrs. Michie “wanted to be careful with her money and get
interest wherever she could.” That was why her mother had instructed her
to move money around various accounts on November 2—to keep earning
that little bit of extra interest on a savings account as opposed to a chequing
account as long as possible.
Nevertheless, Ursula Jakobek also claimed that Mrs. Michie kept stores
of cash, the existence of it known only to her daughter and the quantity
unknown even to her, in a shopping bag hung on her bedroom door, under
her housecoat, where it obviously earned no interest at all. She had other
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cash around her apartment, too, in a locked suitcase. This made no sense to
Mrs. Jakobek, she said, but it made sense to her mother, so she didn’t question it. Mrs. Jakobek’s mother and father had lost their bank savings during
the war, and that was explanation enough. Yet Mrs. Michie maintained five
bank accounts.
According to Ursula Jakobek, every month, her mother sent her to the
bank for cash and never used the money in the shopping bag hung on the
bedroom door. Yet Mrs. Jakobek said her mother must have given her the
$2,000 in $100 bills to deposit on November 2, because she had no reason
to give her mother money to cover the certified cheques. She had no explanation for why she had transferred money from her joint account with her
husband to her mother’s account. Her mother didn’t need the money.
Ursula Jakobek said that she and her husband, too, had great stores of
cash which, despite their many bank accounts, they kept around the house.
She herself had squirrelled away about $25,000 over the years. Yet, despite
having ready access to that cash in her house, she instead embarked on her
complex series of banking transactions. This information became public at
the inquiry, and as a result Mrs. Michie and the elder Jakobeks stopped
keeping cash in their homes.
The forensic accountants had determined that tens of thousands of dollars were necessary to conduct the cash transactions in the Jakobek family
bank accounts in October and November of 1999 alone. Interestingly, all
the cash deposited, mostly in $100 bills, went not to their son the teacher,
nor to their other son the police officer, but to their very wealthy son who
never claimed an expense in two decades at City Hall, who lived in a mansion, and who had a wealthy father-in-law who paid his debts for him and
paid for trips and other luxuries.
If the money that went to Tom Jakobek came from cash stashed
around his parents’ home or a shopping bag on the bedroom door of his
grandmother’s apartment, why put it through a complicated series of
transfers, deposits, certified cheques, and credit card payments? Why not
just give it to him in an envelope, as Dash Domi claimed he had done for
his brother’s birthday? Why not write him a cheque and give it to him
directly? Why obscure the source of a grandmother’s generous gift or
reimbursement to a son for out-of-pocket expenses in the course of helping his parents?
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Ursula Jakobek said that how her mother dealt with her money made no
sense to her. The same could be said of the entire family.
Mrs. Jakobek left the inquiry witness box with her head held high. She
had tried gamely, but vainly, to prop up her son’s stories and offer an innocent explanation for the bizarre and suspicious-looking money trail. Despite
her brave face right to the end, it was sad to see a dignified woman pushed
so far out on a limb by her selfish and shameless son. She freely chose to try
to support her son this way, but even so, his lies had put her in that position.
Tom Jakobek’s brother Joe was a different story altogether.

K. L AST-M INUTE A DDITION : A NOTHER
M R . J AKOBEK A SKS TO B E H EARD
Tom Jakobek’s brother Joe was a last-minute addition to the inquiry’s witness list. He appeared at his own insistence, which was rare in the inquiry.
He was eager to testify. After his mother’s attempts to tell the debt repayment story fell hopelessly flat, he resented the City’s lawyer’s suggestion that
his mother was merely telling a “story” about the repayment arrangements
between himself, his parents, and Tom.
He should have resisted the impulse to ride to the rescue. By then, the
evidence of Tom Jakobek and his mother had presented the inquiry with a
matrix of lies, irreconcilable discrepancies, obfuscation, and fantastic
implausibility. Joe Jakobek’s performance brought the Jakobek family to
new lows in credibility.
From the outset, he was prickly. He tried to take control of the examination by insisting that questions be put to him in a specific order.
Apparently, he had expected a gentle ride through his evidence because he
appeared voluntarily, and he pouted openly when challenged. His
demeanour did nothing to aid the credibility of his testimony.
By contradicting important elements in Tom Jakobek’s story, Ursula
Jakobek had made things worse while trying to clean up her son’s mess.
Now, in trying to clean up the mess his mother had made of the real estate
debt story, Joe Jakobek made things worse yet.
Joe couldn’t explain why Tom made no mention of the debt in his evidence, but he did his best to explain the debt his parents were ostensibly
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paying back to Tom for him with the money the forensic accountants traced
from October and November 1999. He corrected the obvious errors his
mother had made in the history of the real estate transaction.
What he couldn’t do, however, was explain why, if the story of the debt
was true, some of the debt to Tom, and most of Joe’s consequent debt to his
parents, remained outstanding. He had ample opportunity, and money, to
pay it off. He had bought and sold two other properties, including a property Tom bought from him at a price well above its market value.
Joe Jakobek said that the sale of the property he owned jointly with his
brother, where the debt in question originated, netted a profit of about
$200,000 over the purchase price. After deducting $30,000 in renovations
for which Joe had paid, they calculated the net profit at $170,000, or
$85,000 for each of them. Owing to his financial situation at the time, Joe
couldn’t afford to pay his brother his share. He thus owed him $85,000. He
wanted to conceal the debt from his parents but eventually told them when
they asked him about the sale. They were upset about it and undertook to
pay Tom, with Joe paying them back at a slower rate. Later, when Tom
learned that his parents would be paying back the debt, he reduced it to
$50,000 and told them to forget the rest. Their parents left it to Joe to keep
a record of the debt repayment. This is how he did it:
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According to Joe Jakobek, his parents would call him when they made a
payment to Tom and tell him how much they had paid. This happened
irregularly, perhaps two or three times a month. He would jot that number
on a piece of paper. Later, he would update the running total, which was on
another scrap of paper kept in a drawer by his bed. One such scrap of paper,
the one shown above, was preserved for five years as Joe Jakobek moved
from residence to residence. It was the only record of the debt repayment
scheme between himself, his brother, and their parents.
Each time he updated the running total, he said, he discarded the scrap
of paper showing the previous total. Since the scrap of paper shown above
was said to be five years old, the elder Jakobeks had apparently repaid
$72,000 of the original $85,000 debt by 1999 and then abruptly stopped
paying. He kept track of his payments to his parents on the same scrap of
paper. By 1999, he had repaid $15,000, and then nothing until, within a
month before testifying, he paid them $2,000. This he entered on the fiveyear-old scrap of paper, rather than writing the new running totals on a
fresh scrap of paper, as had been his practice.
Joe Jakobek said that his parents had been adamant that Tom should be
paid every penny of the $85,000, not the $50,000 Tom agreed to when he
learned that his parents were going to pay him back. Why did they pay their
son $22,000 more than he wanted? And if they were determined that he
should have the full $85,000, why did they stop at $72,000?
Joe Jakobek was well educated. He held a B.A. from the University of
Western Ontario and an M.B.A. and a B.Ed. from the University of
Toronto. He was a former police officer, and thus an experienced courtroom
witness. He taught introductory law at high school.
He viewed with great suspicion a photocopied land title document
because it was not a “certified true copy,” even though it had been provided
by his own counsel, who told him he need have no concern about its
authenticity. Later, when he was questioned about the scrap of paper, commission counsel suggested that, short of forensic examination, there was no
way to determine when it was written. Mr. Jakobek replied that he had not
been in the forensic unit of the police, so he couldn’t comment on that.
Curiously, at the end of his testimony, when commission counsel made the
routine suggestion that this dog-eared little triangular scrap of paper be
retained by the inquiry as an exhibit, as was the practice with original
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documents throughout the inquiry, Mr. Jakobek objected vigorously: “I
absolutely want that back,” he said, because he needed it as a record of the
running total. Initially, he emphatically rejected the offer of a photocopy of
it and wanted the original for “safekeeping.” Ultimately, he did allow the
paper to be duly filed as an exhibit when I said I would ensure that it would
be returned to him at the end of the inquiry.
Was Joe Jakobek worried that if the inquiry submitted that piece of
paper to forensic examination, it would prove not to be as old as he said it
was? Possibly. In any event, the lack of credibility in his account of the real
estate debt made forensic examination superfluous.
Joe Jakobek was the last witness to give evidence about the Jakobeks’ perplexing money matters. The family’s many overlapping and undercutting
stories had done nothing to dispel concerns about what happened in City
Hall’s underground garage.

L. T HE S TORIES H AVE B EEN TOLD —W HAT
D O W E K NOW ?
In solving a mystery, any number of theories might fit the facts. Here is how
a story might be written to fit with what we know.
Councillor Jakobek’s motion at the Policy and Finance Committee gave
MFP great flexibility to enhance its deal with the City. When Dash Domi got
his big commission payment, it was time to secretly reward the Councillor
whose influence he had been aggressively courting for months. Mr. Domi
went to the bank, got $25,000 in cash, and called Tom Jakobek to set up a
meeting in the underground parking garage. He called the Councillor again
an hour later, as he was entering the garage, perhaps saying something like,
“I’m heading in now. Come down and meet me.” Councillor Jakobek hurried
downstairs, met Mr. Domi, and took the package. Only 13 minutes elapsed
from the time Mr. Domi entered the garage to the time he left.
In the two days that followed, Tom Jakobek put $3,400 of the money in
his bank account, and gave the rest to his mother to cycle through a tangle
of cash deposits, carefully kept under the $10,000 threshold that requires
financial institutions to generate a detailed transaction record under federal
money-laundering laws, until it ended up credited to his charge card.
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A story like this connects the coincidences. It has the benefit of fitting
the facts we know.
On the other hand, the facts we know could all be chalked up to an
unfortunate coincidence of timing. A story could also be written like this:
Dash Domi withdrew $25,000 in $1,000 bills to give to his brother, Tie,
on his birthday. A serial cellphone caller, he happened to call Councillor
Jakobek twice that day for no particular reason. Just as he was making one
of those calls, he happened to be driving into the City Hall parking garage
on an errand of some kind that took 13 minutes. Two days later, a doting
grandmother with an eccentric way of dealing with money, a loving mother
who wanted to pay her own way, and a generous father-in-law prepaid
almost the same amount into Tom Jakobek’s American Express account for
a family trip to Disney World. The Councillor was a busy man and had simply forgotten that they had done so. None of the banking transactions, nor
any of the credit card payments, nor any of the money deposited to Tom
Jakobek’s accounts was in $1,000 bills. The timing of Dash Domi’s calls and
the timing of the financial transactions were both coincidence; case closed.
Those are two theories that fit the facts, but theories are conjecture, and
of little value without proof. After theories comes the much harder work of
determining the truth. Fairness demands that the people affected be given
every opportunity to explain. Then those explanations must be carefully
and impartially analyzed.
Dash Domi and Tom Jakobek were given every opportunity to refute the
theory that a sales representative had made an improper payment to a City
Councillor. In normal circumstances these two would have made unlikely
friends; in these circumstances, their relationship made no sense at all. They
presented their explanations. But nothing they offered withstood critical
scrutiny. They were both proven liars. The stories of both were inconsistent
and implausible. They both seemed to forget many critical details when it
best suited their strategic purposes. They both relied on their families. These
families, understandably intensely loyal and partisan, were their only support. Yet the stories of the family witnesses didn’t tally with the objective
evidence or their original testimony. They simply couldn’t fill the gaping
holes in the stories.
We knew from the Philadelphia story that Dash Domi and Tom Jakobek
lied in concert to conceal their trip and their relationship. We now knew
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that they also lied separately in recounting their roles in the movement of
mysterious money. Whether they acted in concert or independently, the
consistency of their lies gives credence to the theory that Dash Domi made,
and Tom Jakobek accepted, an improper payment of $25,000.
One further important point must be made regarding this theory: There
is no evidence to demonstrate that Tom Jakobek had any connection with
anyone at MFP apart from Dash Domi, so this theory does not include the
company or any other of its officers or employees.
My terms of reference specifically directed me to examine the relationships between staff, elected representatives, and MFP. We drafted our rules
of procedure in a way that encouraged witnesses to come forward. Our rules
told witnesses that the law offered protections to encourage them to come
forward and give full and forthright evidence to an inquiry. As a commissioner of a public inquiry, I consistently encouraged the public to keep an
open mind to the very end, and I did so myself. I was always fully prepared
to accept reasonable or believable evidence. I encouraged witnesses to provide evidence that might help to explain seemingly compromising
circumstances. Insofar as Mr. Domi and Mr. Jakobek are concerned, I gave
them numerous opportunities to provide me with credible evidence to support their versions of events. They provided me with no such thing. Worse,
they lied repeatedly.
So I am left with these two questions: Is there enough credible evidence
here to reach the conclusion that Dash Domi gave Tom Jakobek a payoff?
Yes, there is. Has either Mr. Domi or Mr. Jakobek provided me with any
believable evidence to refute that? No, they have not.
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`ÕLÕÃÊÕÃiÊvÊ>ÊÃ«iV>Ê9ÓÊ«ÀVÕÀiiÌÊ>««ÀÛ>ÊiV >Ã]Ê>`Ê
>ÊÛÛiiÌÊvÊi}>ÊVÕÃi°
/ ÃÊ>ÞÊÞi>ÀÃÊ>ÌiÀ]ÊÌÊÃÊ«ÃÃLiÊÌÊ`iÌiÀiÊ ÜÊ>ÞÊÀÊÜ >Ì
ÌÞ«iÊvÊ"À>ViÊViViÃÊÌ iÊ ÌÞÊÀi>ÞÊii`i`ÊÊ£]ÊÀÊÌ iÊ«Ì>ÊiÛi
vÊÌiV V>ÊÃÕ««ÀÌÊÌÊ}ÊÜÌ ÊÌ i°Ê/ iÊ ÌÞÊ``½ÌÊ>ÌÌi«ÌÊÌÊV«i
Ì >ÌÊvÀ>ÌÊÕÌÊÓääÓ°
"À>ViÊ ``½ÌÊ ÃiiÊ ÃÌ>`}Ê >ÌÊ Ì iÊ µÕÀÞ°Ê ÌÊ ``Ê V«iÀ>ÌiÊ ÜÌ Ê Ì i
µÕÀÞÊ>`Ê«ÀÛ`i`Ê>ÊvÊÌ iÊ`VÕiÌÃÊÀiµÕiÃÌi`°
ÎÇÇ

378

FACTS AND FINDINGS

A. W HAT D ID

THE

C ITY B UY ?

On December 31, 1999—the very eve of Y2K—the City of Toronto
entered into a contract with Oracle for the purchase of 10,000 Oracle enterprise licences, along with “silver” level technical support, for five years. The
net cost was $11,336,651. That included a $1,558,836 credit for Oracle
licences the City already owned and $481,691 for prepaid support fees. The
whole amount was put on lease with MFP.
What did the City get for its money?
Various types of licences were available from Oracle. The City acquired
“enterprise licences,” also known as “named network licences.” An enterprise licence is assigned to one specific user and cannot be shared. That user
can access any number of Oracle-based applications. The software can be
used on multiple server operating systems and can be moved freely among
servers. This option allows great flexibility, but it is the most costly. Each
enterprise licence (not counting technical support) cost approximately
$444. To upgrade licences of other types already owned by the City to
enterprise licences cost $288 each.
One other type was “run-time” licences, which are restricted to one
Oracle-based application. They are generally bundled with other vendors’
applications and cost about $150. A third type was “concurrent” licences,
which allowed multiple, non-specific users access to any one Oracle-based
application, so long as the maximum number of simultaneous users was not
more than the number of concurrent licences owned. Concurrent licences
are especially well suited for a large number of occasional users. They are
generally less expensive than enterprise licences, but more expensive than
run-time licences.

B. T HE E LUSIVE A PPROVAL
The paper trail leading to the City’s acquisition of 10,000 enterprise Oracle
licences was cold: Virtually no documentation existed to show a need for
the acquisition, no evaluation or analysis, and virtually no record of the
negotiations with Oracle.
Oracle was not new to doing business with the City of Toronto. Several
of the former municipalities had been using its products, and Oracle had
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Type of Licence

Users

Applications

Approximate Cost
per Licence
(excluding support)

Enterprise
(or Named
Network)

One specific user

All applications

New: $444.00
Upgrade:$288.00

Run-Time

One non-specific
user; bundled with
other software

Specific to one
application

$150.00

Concurrent

Multiple, non-specific users; number
of simultaneous
users not to exceed
the number of
licences

One application

More than runtime; less than
enterprise

twice tried to sell enterprise licences to the City—once in 1997, before
amalgamation, and again in 1998.
After consultation with City staff, in its 1997 proposal Oracle projected
that the amalgamated City would need 17,320 enterprise licences by 2002.
The City certainly appears to have considered the proposal. ThenCommissioner Margaret Rodrigues went so far as to prepare a draft report for
the Corporate Services Committee based on it, but there must have been second thoughts because the report never went to either committee or Council.
The 1998 proposal was prompted by the City’s SAP project. SAP had
been approved as the City’s financial, purchasing, payroll, and human
resources system. It would be run on an Oracle platform and it needed
Oracle licences. The City had the option of buying run-time licences from
SAP, a reseller of Oracle licences. Meanwhile, Oracle made another proposal
to sell the City enterprise licences directly. In the end, with tight deadlines
for the SAP project and no budget approval for the more expensive enterprise licences, the City went with run-time licences from SAP.
By the fall of 1999, program areas were asking the Y2K Project office for
Oracle software. With the spectre of Y2K looming, many had developed or
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purchased software to replace non-Y2K-compliant applications. They
needed Oracle software to run them. Their requests went to Lana Viinamae.
The Y2K Steering Committee approved several of these requests, adding up
to at least 2,000 new licences. Ms Viinamae said that Jim Andrew and
Wanda Liczyk, members of the Y2K Steering Committee, agreed that these
new licences were needed for SAP. Ms. Liczyk couldn’t recall a discussion
about 2,000 licences. There was no mention of it in the minutes of the Y2K
Steering Committee—but, as it turned out, those minutes were not necessarily complete.
Oracle first appeared in the minutes (but not the agenda) of the October
7, 1999, meeting of the Y2K Steering Committee. This notation was under
the heading “Oracle licences”:
A question was asked on what are is being doing Corporate Wide regarding Oracle licences. This is being looked at and will be part of the capital
budget for next year. Now that the City is leasing, the possibility of getting multi-use licences is being investigated. Generic platform prices are
being obtained. Using schedule with the Master Contract agreement is
also being looked at.

Ms. Viinamae said that, at this meeting, she was directed to begin
exploratory or investigative discussions with Oracle for new Oracle licences.
Wanda Liczyk and Jim Andrew both agreed that they told her to explore the
idea with Oracle. The minutes were not a model of clarity, but it seems clear
that by October 1999, Ms. Viinamae had been given the go-ahead to
approach Oracle about new licences.
Ms. Viinamae did go ahead, as she recalled in her affidavit:
By the December 9, 1999 meeting of the Steering Committee, I had a
proposal from Oracle based on a figure of $11.3 million, and I presented
a comparison of the costs that would result from two scenarios, both of
which had to be put in place by December 31, 1999: supplementing the
existing need for 6300 run-time licenses by adding 2000 enterprise (network) licenses to satisfy the Y2K needs of priority one business cases
(cost: $13.1 million), or acquiring 10,000 enterprise (network) licenses
(cost: $11.3 million). . . .
I made notes and prepared spreadsheets that I used in my presentation to the Y2K Steering Committee on December 9, 1999, but I do not
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believe that those documents have been produced or entered into the
Inquiry database.

The proposal Ms. Viinamae mentioned was the third from Oracle, and
again forecast the City’s Oracle licence needs for the next five years. These
1999 projections were remarkably similar to the first two, particularly the
pre-amalgamation one from 1997.
The matter of the Oracle licences had vanished from the minutes of
the Y2K Steering Committee after the October 7 meeting but reappeared in the minutes of its December 9 meeting, where it was lumped
in with these points under the subheading “The Y2K Pressure on
Operations”:
•
•
•
•
•
•
•

The Project included the acquisition and first year maintenance.
Subsequent years will be covered under operating.
Legalise software usage will save the City from future lawsuits.
Oracle enterprise Licence Agreement
System management software
TNG software to inventory assets for reconciliation with MFP
Contact Frank Spizarsky re disposal of PCs. Provide Council report
reference.
Under the Y2K Project, Oracle will save money, 6 million, legalize
and save ourselves from future suit.

There was nothing in the minutes from the December 9 meeting to
show that Ms. Viinamae was actually given authority to negotiate with
Oracle to acquire 10,000 enterprise licences.
On New Year’s Eve 1999, City Hall was a hive of activity. The final
countdown to Y2K had begun. Although the City was confident that it had
taken all necessary steps, no one knew what would happen at midnight.
Instead of getting ready for parties, senior staff cancelled their vacations and
were standing by, under a ticking clock. There was no time for interoffice
mail. Lana Viinamae and Jim Andrew walked the Delegated Approval Form
to Mike Garrett’s office. The document they showed him said nothing
about new licences. It looked routine—a consolidation of existing licences
previously obtained from third parties—and he saw that it had already been
signed by Jim Andrew and Wanda Liczyk. He signed it, the contract was
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signed the same day, and the acquisition of 10,000 Oracle enterprise
licences was a done deal.
According to Ms. Viinamae, the Y2K Steering Committee had approved
the deal at a meeting the day before. Both Mr. Andrew and Ms. Liczyk
denied being at that meeting, but the minutes say they were there.
Committee chair Councillor Dick O’Brien was certainly not there. There
was no sign of the approval in the minutes, but the minutes of the January
6, 2000, meeting seemed to fix that:
The minutes were approved with the following addition:
The Steering Committee approved the leasing of the Oracle enterprise Licences for 5 years at a cost of $11,000,000.

Line Marks, who took the December 30 minutes, said she had simply
missed the point in both her handwritten and typed notes, hence the need
for the correction in the January minutes.
What really happened at that December 30 meeting is obviously critical.
Both Ms. Viinamae and Ms. Marks insisted that the list of attendees, which
showed that Mr. Andrew and Ms. Liczyk were present, was accurate. Mr.
Andrew and Ms. Liczyk were equally adamant that they were not there—or
if they were, they didn’t approve the transaction at that time. Ms. Liczyk
speculated that Ms. Viinamae assumed she had “tacit approval” and
stretched that into authority to carry on with the deal.
I do not accept that Mr. Andrew and Ms. Liczyk were not at the
December 30 meeting, or that they didn’t approve the acquisition. Without
their presence, there would have been no quorum, especially as Councillor
O’Brien was not there. No decisions could have been taken at all. Mr.
Andrew produced mileage documents, apparently in the hope of showing
that he was not at Metro Hall that day. They showed the opposite. As well,
there were checkmarks and handwritten notes on his copy of the agenda.
Ms. Liczyk insisted that an $11 million transaction would have been so significant that she would have vivid recollection of whether she approved it,
and she had no such recollection. Further, she said, even if she had been
there, she wouldn’t have approved a transaction of this magnitude without
seeing more documentation and having a full discussion about it.
Nevertheless, she signed the special Y2K Delegated Approval Form based
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on the same information—or lack of it. Ms. Viinamae told her the next day
that the Y2K Steering Committee had approved the deal, she said, so she
signed it. Ms. Liczyk was notorious for being a hands-on manager. It seems
uncharacteristic of her to accept unquestioningly Ms Viinamae’s word for
it, especially given her testimony about the magnitude of the transaction.
In any case, Mr. Andrew and Ms. Liczyk were definitely at the January 6
meeting where the December 30 minutes were read and corrected. If the list
of attendees was wrong, or the Oracle transaction had not been approved
at the meeting, they could have spoken up then, or when they saw the
January 6 minutes.

C. W HERE WAS

THE

B USINESS C ASE ?

There was no bylaw or policy requiring a business case for every purchase, but
it was the norm at the City. The person or department with a business need
prepared the business case, which explained the need and analyzed options
that might fill it. Typically, it included financial analysis of those options.
However, detailed business cases were mandatory for priority requests to the
Y2K Project, of which Ms. Viinamae was the Director. Without them, even
small projects—considerably smaller than $11 million—were rejected. Ms.
Viinamae considered the Oracle licences a Year 2000 matter, so it would be
expected that she would follow her own department’s protocol. Both Mr.
Andrew and Ms. Liczyk said they assumed she had.
She didn’t prepare a business case. If she had, she might have considered how
many licences the City had, who used the software, who needed it, who was
likely to need it in the future, and what kind of technical support was needed.
She might have shown how it might be financed, including the leasing option.
That would have been time-consuming. The City would have had to do
an inventory of its existing Oracle licences (something it didn’t start doing
until 2002, years after the licences had been leased) and estimate its future
needs. Administrative tasks like taking inventory or forecasting were more
difficult in the wake of amalgamation. Nevertheless, the difficulty of a task
does not justify leaving it completely undone.
With so much of the taxpayers’ money at stake, Ms. Viinamae’s rough
calculations of the City’s current needs (starting with one Oracle licence for
each City computer and subtracting numbers apparently pulled out of a
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hat) show a lack of the most basic due diligence on behalf of the City. An
inventory would have been time-consuming but necessary.
Ms. Viinamae relied solely on Oracle’s projections of the City’s future
licence needs. She accepted, holus bolus, the projections of a self-interested
third party. Oracle is in business to make money, and there is nothing
wrong with that. Naturally, it is in its interest to sell more licences rather
than fewer, and more expensive ones rather than cheaper alternatives. It is
the customer’s responsibility to weigh the sales pitch against known needs
and budgets. The customer in this case, the City, failed to do that. It was
reasonable to consider Oracle’s information, but it was Ms. Viinamae’s job
to verify its accuracy. Again, it would have been time-consuming but necessary. And, despite her assertion to the contrary, there was no crisis at hand
demanding expediency.
Without that business case, it was virtually impossible to evaluate
whether the Oracle acquisition made business sense. What alternatives did
the City have to meet its needs? How much would they have cost? What
were the financing options? Answers to these questions would have alerted
Ms. Viinamae to other necessities, such as hearing from the users of the software about their needs and making sure they understood how the new
licences would affect them. She didn’t ask any of those questions and didn’t
do any analysis. That falls well below the standards expected of someone in
her senior position.
The responsibility for sidestepping the business case rests with Ms.
Viinamae, but one would also have expected Mr. Andrew and Ms. Liczyk
to take an $11 million commitment seriously. If they assumed she had written a business case or was following proper Y2K protocols, why did they not
ask to see the business case or the supporting documents?

D. M ISUSE

OF THE

Y2K D ELEGATED

AUTHORITY
The Y2K Delegated Authority, and the accompanying Delegated Approval
Form, was a special mechanism created to allow fast approval of urgent,
Year-2000-related projects. It was not designed to circumvent the usual purchasing process.
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The Oracle acquisition went through the Y2K Steering Committee, so
it might seem obvious that it was crucial to averting chaos on January 1,
2000. This was, in fact, Ms. Viinamae’s rationale. She warned that many
City employees were using unlicensed software. She said it was impossible
to be sure of the numbers because of sketchy record-keeping in the seven
municipalities. Some municipalities had not paid their maintenance fees
before amalgamation. If they didn’t fix it by December 31, and Y2K-related
failures occurred, the City would have no recourse against Oracle, she said.
Councillor Dick O’Brien, chair of the Y2K Steering Committee, remembered being concerned about that, but was unsure of the exact date.
Again, there is very little in the Steering Committee minutes or in any
other documentation to support Ms. Viinamae’s predictions of impending
doom. In fact, at the inquiry there was considerable evidence to the contrary. Stephen Wong, Director, Information and Application Services, in
the IT division, reviewed the Oracle transaction in 2002. He found nothing to support the idea that the City had to have 10,000 Oracle enterprise
licences to guarantee business as usual on January 1, 2000, nor did he find
any other Y2K rationale for acquiring them. Larry Griffith, the Account
Manager from Oracle who dealt with Lana Viinamae at the time, said that
Oracle was not aware of any licence non-compliance at the City, nor was
Oracle taking any steps to audit the City for such possible non-compliance.
He also said that the City’s existing licences had maintenance agreements in
place, so the City already had access to the latest versions of the Oracle software, which included all upgrades, patches, and software “bug” fixes as they
were developed by Oracle. Oracle had also told its customers, including the
City, which versions of its software were certified Y2K-compliant.
Wanda Liczyk, Brendan Power, Stephen Wong, and Larry Griffith all said
they didn’t share Ms. Viinamae’s view that Oracle acquisition was a Y2K issue.
Indeed, the Y2K Delegated Approval Form showed the Oracle deal as “a consolidation of licences that were previously held by third party vendors.” There
was no mention of the use of unlicensed software, or the need for more technical support by December 31, or any other Y2K-related rationale.
Unlicensed use of software is a serious matter. If Ms. Viinamae believed
that the acquisition was needed because of it, one would have expected a
detailed discussion of the issue to show up in the minutes of the Y2K
Steering Committee meetings—and in a business case, had there been one.
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If it was true that the City was using non-Y2K-compliant Oracle software,
one would have expected that to be documented, too. Even if 2,000 new
Oracle licences were a genuine Y2K-related need, not all 10,000 enterprise
licences fell into that category. Approval should not have been fast-tracked
through the Y2K Steering Committee. It follows that the acquisition should
not have been approved under the Y2K Delegated Authority.

E. N O C OMPETITIVE P ROCESS
There was no competitive process for this acquisition. Many business applications at the City of Toronto use relational database software, but Oracle
is not the only supplier. One would have expected Ms. Viinamae, as an
experienced IT professional, to consider competitive products. She had
options available to help her do that, such as a Request for Information
(RFI) or an RFP. At a minimum, if Ms. Viinamae believed that Oracle was
the only supplier that made sense for the City of Toronto, there should have
been clear documentation rationalizing why Oracle was to be the solesource supplier.

F. L ACK

OF

B ASIC I NFORMATION

Upgrading to enterprise licences was a big change, with implications for
database administrators across the City. Ms. Viinamae or her delegate
should have talked to them, and to senior IT staff, both before and after the
Oracle acquisition. Michael Franey, then Acting Director, Computer
Operations and Telecommunication Services, knew only that Oracle was
promoting a licence deal for the City, but he didn’t know any details.
Stephen Wong, another Director in IT, knew nothing of the Oracle acquisition until it was a fait accompli.
Lana Viinamae should have asked database administrators to help
develop an inventory of existing Oracle licences and an estimate of usage.
No such inventory was done. Mr. Franey carried out the first analysis of
Oracle use in early 2002, more than two years after the acquisition.
Without the inventory, how could Ms. Viinamae figure out whether the
acquisition made sense? Without talking to the database administrators,
how could she predict the impact on existing systems?
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An inventory before the acquisition would also have avoided more mistakes after it. Without it, some of the implications of the upgrade fell
through the cracks. For example, the City went on paying SAP for technical support for the defunct Oracle run-time licences while at the same time
also paying Oracle for the enterprise licences. A little communication would
have prevented that. The inventory would have shown who was using the
Oracle software and thus who should be asked about it.

G. L AWYERS ’ C ONCERNS I GNORED
Neither the City’s lawyers nor external counsel really looked at the deal. They
were not given a chance to do so. Neither Brian Loreto, the City’s lawyer, nor
Mark Fecenko, the external counsel, saw the final copy before it was signed.
Once again, the City had left it to a consultant, Brendan Power, to protect its interests. Mr. Power negotiated with Oracle on behalf of the City.
Shortly before the contract was to be signed, he started asking for legal
advice on the terms, leaving the lawyers little time to respond—and virtually ignoring them when they did. He didn’t reveal the full scope of the deal
to either Mr. Fecenko or Mr. Loreto. He didn’t ask either of them whether
he needed approval from Council. When Mr. Loreto asked him about that,
he didn’t get an answer. Several of Mr. Fecenko’s concerns were still up in
the air when time ran out.
Months earlier, when Mr. Power negotiated the MFP master lease agreement, he had treated the advice of legal counsel as mere “legal scrubbing,”
apparently not something to be taken seriously. He applied the same philosophy when it came to the necessity for legal review of the Oracle
contract. Mr. Power treated legal advice as a formality rather than as an
opportunity to get good advice. He ignored questions from both lawyers,
which is especially troubling considering the dubiousness of the approval.

H. W HY P UT E NTERPRISE L ICENCES AND
M AINTENANCE C ONTRACTS ON L EASE ?
The full cost of the 10,000 Oracle enterprise licences, along with maximum
support fees for five years, a total of $11,336,651, was put on lease with
MFP. Why? It made no sense to do that. A lease composed only of software
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is unusual, since software has no residual value at the end of the lease.
Compounding that by putting maintenance contracts on lease makes even
less sense. By placing the entire Oracle acquisition on lease, Ms. Viinamae
committed the City to making payments for maintenance and support
before the payments were actually due, thereby increasing the cost of these
services. Support was billed annually, one year in advance, not payable
upfront for five years. The City made quarterly payments on five years of
support, even though Oracle billed, and MFP paid, only a fifth of that at
the beginning of each year.
So why did she do it? Did MFP encourage or suggest it? Not at all. It
had nothing to do with the City’s decision to place the Oracle acquisition
on lease. MFP simply received a request from the City to place the Oracle
software on lease after the City had already made its arrangements with
Oracle. So MFP did what the City wanted. And by doing so, MFP was
able to obtain the City’s money upfront, reinvest it, and make almost
$600,000 on this simple transaction—all because Lana Viinamae didn’t
know what she was doing. Not until the start of the inquiry did she understand that the City wouldn’t have had to pay the entire amount of the
Oracle contract upfront. Presumably, she never knew that not only did
Oracle not have a contractual entitlement to the entire support payment
upfront, it couldn’t even process the payments until the year in which they
became due.
According to Ms. Viinamae, leasing the Oracle software and technical
support came up at a meeting of Finance and IT representatives on
September 22, 1999. She also claimed that the Y2K Steering Committee
knew all along that the Oracle software would be leased through MFP. Both
Ms. Liczyk and Mr. Andrew denied this. Mr. Power said that he had nothing to do with the decision to put it on lease. He did know that the City
wouldn’t have had to pay for five years of technical support upfront, but he
didn’t point that out to anyone. Even if leasing was discussed in September
1999, by her own admission, Ms. Viinamae didn’t understand the financial
implications.
The arbitrary decision to lease, without considering the implications, let
alone the alternatives, happened because Ms. Viinamae didn’t understand
the consequences. In her hurried approach to the entire Oracle transaction,
she cost the City money. At a stretch, putting the software on lease, though
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questionable, might have seemed an easy way to finance a large acquisition.
But leasing the technical support made no financial sense whatsoever. The
City had gained a small advantage because Ms. Viinamae commendably
negotiated a cap on support fee increases, but it lost even that advantage by
leasing. The fees were not fixed and could have been lower than the amount
put on lease.

I. AT

THE

E ND

D AY, WAS I T M ONEY
S PENT ?

OF THE

W ELL

Maybe Lana Viinamae really did believe she was getting a good deal for the
City. She said she thought she was getting thousands of upgrades and all the
new software the City needed for less than the cost of the new licences
alone. She based that on fuzzy logic. She plowed ahead with getting it done,
without doing the math, without asking anyone who knew more than she
did about financing, and without even the minimum standard of documentation. She got it approved, though. No one who signed his or her name to
a commitment of $11 million of City money said, “Let me see the business
case.”
The end does not justify the means, but were those 10,000 Oracle enterprise licences put to good use?
The big advantage of an enterprise licence is that the user can access any
Oracle database. The more applications a user needs, the more cost-effective the enterprise licence. After duplicate names were eliminated, the most
up-to-date Oracle analysis (May 2003) showed 5,972 users at the City. The
vast majority of those used only one Oracle-based application, and only a
handful used four or five. In hindsight, it is not at all certain that the City
needed 10,000 enterprise licences. Without a paper trail, however, and
more analysis now, it is impossible to be sure.
One thing is sure, though. This is no way to go about spending the taxpayers’ money: flimsy documentation, more guesswork than real evaluation,
no competent financial analysis, minimal scrutiny, flouting procedures,
seeking legal advice perfunctorily and then ignoring the lawyers’ concerns,
relying on outside consultants to protect the City’s interests, and keeping
the stakeholders in the dark.

XVIII. T HE B ALL H SU
S TORIES

A. T HE D ISAPPEARANCE

OF

B ALL H SU

IT HAPPENED WITHOUT WARNING. At first, Ball Hsu and his company were fully
engaged with the inquiry. They were named in the terms of reference, which
means I had been directed by the City to specifically inquire into their activities. Since both Ball Hsu and his company applied for standing to formally
participate, I assumed he wished to be involved from beginning to end. But
then he changed lawyers. And soon afterward, a letter arrived from his new
lawyer. She couldn’t get in touch with her client. He was in China and his intentions were unknown. She wanted to be taken off the record as his counsel.
Inquiry investigators tried everything to get in touch with Mr. Hsu. His
daughter, Ying Hsu, answered the door at Mr. Hsu’s opulent Toronto-area
home. She was overtly hostile and slammed the door on the investigators.
Ball Hsu’s Toronto business address, covertly observed on many occasions
after he disappeared, seemed to have been abandoned.
Every once in a while, word came to the inquiry, always through third
parties, that Ball Hsu was indeed in China and had called in from there. He
was apparently pursuing vaguely described business interests there. But
nobody who spoke to him ever got his telephone number.
Nevertheless, investigators served a summons requiring him to attend
the inquiry. They served it everywhere they could think of where it might
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eventually reach his hands. The summons was worded as both carrot and
stick. We offered to do everything possible to accommodate his attendance
if he had moved out of the jurisdiction, but at the same time, we let him
know that negative inferences might be drawn if he didn’t participate. There
was no response at all. The powers of a municipal public inquiry gave me
no means to compel him to return from wherever he was. Ball Hsu was
gone, and he hadn’t even said goodbye to his friends.

B. A F OOT

D OOR , AND A
TO K EEP I T T HERE

IN THE

R ESOURCEFUL WAY

In the five years before he left Toronto, Ball Hsu’s consulting empire grossed
about $37 million. But he started small.
In the late 1980s, Lana Viinamae was about to go on maternity leave.
She was a young first-time mother-to-be, working in IT at an insurance
company, and she needed someone to replace her during her maternity
leave. Ball Hsu was then an IT consultant, working on his own, and he
stepped in to fill her shoes. He stayed on after Ms. Viinamae returned, and
the two became acquainted.
By 1991, Lana Viinamae had embarked on the career in City government that would take her all the way to the post of Director of the Y2K
Project Management Office. She was now working for the Municipality of
Metropolitan Toronto, and her third child was on the way. Her boss, Jim
Andrew, asked if she knew anyone who could fill in for her while she was
on maternity leave. She did. Ball Hsu was still working on his own, catching consulting jobs as they came along, and he filled in for her again. Ball
Hsu had his foot in the door with the municipality.
In about 1995, Metropolitan Toronto Council decided it was no longer
wise to deal with individual consultants. It wanted consulting services only
from larger entities and set a guideline requiring bidders on IT consulting
contracts to have minimum annual revenues of $1 million. When the new
guideline came into effect, there were many individual contractors working
for Metro who were not billing anywhere near a million a year, and they all
stood to lose their jobs. Ball Hsu was one of them, but he was resourceful.
He united the individual contractors under the umbrella of Ball Hsu and
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Associates, a company he had incorporated years earlier. Together, the contractors had enough revenue to pass the $1 million threshold and bid for
future Metro business.

C. A M YSTERIOUS U PGRADE
B-L IST TO A-L IST

FROM

A big contract wasn’t long in coming. In 1996, Metro issued a major RFP
for IT consulting services to cover 1997, 1998, and 1999. The objective was
to create a shortlist of preferred suppliers so that Metro wouldn’t need to go
to the open market every time it needed a consultant or two. The RFP made
it clear that if a consulting company wasn’t on the list at the end of the competition, it couldn’t get Metro work.
When the dust settled at the end of the competition in late 1996, there
was an “A-list” and a “B-list” of winners. The 10 winners on the A-list
would enter into three-year umbrella contracts covering all of 1997, 1998,
and 1999. For those three years, they would be eligible to bid on all Metro
IT consulting work, with no limit on the number of contracts they could
win. Metro was supposed to give all 10 of them the chance to bid on every
single IT consulting job that came up.
The 14 names on the B-list were consultants with ongoing work with
Metro at the time of the competition that didn’t make the A-list. Their work
had to be completed, and it made no sense to transfer partly finished jobs
to new A-list consultants. The B-list companies had specific dollar amounts
attached to their names. They had to finish their ongoing jobs in 1997 and
bill only up to the dollar amount beside their names.
Ball Hsu didn’t make it onto the A-list, but he was on the B-list. He and
his recently formed group of consultants therefore had to finish their Metro
work in 1997, and only up to a maximum of $500,000. Things looked
bleak for Ball Hsu, but then something extraordinary happened.
The Metro staff report that set out the A-list and B-list winners of the
1996 RFP had to go to Metro Council for approval. That happened in midJanuary 1997. The report was approved without any amendments. For all
practical purposes, the A-list and B-list names were carved in stone. Yet on
the very same day, Ball Hsu entered into a three-year umbrella agreement
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with Metro, with no limits. From B-list status, he had somehow graduated
to the A-list, and he was not the only one to do so.
Metro Council didn’t approve any three-year deals with B-list consulting
companies, yet Metro’s three-year contract with Ball Hsu certainly exists. It
was signed by the Metropolitan Clerk and the Metropolitan Treasurer, and
it was approved as to form by the Metropolitan Solicitor. But all those formalities don’t add up to Council’s authority to enter into the contract.
There was great confusion about how this could have happened, but no evidence to explain it.
By this time, Jim Andrew had become friendly with Ball Hsu in a professional way. It was Jim Andrew who had prepared and submitted the A-list
and B-list report to Metro Council. Yet he seems to have assumed that certain B-list consultants had in some unexplained way become A-list
companies, because, from that time forward, to both his superiors and subordinates, he held out Ball Hsu’s company and other B-list companies as
A-list consultants. After amalgamation on January 1, 1998, Metro’s threeyear agreements with these consultants, including Ball Hsu, continued into
the new City uninterrupted.
Then came Y2K. Companies and organizations were spending hefty
amounts of money to upgrade their computer systems in time to meet the
unforgiving Y2K deadline. It was an IT consultant’s gold mine. At that
point, consultants were in demand, swamped with work, and commanding
top dollar. The City had a $150 million Y2K budget and many computer
systems needing urgent attention. Having mysteriously become an A-list
supplier of IT consulting services just in time for Y2K, Ball Hsu was now
poised to vault into a much higher income bracket.

D. J IM A NDREW N EGLECTS AN
O PPORTUNITY TO S ET THE R ECORD
S TRAIGHT
In the fall of 1999, Jim Andrew was given an assignment. Mike Garrett, the
City’s CAO, asked Mr. Andrew to gather information about a number of
consulting companies, including Ball Hsu and Associates. Among other
things, Mr. Garrett wanted to know how much these companies were
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billing the City and the source of their authority to bill. It was a straightforward request for information that any responsible senior manager would
want to know.
Mr. Garrett’s query ought to have sent Mr. Andrew back to his fall 1996
report, approved by the old Metro Council in 1997. That was the one that
put Ball Hsu on the B-list, not the A-list where he had been flourishing ever
since. It would have been a dereliction of duty not to refer back to that
report, and Mr. Andrew agreed that it was a “reasonable assumption” that
he did so. Yet Mr. Andrew’s answer to Mike Garrett was this:
The consultants were tendered and approved for three years by the former
Metro in 1997.

That was not true.
Mike Garrett had also asked Mr. Andrew how much Ball Hsu and the
other contractors were budgeted to bill. The number beside Ball Hsu’s name
in the 1996 report was $500,000. Yet in his answer to Mike Garrett, Jim
Andrew said it was $800,000. That was likewise not true, but it was also a
huge understatement. By 1999, when Mr. Andrew prepared his answer to
Mr. Garrett, Ball Hsu was billing millions.
Was Jim Andrew lying to help Ball Hsu? I suspect it was simply inattention and indifference to accuracy on his part. He suggested that his assistant
might have helped him with the numbers, implying that she got them
wrong. In any case, Jim Andrew had neglected an opportunity to set the
record straight and get the proper approvals. He also assured Ball Hsu’s multimillion-dollar income.

E. W HY

THE

M ILLIONS F LOWED
B ALL H SU

TO

The great Y2K demand for IT consulting services was not the only factor in
Ball Hsu’s fortune. There were six other things happening inside the City
that contributed to his ballooning income.
First, there was a hiring freeze. The new City’s first Mayor, Mel Lastman,
had promised three years with no tax increase. Hiring permanent staff was
one of the first casualties in the battle to tighten the City’s belt. But the
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essential work still had to get done, especially in the lead-up to Y2K, and
consultants were paid from a different budget envelope.
Using consultants to circumvent a hiring freeze is a common way of
working around political aims while still getting the work done. Politicians
who champion cutbacks, hiring freezes, and other belt-tightening measures
are applauded in some circles for their fiscal restraint and for streamlining
bloated government. But the savings are illusory if consultants are filling in
the gaps over the long term, performing essential duties otherwise performed by permanent staff.
Consultants cost more per unit of time than permanent staff do. The
economic advantage of consultants is in their short-term use. They can be
brought in as needed and it makes sense to engage them for short-term projects rather than hiring an employee where the need might be temporary.
But when consultants stay on, performing ongoing necessary functions
rather than working on short-term projects, the savings generated by a hiring freeze evaporate. That is what happened in the City of Toronto.
Politicians imposed a money-saving hiring freeze, and meanwhile, in some
quarters, the City was quietly spending more money than it would have
spent without the freeze to get the same job done. For example, many of the
consultants Ball Hsu supplied to the City were computer help-desk workers, doing exactly the same work as help-desk workers who were City
employees. Large organizations will always need help-desk staff. It is not a
short-term need and it won’t go away. It was money poorly spent to put the
more expensive consultants in these open-ended positions rather than permanent employees. From the taxpayers’ perspective, it was money out the
window. And it made Ball Hsu a very rich man.
Second, amalgamation came with the operating imperative that staff
numbers would go down as a result of merging seven governments into one.
Yet at the same time, amalgamation brought IT-related challenges that
called for additional expertise. These two factors combined created demand
for still more IT consultants.
Third, a consultant could be brought on board quickly compared with
a permanent employee. Taslim Jiwa, the bright and articulate Director of IT
Productivity and Support Services, explained that she could get a contractor on site in two to three weeks. By contrast, even if the budget for a
permanent position was already in place, the hiring process would take
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three to four months. And if a budget had to be allocated first, the whole
process would take six to eight months. In those circumstances, it is not surprising that managers would meet their departmental needs with
consultants wherever possible. Ms. Jiwa told us that the situation has
changed dramatically in recent years, beginning in 2001. By the end of that
year, there were no consultants working in her department, and there were
none at the time she testified.
Fourth, consultants brought in for the short term could, if they were
smart, readily assess the landscape. Given the managerial preference for hiring contractors, they could position themselves for the next short-term job
before their current ones ended. Ball Hsu was certainly able to do so. He
and his company were a continuous presence at Metro and then at the City,
from 1992 until his abrupt departure in 2003. Short-term job after shortterm job was strung seamlessly together over more than a decade. It was
thus contractual truth but practical fiction that Ball Hsu or his consultants
were there for a single, short-term project for which it was not economical
to hire permanent staff.
Managers were often complicit in the strategy of keeping contractors on
in an uninterrupted flow of short-term jobs because they benefited from
having workers with corporate memory. The concept of sole-sourcing,
retaining a contractor without another competition because of the contractor’s institutional knowledge, allowed the manager to say the individual was
irreplaceable. Lana Viinamae confirmed that “once a contractor was in,
wherever they were from, they were in—unless the quality of their work was
lacking or there simply was not a need for work any more.” And Ball Hsu’s
people were good, so they stayed.
Fifth, there were systemic errors. Immediately following amalgamation,
approval procedures were complicated by the various routines followed by
the seven former municipalities. Some managers just threw up their hands
and ignored procedure completely. Lana Viinamae called it a “wartime
mentality” that valued results over following time-consuming approval
procedures. She suggested that this mentality radiated from her superiors.
For her, that was Jim Andrew. Consultants signed contracts with carefully
written limits on what they were allowed to bill, but as time went by, no
one seemed to be keeping track of the actual amounts billed compared
with the contractual limit. For example, in 2000 alone, Toronto had
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authorized $2.1 million in purchase orders for Ball Hsu, but he billed the
City $10 million, or almost five times as much. There is no question that
his contractors performed the work for which he billed, but the failure to
properly track these expenditures is startling.
What is even more startling is the sixth factor contributing to Ball Hsu’s
success. Back in 1996, when Jim Andrew drafted the report to Metro
Council on hiring IT contractors, he had appended a detailed hiring procedure designed to ensure competitiveness. For example, the guideline
stipulated that all 10 A-list suppliers had to be given the chance to bid on
every job. A memo had been sent to all Metro department heads. This procedure, approved by Metro Council when it passed the report in 1997, was
supposed to have carried over into the amalgamated City of Toronto. Taslim
Jiwa, who reported to Jim Andrew, routinely asked him about hiring contractors, yet he didn’t tell her about that procedure, which he had written
himself. Whenever she needed to hire a contractor, and she needed many,
she would speak to Jim Andrew about the requirement. Mr. Andrew would
then tell her to speak to Andy Lok, who would get her the contractor. As
far as she knew, that was the procedure.
When Taslim Jiwa spoke to Andy Lok about hiring, the contractor
would invariably come from Ball Hsu and Associates. Why? Because Andy
Lok was himself a Ball Hsu contractor. And, although he tried to distance
himself from Ball Hsu at the inquiry, the evidence suggests Mr. Lok was
involved at least to some degree in overseeing the other Ball Hsu contractors at the City. Thus, the person directly conducting the City’s hiring of
Taslim Jiwa’s contractors was a contractor from a company that was not
even supposed to be bidding.
In sum, there was no competitive process used to acquire contractors in
1998 through 2000, and there was no coherent or effective contract management in place with respect to workers for Ball Hsu and Associates Inc. No
one monitored whether the standard forms had any basis in what Council
had actually approved. It was as if the standard form carried within it its own
spending authority. Meanwhile, as the person in charge, Jim Andrew demonstrated indifference to accuracy. So Ball Hsu wormed his way into the City
at a time when the apple was at its ripest and juiciest. His personnel became
an extension of the City’s work force. The City is very lucky indeed that the
contractors he provided did unquestionably good work.
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F. A NOTHER O PPORTUNITY TO S ET
THE R ECORD S TRAIGHT
The three-year deals Metro signed with the IT consultants in 1997 carried
over into the new City and were supposed to expire in 1999, but Y2K intervened and extended Ball Hsu’s highly profitable tenure. Y2K posed
immense challenges for Toronto that required extraordinary responses in an
almost impossibly short time. The City was behind in getting ready for Y2K
because of all the disruption of amalgamation, so it had a lot of ground to
make up in a big hurry. In the pressure-packed push to prepare for Y2K, one
of the City’s responses was to delegate from City Council down to senior
staff the power to enter into and extend contracts for Y2K-related services.
Instead of seeking Council approval for Y2K contracts, staff had to fill out
the special Year 2000 Delegated Approval Form and obtain the required signatures.
By 1999, Ball Hsu was a formidable presence inside the City, billing millions per year. He had no difficulty negotiating a Y2K contract extension
with staff. The new contract was to run from September 1999 to the end of
2000, with an option to extend for an additional year. In the Year 2000
Delegated Approval Form dealing with Ball Hsu, the following recital
appeared:
[Ball Hsu and Associates] had a contract with Corporate Services of the
former Metro (reference Council Corporate Admin. Committee Report
#1, January 15, 1997. . . .

To anyone signing off on a Year 2000 Delegated Approval Form, those
words would look reassuring. Ball Hsu and Associates had a valid and continuing contract with the old Municipality of Metro Toronto, and its
consultants were now doing Y2K work that was both good and necessary,
so extending the old Metro contract made perfect sense. The problem, of
course, was that those words were misleading. The January 1997 report
referred to is the one that put Ball Hsu on the B-list only, with very limited
contractual rights lasting only until the end of 1997. All the work his consultants did beyond that was unauthorized. No doubt it was good work,
and it was necessary, but all of it was unauthorized. The Year 2000
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Delegated Approval went up the approval chain, building a contract extension for Ball Hsu upon a foundation that didn’t exist.

G. B ALL H SU O FFICIALLY M AKES THE
P REFERRED S UPPLIERS ’ L IST —T WICE ?
The City of Toronto made it through Y2K without catastrophe, and on
June 30, 2001, Ball Hsu’s Y2K contract extension expired. It was finally
time for Ball Hsu to bid anew on any further City business. After years on
the inside track at the City, the outcome of Ball Hsu’s bid was never seriously in doubt. But what was interesting was how Ball Hsu won new
business. Not content to win it just once, he won it twice.
In the spring of 2001, the City issued an “Invitation to Pre-Qualify” to
IT consulting companies. This was much like the 1996 process at Metro
that led to the A-list and B-list of winners. The City’s aim was to generate
a shortlist of preferred suppliers of IT consulting services, so that each time
the City needed an IT consultant, they could be reasonably certain of finding a reliable one easily.
Among the 23 winners of the City’s 2001 Invitation to Pre-Qualify was,
to no one’s surprise, Ball Hsu and Associates. New to the list of winners was
another company called Andall Technologies Corporation. Whatever the
corporate structure of Andall, the company was so closely connected with
Ball Hsu and Associates that the consultants who worked through them
viewed the two companies as one and the same.
In mid-2001, both Ball Hsu and Associates and Andall were duly signed
up by the City as preferred suppliers of IT consulting services until June
2003. Both companies supplied contractors to the City during this time.
Some of Ball Hsu’s individual contractors were signed up with both companies and would send their bills sometimes to one and sometimes to the
other, changing whom they billed at Ball Hsu’s direction and for no reason
apparent to them. One such contractor testified that he would be asked to
bill his services to Ball Hsu and Associates but would later be asked to
change it to Andall. All of this gave the impression that the City’s preferred
supplier list provided less variety than the Invitation to Pre-Qualify
intended.
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H. A N IT C ONSULTANT ’ S N ON -C OMPUTER
N ETWORKING
Is success a function of whom you know or of what you deliver? Ball Hsu
paid attention to both. While his contractors all over the City were busy
delivering quality services, Ball Hsu himself was also busy cultivating strategic relationships.
On one occasion, City IT staff had a morale-building lunch at a downtown restaurant. The bill was hundreds of dollars, and Ball Hsu picked up
the tab. This was highly unusual, and Lana Viinamae did eventually submit
the receipt so that Ball Hsu was reimbursed. But the gesture of paying the
City’s bill for an event he was not hosting and that really had nothing to do
with him sends a signal about how deeply entrenched inside City government Ball Hsu had become.
On another occasion, Ball Hsu was in Jim Andrew’s office and overheard
Jim Andrew’s end of a conversation with another City employee who was
looking for sponsors for her son’s hockey team. Ball Hsu immediately volunteered. The sum of money was small, but it was another revealing gesture.
Ball Hsu paid attention to keeping his customers happy in ways that
extended beyond the services he offered.
Not surprisingly, given all the years they had been working in the same
field for the same City, Ball Hsu was friendly with Jim Andrew. One episode
speaks to how much attention Mr. Hsu paid to being in the right place at
the right time.
In 1993, Jim Andrew travelled to China and to Hong Kong on business.
Throughout his time at both Metro and the amalgamated City, Ball Hsu
was known to leave Canada regularly for extended periods, sometimes for
months at a time. Jim Andrew recalled that before he left for China in May
1993, Ball Hsu met him at his office and informed him that he would be
in Shanghai at about the same time. He arranged to meet at Mr. Andrew’s
hotel and they went together for breakfast. Later in the year, Mr. Andrew
was invited to speak at a conference in Hong Kong. While there, he had
occasion to see Mr. Hsu several times, including for dinner.
Ball Hsu also turned his attention to the political side of government.
One person worthy of his attention was Tom Jakobek, widely considered
the most powerful councillor at the City at the time. Ball Hsu got to know
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Mr. Jakobek quite well over the years. It paid off. When Ball Hsu needed
help at the City, it was convenient to know Councillor Jakobek. Post-amalgamation Toronto was notoriously slow in paying bills. Communications
went out from Tom Jakobek’s office inquiring into the status of Ball Hsu’s
overdue accounts.
The connection between Mr. Jakobek and Mr. Hsu extended to Mr.
Hsu’s immediate family as well. Mr. Hsu’s daughter Ying Hsu volunteered
at Mr. Jakobek’s office one summer.
Tom Jakobek and Mr. Hsu got together socially as well. On an occasion
reminiscent of Jim Andrew’s visits to the Far East in the early 1990s, Tom
Jakobek met up with Ball Hsu when he travelled to China in 2000. Again,
Mr. Hsu was paying very close attention to being in the right place at the
right time, meeting Tom Jakobek halfway around the world.
Ball Hsu, Tom Jakobek, and Jim Andrew had lunch together at least
once, and on one occasion met to discuss software that could help assess
voting patterns. When Tom Jakobek switched careers, moving from City
politics to a managerial role at the Toronto East General Hospital, he asked
both Ball Hsu and Jim Andrew to look into the hospital’s IT environment
for him. The three of them were on familiar terms, and the various e-mails
they exchanged were addressed to “Jim,” “Tom,” and “Ball.”
Tom Jakobek was not the only politician Ball Hsu cultivated. He
attended fundraisers for a number of other politicians, and his daughter Kay
Hsu worked as an assistant in Councillor Judy Sgro’s office, moving to
Ottawa when Ms. Sgro’s political path led her to the federal arena.
Ball Hsu’s connections with the municipal political scene and, of course,
his wealth made him someone Jeff Lyons, the rainmaker, wanted to know.

I. B ALL H SU AND J EFF LYONS TALK
ABOUT F INANCE AND P OLITICS , AND
F INANCING P OLITICS
Ball Hsu first met Jeff Lyons in early 2000, when Mr. Lyons approached
him about buying tickets to his annual “Brother Jeff ” charity golf tournament. Introduced by a client of Mr. Lyons’s who also knew Mr. Hsu, the
two found they shared an interest in skiing. They arranged to meet in
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Collingwood, where Mr. Hsu sometimes went to ski and where Mr. Lyons
had a chalet.
Over dinner with their wives in a Collingwood restaurant, Jeff Lyons
and Ball Hsu talked about finance and politics, and then of financing politics. Mr. Lyons asked Mr. Hsu if he was interested in donating to political
campaigns for Toronto’s municipal elections to take place the following
November. He was.
At the time, Jeff Lyons had been enjoying a long reign as the pre-eminent municipal lobbyist in Toronto. Not coincidentally, he also enjoyed a
reputation as an important fundraiser for municipal election campaigns,
demonstrating over the years that he could bring in the money. Year after
year, he would deliver letters to candidates of strategic interest, usually in
person. Enclosed with the letters were bundles of cheques that he had
solicited from donors.
The covering letters were airy and brief, full of sunny good wishes for
success. But by attaching the funds he had raised to his own letters, and
hand-delivering them, Jeff Lyons made the real message clear: “I got you
this money. And I can take it away, too.” It wasn’t typed on the page
attached to all those cheques, but the point was plainly made.
Fundraising required a steady supply of fresh donors. Jeff Lyons had
once boasted about his contact list, and his convivial dinner with Ball Hsu
on a winter evening in Collingwood meant another contact, and another
potential donor, to add to it.
Ball Hsu was receptive to the idea of donating to municipal politicians,
but there was a bit of a timing problem. He was leaving shortly for another
of his extended trips to China. In early 2000, when Ball Hsu and Jeff Lyons
first talked about political donations, the November municipal election was
nine months away. Many candidates had not yet even declared their intention to run.
Normally, Jeff Lyons would ask donors to make out cheques payable to
various candidates, each cheque for an amount equal to or under the legal
campaign donation limit. When he had a few cheques for a particular candidate, he would bundle them together and deliver them to the candidate
with his usual cheery covering letter. But this early in the election year, he
didn’t yet know the slate of candidates, so he didn’t know to whom Ball Hsu
should make his cheques payable. Mr. Lyons certainly didn’t want to let a
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fruitful source of donations like Ball Hsu slip through his fingers because of
something as trivial as timing. But Mr. Lyons was nothing if not resourceful.
Jeff Lyons was working out of a law firm at the time, although by then
he was working predominantly as a lobbyist. He suggested that Ball Hsu
make out one cheque, payable to the law firm in trust. The money could
safely sit there while Ball Hsu went off to China. Once the election campaigns were up and running, Mr. Lyons could issue cheques out of the law
firm’s trust account to the candidates on Mr. Hsu’s behalf. Jeff Lyons
thought he had the problem solved.
But another roadblock arose. The cheque arrived from Ball Hsu, but the
law firm didn’t want to deposit it. The firm didn’t want to funnel political
donations through its trust account, and Mr. Hsu was not even a client of
the firm. Time was running out. Mr. Hsu was leaving the country very
shortly, and the window of opportunity to receive his political donation
money was closing fast. Mr. Lyons turned to Sue Cross.
Sue Cross was bright, ambitious, and interested in politics. Working for
Jeff Lyons in his lobbying business, she often functioned as his eyes and ears:
attending meetings with and without him, monitoring issues at City
Council, making notes, reporting back, and following up—always under
his direction. He described her as “the alter ego.”
The same day the law firm told Jeff Lyons it wouldn’t deposit Mr. Hsu’s
cheque, he instructed Sue Cross to contact Ball Hsu and ask him to make
out a cheque for $15,000, payable to her. She was to open an account and
deposit the cheque, and Mr. Lyons would tell her how to make out cheques
for donations when the time came.
Still on the same day, Ms. Cross spoke to Natalia Hsu, Mr. Hsu’s wife,
and explained the situation. Later that day, Mr. Lyons confirmed the
arrangement in a letter to Ball Hsu asking that funds be made payable to
Sue Cross.
Everything went according to plan. After a follow-up memo to Ms. Hsu,
Sue Cross received a $15,000 cheque from the Hsus, written and signed by
Ms. Hsu, and deposited it in the account she had opened for that purpose.
Ball Hsu went on his extended trip to China. During the 2000 election
campaign, at Jeff Lyons’s direction, Ms. Cross wrote political donation
cheques to various candidates for Toronto City Council. In all, she wrote 29
cheques for a total of $13,600. She also wrote one cheque for $500 to
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another of Mr. Lyons’s assistants, Navjeet Mangat. Immediately thereafter,
Mr. Mangat donated $500 to a municipal political candidate. At the end of
the political donation season, Sue Cross had $900 of Ball Hsu’s money left
in the account.
Sue Cross spent the remaining $900 of Ball Hsu’s money on her own
legal fees when things later got sticky. In her affidavit, Ms. Cross said, “I am
prepared to return this sum to Mr. Hsu, but I do not know how to contact
him.” As we have seen, the inquiry couldn’t give her his current address.
Sue Cross wrote and signed the political donation cheques in her own
name, drawn on an account in her name. All but one of the candidates
received them at face value, as donations from Sue Cross. Out of 29
cheques, only one hinted that the money really came from Ball Hsu, with
the words “Re Ball Hsu” in Mr. Lyons’s covering letter. Nobody bothered to
collect receipts for Ball Hsu so that he could claim the partial reimbursement of these donations that the City offered. And no one told the
candidates who the real donor was so that Mr. Hsu could reap the intangible benefits of being a contributor.
Did Jeff Lyons funnel Ball Hsu’s money through Sue Cross and Navjeet
Mangat to hide Ball Hsu’s identity as the true donor? It is reasonable,
although perhaps generous, to give Mr. Lyons the benefit of the doubt on
that question. Plausibly, what he did was simply a clumsy solution to making political donations on behalf of Ball Hsu, necessary because Mr. Hsu
would be absent at the critical time. After all, Mr. Lyons did try to use the
formal trust account of his law firm first, and he turned to Ms. Cross as an
alternative only when the law firm refused. One donation was indeed identified in the covering letter as “Re: Ball Hsu,” which wouldn’t make sense if
Mr. Lyons was trying to conceal the fact that Ball Hsu was the real donor.
And Mr. Lyons did write to Ball Hsu on occasion to let him know what
donations were being made on his behalf. Perhaps most important, the
OPP investigated this transaction, decided that there was no basis for
charges under the Ontario Municipal Elections Act,7 and called what happened a mere “technical breach.”
But Mr. Lyons’s view of the Ball Hsu donations does have its problems.
Jeff Lyons was both an experienced lawyer and a veteran political operator,
7

Municipal Elections Act, 1996 S.O. 1996, c.32, s.74(1)
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and he had been managing political donations for a very long time. It
strains credulity to think he wouldn’t know that making donations under a
name other than the donor’s might run afoul of Ontario law. (Section 74 of
the Municipal Elections Act prohibits this: “A contributor shall not make a
contribution of money that does not belong to the contributor.”) One
donation of $500 was funnelled not once but twice, first through Sue Cross
and then through Navjeet Mangat.
And why use Sue Cross? As a lawyer he would know the importance of
handling a client’s funds received in trust. Yet he never told Sue Cross that
she was acting as a trustee. He never told her to open a designated trust
account, which can be done quite routinely at any bank. He never told her
to make sure the name of the real donor, Ball Hsu, appeared on every
cheque; and in 28 out of 29 donations, Ball Hsu’s name was absent. When
asked why he informed only one out of 29 candidates who got donations
from Sue Cross that it was Ball Hsu’s money, he agreed that he should have
let them know. Mr. Lyons also never made sure that Ball Hsu got a rebate
for his contributions through the City’s political donation rebate policy.
Mr. Lyons acknowledged that, like other lobbyists, he built up goodwill
for himself through donations, both those in his or his firm’s name and
those from other individuals that he would often deliver himself. Ball Hsu
disappeared around the time the inquiry started investigating his case, but
not before he gave the OPP an unsworn statement saying that he never
authorized Mr. Lyons to put these donations in any name other than Ball
Hsu and Associates Inc. When the election donation records were published, and all these donations were attributed to Sue Cross, no one in Mr.
Lyons’s office made any attempt to suggest that this was a mistake.
Then there were the lies by Jeff Lyons that would lead one to believe that
he really did have something to hide. Here is how they came to pass.
By Ontario law,8 every councillor is required to declare the amount and
source of every donation received, and these declarations are available for
public inspection. Journalists, City Hall watchers, and many others mine
this data for information: interesting leads for news stories, juicy bits of gossip, or ammunition for the next political battle. The 2000 municipal
election was no different.
8

Municipal Elections Act, 1996 S.O. 1996, c. 32, s. 69(1)
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Journalists scanning the public donation records when they were published on May 11, 2001 noticed something odd: Sue Cross, an assistant to
Jeff Lyons, had donated almost $15,000 to 29 different candidates in the
2000 municipal election. Where did she get that kind of money? Was it
really hers, or was it more than coincidence that, at the time, she was working for Toronto’s most prodigious political fundraiser?
When the story broke, Sue Cross was no longer working for Mr. Lyons.
She was executive assistant to City Councillor Jane Pitfield. When the
media came calling, Ms. Cross immediately got in touch with her old boss,
Jeff Lyons. He counselled her to lie and tell the press it was her own money.
She followed his advice, at first. Later, she went to see a lawyer and drafted
up a sworn affidavit. It took courage, but she came clean about the whole
donation arrangement.
When people started asking questions, Jeff Lyons opted to deny it. “It’s
not true,” he told the Toronto Star. “Look, she wasn’t some angel. She chose
to make some donations. That has nothing to do with me.” Why would Sue
Cross say such things? “Well, I don’t have much to do with her any more.
You can imagine.” He seemed disappointed in her, apparently, but stopped
short of actually calling her a liar. He didn’t like to call people names in the
press: “I try to be a statesman in this ol’ world, but it’s hard.”
In a move reminiscent of Tom Jakobek’s response to the emerging
Philadelphia trip scandal, Mr. Lyons had his lawyer write to the Star to warn
that publishing a story suggesting that he directed Sue Cross to make those
donations would be “vile libel without a shred of truth” and he would sue.
Mr. Lyons would testify that he had his lawyer write that letter because the
reporter had caught him off guard and now he had to stick with the story:
“But I’m into it now. I’ve already told him on the record.” The angry letter
to the Star was a method of damage control, apparently: “I was trying to
save my name. And it’s a logical thing you would do. . . . And the other
option was to go out there and fight.”
To his credit, Jeff Lyons later acknowledged his errors. The letter he
had written to Ball Hsu directing that the cheque be made out to Sue
Cross had been his Waterloo. With that letter, there was no denying that
he was the architect of the Ball Hsu donation plan, and the architect of
the deceit to cover it up. In the inquiry witness box, resigned and co-operative, he mused almost philosophically. He explained that the reporter
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had caught him off guard, and once he had lied, he was “in it” and he had
to “run with it.”
Mr. Lyons seemed chastened in his last appearance in the witness box,
yet one wonders if he really got the point. His closing submission to the
inquiry summed up the story this way:
With personal and professional sacrifice, Mr. Lyons contributed countless
hours raising funds. These efforts have been overshadowed by the relentless media attention paid to an unremarkable event involving Mr. Hsu,
Mr. Lyons and Mr. Lyons’ executive assistant, Ms. Susan Cross.

When Jeff Lyons left the inquiry’s witness box, his lobbying practice at
City Hall had dwindled.
And what of Ball Hsu? We know that systemic errors, some of them
owing to the unique moment when amalgamation and Y2K collided, made
it possible for him to become fabulously rich from his dealings with the
City. We also know that the services his contractors provided to the City
were excellent. But that is all that can be said, since the inquiry never heard
Mr. Hsu’s side of any of this.
The Ball Hsu stories underscore the importance of the prosaic elements
of public service: proper procedures, documentation, record-keeping, and
contract management, all in the interest of responsible stewardship of the
taxpayers’ money.

XIX. H AS A NYTHING
C HANGED ?

IT TOOK MORE THAN THREE YEARS for these public inquiries to examine, in
minute detail, some crucial aspects of the amalgamated City’s recent past.
As I said in the Preface, time did not stand still for the City while the
inquiries carried on. The City has been working steadily to lay the foundation for its future.
With this report, my part of the task is finished, but the City’s task of
growth and renewal will continue. In this volume, I have told the stories of
what happened and what went wrong in a series of major IT-related transactions just before and during amalgamation and the dawn of a new
millennium. My findings about those specific events are in these pages.
There was a municipal election in 2003. All of the major mayoral candidates in that election talked about ethics, integrity, and restoring public
trust. That was a good sign. It was a sharp contrast to other municipal elections in Toronto when these principles were not a significant campaign
issue. In 2003, questions of ethics and integrity were given the prominence
they must have if the residents of the City of Toronto are to have the government they deserve.
During the hearings, I encouraged the City to continue with necessary
changes and not simply to await my recommendations. I was pleased to see
that the City did indeed begin implementing improvements, and it has
made important headway.
409
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It is important to acknowledge the progress the City has made in certain
specific areas since these inquiries began. Many of the conditions that led to
the events examined in the inquiries have already been improved. Some
have not.
On the first day of the first inquiry, then-Mayor Mel Lastman described
relations among councillors right after amalgamation in 1998: “Completely
chaotic. [Members of Council are] out to kill each other, out to embarrass
one another.” Nearly eight years after amalgamation, even as I wrote this
report, I heard of some councillors hurling vulgar insults at one another in
the Council Chamber. In his 2005 report, the City’s new Integrity
Commissioner wrote that a few councillors identified the behaviour of their
peers “as the most obvious integrity issue facing the City at the moment.”
Council thrives in an atmosphere of ideas, and individuals with strong
points should assert them forcefully. But that does not preclude civility.
Sadly, decorum at Council meetings and councillors’ behaviour toward
peers and staff generally are one area where there appears to have been no
progress at all. There are still some councillors who have not realized that
their conduct reflects not only on them personally but on the civic governance of the City as a whole. Abusive and embarrassing behaviour is
unproductive and unacceptable.
As the public hearings in these inquiries drew to a close in early 2005, a
disturbing document was brought to my attention. It was a copy of an invitation to Toronto councillors. The invitation offered drinks, dinner, and a
professional sports event in an executive suite at the Air Canada Centre, all
at the expense of an industry association. The invitation came to me accompanied by a letter from one clear-thinking councillor.
The City had just witnessed public hearings in which the lavish entertainment accepted by public officials had been exposed as deplorable. The
public airing of such transgressions ruined reputations and perhaps careers,
and it led to an amendment of the City’s conflict of interest policy for the
Toronto Public Service. Yet in the last days of the hearings, an industry association was still using the same discredited tactics. Far worse, some
councillors actually leapt to the association’s defence. Astoundingly, they
could see nothing wrong with attending such an event. They could see
nothing wrong with compromising their independence in the eyes of the
public. They could see nothing wrong with sending the message to the

Has Anything Changed?

411

vendor community that elected officials are open to persuasion in this way.
They could see nothing wrong with using their public office to obtain private benefits. And they could see nothing wrong with setting a bad example
for the administrative branch of the City’s government, when they should
have been showing direction—an ethical compass for staff.
It was as if the inquiries had never happened. Some councillors even
echoed the sentiments of people embroiled in the inquiries: politicians exist
to be lobbied. Others tried to rationalize their viewpoint and distinguish
between such events and the events exposed in the inquiries. There is no difference. There is no difference between a potential supplier attempting to
influence public officials with entertainment and a trade association doing
the same thing. It is equally inappropriate for councillors or staff to accept
these invitations.
Let me be clear: Lobbying in itself is not inappropriate; it is certain lobbying activities that are inappropriate. Lobbying efforts can serve to provide
public officials with useful information on goods, services, or issues. But
there is no reason why councillors cannot get this information in their
offices, where they can concentrate on the matter at hand, instead of on a
sporting event or other entertainment.
Elected officials are the public face of City government, but a public
service of tens of thousands keeps the municipality functioning.
Councillors need to be more aware that they are giving staff tacit guidelines
for acceptable behaviour. The taxpayers have to trust public service staff to
spend their money wisely, but how can they if the people setting an example for them put self-interest ahead of the public good?
When public office holders, elected or not, accept meals, gifts, entertainment, and other favours from those attempting to influence them,
they corrode public trust. Yet the City’s Integrity Commissioner noted
that one councillor did not even know that a Code of Conduct for members of Council existed and others had minimal awareness of what was in
it. In the aftermath of these inquiries, this shows an appalling disregard
for the principles that should be guiding those with a mandate from the
electorate.
In many other areas, however, the City has made significant strides.
Some of those improvements were brought to public attention on the first
day of the Good Government phase of the inquiries by Shirley Hoy. Ms.
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Hoy was then the City’s Chief Administrative Officer. Her post, the top one
in the Toronto Public Service, is now called City Manager.
In 2001, City Council asked that the City’s purchasing policies be
reviewed and assessed for openness, fairness, transparency, and cost-effectiveness. In 2003, the Auditor General produced the Procurement Process
Review, with 43 recommendations. By early 2005, the City said it was quite
close to completing action on all but five of them.
Among other developments, the City has attempted to clarify the roles,
responsibilities, authorities, and accountability of the Purchasing and
Materials Management Division and line departments for each step of the
procurement process; implemented new training programs; improved management controls; improved guidelines for communications with vendors;
and developed a checklist for the tender process.
In accordance with the Municipal Act, 2001, the City also developed a
new procurement policy, which came into effect in late 2004. Among other
things, the policy covered selecting the appropriate procurement process;
communication with vendors; identifying and dealing with irregularities in
bids; evaluating proposals; dealing with complaints; providing feedback to
unsuccessful bidders; and keeping records on the performance of vendors
under contract with the City.
The City also approved the use of external “fairness consultants,” for
high-risk, controversial, or unique procurements. Such a consultant was
used on the City’s desktop RFP to replace the equipment leased in 1999.
The City also adopted a new program to replace the equipment it had
leased from MFP.
A conflict of interest policy for staff existed before these inquiries were
called. This year, the City amended that policy to require staff to report and
document all situations involving entertainment by suppliers, potential suppliers, or their representatives. That policy is now part of the performance
review for staff, and non-union City workers must sign a declaration indicating that they have read and understood it.
Councillors also had a code of conduct before the inquiries. In 2004, the
office of Integrity Commissioner was established to assist councillors in
compliance with the code of conduct and other ethics-related bylaws and
legislation. The Integrity Commissioner, who works part-time, is also
empowered to receive complaints and investigate instances of possible non-
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compliance. Toronto is the only municipality in Canada with an Integrity
Commissioner.
The City also has a registry for lobbyists. At the moment, because of
jurisdictional issues involving the provincial government, participation in
the registry is purely voluntary. Councillors may require lobbyists who visit
their offices to sign in, and they can pass that information on to the City
Clerk. Only one third of councillors participate in the registry.
In 2004, Mayor David Miller proposed a reorganization of much of the
City’s administrative structure, and Council approved it. The purpose was
to create a “more innovative and nimble” public service, the Mayor said,
and it was designed to strengthen oversight capacity. All the Commissioners
were replaced by three Deputy City Managers, answering to a City
Manager. Among other things, the new structure would support the priorities of Council, encourage innovation, and improve access to City services
for residents.
During the public hearings in these inquiries, the Toronto news media
gave extensive coverage to revelation after revelation of errors and misdeeds
inside City government. This volume has set out those stories in detail, but
it would be a mistake to focus only on the relentless parade of bad news.
This brief tour of the City’s efforts since the first inquiry was called shows
that the City has been taking governance matters seriously and has taken
action. With the distressing exceptions I have described above, the City has
worked hard to accelerate the healing process.
In a sense, the past and present meet in this report. The story of what
went wrong has been told, and the City’s commendable efforts to prevent a
recurrence have been recognized. As I have said, however, the task is never
done. The City and its residents are engaged in re-examining the City’s basic
governance structure even as I write this report. As my contribution to the
ongoing process of change and improvement, and to the lively ongoing
debate, Volume 2 of my report, Good Government, contains my full recommendations and commentary for the City, along with the research
commissioned for the Good Government phase of the inquiries.

R ECOMMENDATIONS

E THICS
Codes of Conduct: General Principles
1. The City should expand its current code of conduct for councillors
and its conflict of interest policy for staff to include broader ethical
considerations.
2. The codes of conduct should go beyond the minimum standards of
behaviour and set out the highest ideals and values toward which all
public servants should be working.
3. The codes of conduct should be written in plain language that can be
understood by all public servants as well as by the public.
4. The codes of conduct should reflect the difference in the roles of
councillors and staff without setting different ethical standards.
5. Political staff should be required to adhere to the same ethical guidelines that apply to councillors and City staff. Councillors should have
their staff execute an agreement to abide by the City’s codes of conduct.
Hiring
6. The City’s hiring processes should include appropriate questions
designed to elicit some perspective on the ethics of applicants.
Applicants’ responses to the ethics questions should then be considered prominently in hiring decisions.
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7. New City employees should receive immediate training on the ethical dimensions of their particular work.
Training, Ongoing Education, and Monitoring
8. Training on codes of conduct should be mandatory for all City staff
and councillors.
9. The City’s internal newsletter, Inside Toronto, should feature a regular
column on ethics and a question-and-answer section where ethical
concerns from staff are addressed anonymously.
10. Subject to collective bargaining restraints, all staff and councillors
should be required to sign an annual declaration that they are aware
of the codes of conduct, are versed in them, and will uphold them.
11. Staff and councillors should meet regularly with their co-workers or
colleagues to discuss work-related ethical issues.
12. Staff and councillors should be encouraged to discuss ethical issues
that arise from time to time with peers, managers, or the integrity
commissioner.
13. The City’s codes of conduct should be monitored vigilantly to ensure
that they provide appropriate guidance. Change should be made
promptly when necessary.
14. The City should promote awareness of the codes among all councillors and staff and provide guidance in complying with the codes.
Relations between Councillors and Staff
15. Both elected officials and staff should understand and honour their
respective roles and responsibilities, act only within them, and never
blur the distinction.
16. The Mayor in Council meetings, a committee chair, or anyone else
in a formal or informal leadership role should immediately intervene
in instances of uncivil behaviour and politely remind the person
responsible of his or her duty to be civil.
17. Councillors should not ask staff to perform personal services for
them.
18. Councillors should not attempt to influence staff behaviour by direct
or indirect coercion of any kind, including intimidation, bullying, or
alluding to future promotion or employment prospects.
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19. Councillors should not ask staff to engage in partisan political activities for them.
Conflict of Interest and Apparent Conflict of Interest
20. Rules about conflicts of interest and apparent conflicts of interest
should form part of the City’s codes of conduct.
21. Councillors and staff should be made aware that it is unacceptable for
them to act on a matter in which they have either a real or an apparent conflict of interest.
22. Councillors and staff should take steps to avoid as best they can both
real and apparent conflicts of interest. For assistance, they should seek
the guidance of the office of the integrity commissioner.
Some Specific Conflicts of Interest
23. Councillors and staff should not use their positions to further their
private interests.
24. Councillors and staff should not concurrently accept employment by
an outside interest that is either incompatible with or in conflict with
their official duties.
25. Councillors and staff should not ask other City employees to perform
work that is unrelated to City business during office hours.
26. Councillors and staff should not divulge confidential information to
those not entitled to it.
27. Councillors and staff should not access confidential information if
not required to do so for work purposes.
28. Recently departed City employees should not promote themselves as
having otherwise unavailable access to City information, processes, or
decision-makers.
29. Former councillors and City staff should not accept employment in
which they would be dealing with matters or files that they worked
on while at the City.
Preferential Treatment
30. Elected officials and staff should take all necessary steps to avoid preferential treatment or the appearance of preferential treatment for
friends or family.
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Disclosure and Recusal
31. Councillors should not vote on any issue at Council or committee
that puts them in a real or apparent conflict with their personal
finances. They should declare their conflict and recuse themselves.
32. Councillors should recuse themselves from matters that pose a real or
apparent conflict with the finances of their spouse, parents, or siblings.
33. Staff should refrain from any involvement in analysis or decision
making on an issue in which they have a real or apparent conflict of
interest. Conflicts or apparent conflicts should be disclosed to or discussed with the staff member’s supervisor.
Integrity Commissioner
34. A full-time integrity or ethics commissioner should be hired.
Appointment and Tenure
35. To ensure that the integrity commissioner has the independence necessary for the job, he or she should report directly to Council, not the
Mayor. He or she should serve for a fixed term and should be removable only by a two-thirds vote in Council.
Advice
36. Senior management should investigate, in consultation with the
integrity commissioner, the feasibility of establishing “divisional
ethics coordinators.” These would be point persons in the various
City departments to whom staff could turn for department-specific,
confidential ethical advice. They would supplement the work of the
integrity commissioner locally in the various departments and on the
front lines of service delivery.
37. The City should encourage staff and councillors to consult the
integrity commissioner when necessary.
38. The integrity commissioner should offer his or her opinions to all members of Council and staff who request it. These opinions should be given
in the strictest confidence. However, if a councillor or staff member
makes public part of a commissioner’s report on a matter, the integrity
commissioner should be free to make all of it public in response.
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39. Council should consider expanding the role of the current integrity
commissioner to allow confidential review of the personal finances of
councillors, at their request, so that the commissioner can advise
them on potential conflicts of interest.
40. The integrity commissioner should have enough staff to allow councillors and City staff to efficiently seek advice in advance on matters
of ethical concern – issues where ethics policies may be violated in
letter or spirit.
Complaints, Investigation, and Enforcement
41. Members of the public should be allowed to make complaints to the
integrity commissioner. Complaints can be anonymous and need not
be in the form of sworn affidavits.
42. To preserve the necessary independence of the office of the integrity
commissioner, no elected official should pre-filter complaints to that
office.
43. Councillors and staff should not be allowed to withhold their cooperation from investigations by the integrity commissioner.
Sanctions for withholding co-operation should equal the sanctions
for ethical breaches, so a clear message is sent that withholding cooperation offers no advantage.
44. To guard against misuse for political purposes of the integrity commissioner’s complaint process, the commissioner should be free to
dismiss frivolous complaints at the outset, publicly identifying them
as such, if appropriate. The commissioner should also be able to identify those who launch bad-faith complaints, and recommend to
Council that bad-faith complainants reimburse the City for the
expenses of the investigation.
45. The office of the integrity commissioner should have broader investigatory power than it currently has. For example, it should have
summons powers.
46. The City should give the integrity commissioner the power to recommend to Council an appropriate range of sanctions for ethical
misdeeds by councillors. Sanctions should include public reprimands,
public apologies, expulsion from one or more committee meetings,
removal from committee posts or committee chair positions, expul-
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sion from one or more Council meetings, or, at the high end of the
spectrum, a fine or declaration of a vacancy in the councillor’s seat.
47. The City should give the integrity commissioner the power to recommend to Council an appropriate range of sanctions for ethical
misdeeds by staff. These should be closely modelled on sanctions
allowable under prevailing labour and employment law. To emphasize the importance of ethics within the organization, ethical
misconduct should be regarded as among the most serious misconduct, and the sanctions should include the most serious penalties.
48. The integrity commissioner should not have powers to impose sanctions directly. Council should rule within a fixed time on the
integrity commissioner’s recommendations for sanctions.
Education and Outreach
49. The integrity commissioner should have the mandate and resources
to participate actively in the development of ongoing ethical education programs or materials for City staff and councillors. Outreach of
this type is an important part of ensuring a strong ethical culture.
50. The integrity commissioner should have a website for education, reference, and outreach purposes. The commissioner’s office should also
be available to provide advice on ethics training as necessary for both
councillors and staff.
Review
51. An external auditor should periodically review the operations of the
office of the integrity commissioner.
Doing Business with the City
52. The City should require all organizations with which it does business
to adhere to the following principles, at a minimum.
a. Follow commonly accepted business practices.
b. Obey all applicable provincial and federal laws.
c. Adhere to the terms of the contract signed with the City, unless
amendments are negotiated.
d. Conduct business with integrity and in accordance with their
obligations under specific agreements.
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e. Keep detailed and accurate records of all contracts and goods
and/or services provided to the City.
f. Refrain from divulging confidential information.
g. Avoid the appearance of conflict.
h. Refrain from conduct contrary to the values of the City.
i. Treat workers with respect and dignity and ensure that workers
are not subjected to any form of physical, sexual, psychological,
or verbal harassment or abuse.
j. Refrain from engaging in price collusion with other bidders or
suppliers.
k. Explain clearly the cost to the City of any bid.
l. Refrain from contacting anyone but the designated contact person during a procurement blackout period.
The City should make its codes of conduct available to all current
suppliers, to ensure that they are in no doubt about the ethical imperatives involved in doing business with the City.
The City should include references or links to its relevant codes of
conduct in tender documents, as part of the procurement process,
emphasizing that all bidders are expected to learn and abide by those
policies.
The City should require that all responses to a procurement process
include a promise to learn and respect the City’s relevant codes of
conduct.
The City should include a term in all procurement documents providing sanctions if a business fails to adhere to the City’s relevant
codes of conduct.
City staff should not publicly state their views of an organization the
City does business with, unless requested to do so by Council or
other staff. In carrying out such a request, staff should not endorse or
appear to endorse any organization.

Contractors and Consultants
58. The City should screen for understanding of ethical issues when hiring contractors and consultants and should consider applicants’
performance in this area in hiring decisions.
59. Consultants and contractors should be informed about the City’s
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codes of conduct before they begin their work for the City and
should be required to adhere to the codes as a term of their contract
of employment.
60. Consultants and contractors should be required to agree to abide by
the following ethical requirements in addition to any that apply generally to all suppliers.
a. Disclose any conflict or potential conflict of interest in advance.
b. Provide receipts for reimbursable expenses.
c. Refrain from claiming entertainment expenses involving elected
officials or employees of the City.
d. Refrain from billing for work not done.
e. Refrain from giving gifts to municipal employees.
f. Refrain from possessing confidential material not required for the
completion of the services for which they contracted.
g. Refrain from divulging confidential information.
Gifts, Entertainment, and Other Benefits
61. The City should permit councillors and staff to accept gifts, entertainment, or other benefits of nominal value, except from lobbyists. The
definition of nominal value and other criteria for acceptable gifts
should be established in consultation with the integrity commissioner.
62. Under no circumstances should staff or councillors accept gifts or
benefits of any value from lobbyists.
63. City staff should not accept meals paid for by commercial suppliers.
64. On the occasions when work demands that City staff and commercial suppliers eat together off-site, the City should permit its staff to
expense the meals. City staff should not be out of pocket personally
for a work expense. Allowing these expenses to be submitted also
allows their frequency to be monitored, so that work patterns can be
adjusted if necessary.
65. This policy should be reviewed after it has been implemented for two
years.
Gift Registry
66. The City should establish a registry for gifts received by staff and
councillors. The registry should be run by the integrity commissioner’s office.
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67. The gift registry should contain the following details in a searchable
database:
a. the name of the individual who received the gift and the capacity
in which he or she was serving at the time
b. a description of the gift
c. the person or group who presented it
d. the date on which the gift was received
e. the occasion on which the gift was given
f. the estimated value of the gift, if known
g. a running total of the value of gifts received by staff or councillors from that person or group in the previous twelve months
h. what the individual intends to do with the gift
i. whether the gift should remain with the City if the recipient
leaves
68. Councillors and staff should be encouraged to consult with the
integrity commissioner about the propriety of accepting or continuing to keep any gift of any value.
Charity Events
69. The City should have a clear policy on when it is appropriate for
councillors and City staff to attend charity events.
Elections Financing
70. The City should ask the Province to ban the practice of “bundling”
in municipal elections, including bundling through lawyers’ trust
accounts.

G OVERNANCE
The Mayor
71. For the Mayor, integrity in government should be a top priority.
Council and Committees
72. Council should urgently address a variety of ways to reduce its workload.
73. Council should delegate the administrative, day-to-day operations of
the City to staff and concentrate on matters of policy.
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74. Council should consider ways to enhance its effectiveness as a deliberative leadership body.
75. Council should take steps to enhance the openness of Council meetings.
76. Breaches of confidentiality are a serious problem and should be eliminated.
77. With appropriately increased delegation to staff, Council should substantially rationalize and reduce the number of ad hoc, special, and
other committees and special-purpose bodies.
78. The term of a Council committee chair’s tenure should be tied to the
type of work the committee does.
79. Council committee meeting schedules should accommodate the
committee’s work.
Relations between Staff and Councillors
80. Relations between staff and councillors should always be civil and
premised on mutual respect.
81. Maintaining civil and professional relations between councillors and
staff should be given ongoing attention.
82. Members of staff, apart from those working directly for a councillor,
should remain neutral in their service to all councillors.
83. Staff should have more latitude to speak at meetings of Council.
Hiring
84. The Mayor should be involved in hiring the City Manager and
should have limited input into hiring the small handful of officials
immediately below the City Manager. Beyond that, all City hiring
should be entirely free of any input or influence from the Mayor or
individual councillors.
City Manager
85. Although the Mayor can properly be involved in hiring the City
Manager, there should be a clear division of responsibility between
the Mayor and the office of the City Manager—a separation of the
political from the administrative.
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Staff Advice on Budgetary Matters
86. Staff should keep Council closely apprised of budgetary matters.
Staff Reports to Council
87. Staff reports to Council should be concise, while remaining scrupulously accurate and containing the best possible advice.
Relations among Members of Staff
88. City staff should act at all times to further the public trust. This duty
applies regardless of whether staff functions are visible to the public.
89. Large City projects should have clearly defined roles and responsibilities
90. Staff who have benefited from any form of outside training, or who
have attended an event showcasing what is available in the market,
should spread that knowledge internally at the City by briefing colleagues with a presentation or report, as appropriate.
91. Communication among staff members should be civil at all times.
E-mail Etiquette
92. City staff should use e-mail with professionalism and courtesy.
Legal Counsel
93. City departments should understand that the City’s Legal Services
Division is a valuable team member, dedicated to ensuring that projects are conducted according to law at all times.
94. The Legal Services Division should continue to ensure that outside
counsel to the City are made well aware of their responsibilities and
the reporting structure they should follow.
95. The City should review its retainer policies for outside counsel.
Annual Report by the City
96. The City, through the Mayor, should report to the public annually.
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LOBBYING
97. The City should treat lobbying as a potentially helpful practice that
should be carefully controlled.
Code of Conduct for Lobbyists
98. The City of Toronto should set out its own code of conduct for lobbyists. That code should set mandatory minimum standards for
lobbyists in their dealings with the City. Every lobbyist should agree
to be bound by the City’s code of conduct before he or she can begin
any lobbying activity.
99. Lobbyists should be held to the highest ethical standards.
100. No lobbyist should ever practise influence peddling. Councillors and
staff should not risk compromising their positions by accepting any
benefits of any kind from lobbyists.
101. Lobbyists should state clearly whom they are representing and why.
They should never misrepresent themselves to the people they are
attempting to influence.
102. Lobbyists should not be permitted to work for competing or conflicting interests without the written permission of both.
103. Lobbyists should refrain from placing or proposing to place an
elected official or City staff member in a conflict of interest of any
sort.
104. Lobbyists should be completely familiar with the City’s ethics, lobbying, and procurement policies and abide by them at all times.
Limitations on Lobbying Activity
105. Lobbyists’ access to councillors and staff should be restricted to regular office hours and locations.
106. Staff reports to Council should list lobbyists who made presentations
to staff on the subject matter of the report.
107. There should be no lobbying of any kind at any time during a City
procurement process.
108. Legitimate education of decision-makers about the value that a company can offer the City should be considered appropriate; lobbying
aimed at influencing the procurement process before it occurs—so
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that when it occurs, it favours the lobbyist’s client—should be considered inappropriate.
Outside of City procurement processes, ethically appropriate lobbying is permitted. However, at no time should lobbying take the form
of entertainment or the bestowing of gifts, meals, trips, entertainment, or favours of any kind on staff or councillors.
City staff who leave the public service should not be permitted to
become lobbyists at the City for at least twelve months after they
leave. Former councillors should not be permitted to lobby for twelve
months after leaving office.
At no time after leaving City positions should former councillors or
staff become involved as lobbyists on specific matters on which they
worked during their time at the City.
Lobbyists dealing with the City should not be permitted to receive
contingency fees or any other type of bonus or commission tied to a
successful outcome.
Professional lobbyists should not engage in any type of political
fundraising for candidates or councillors they lobby, beyond making
their own donations.
City councillors and staff should not under any circumstances
endorse or recommend any one specific lobbyist to anyone.
The City should maintain a clear distinction between lobbying and
charitable events.

Lobbyist Registry
116. The City should establish and maintain a lobbyist registry.
117. The City’s lobbyist registry should cover all who are paid to attempt
to influence elected officials or City staff on behalf of others for a specific purpose.
118. No one should be permitted to engage in any lobbying activity at the
City without first registering in the lobbyist registry.
119. The following information should be collected in the lobbyist
registry.
a. The lobbyist’s name, company or partnership name, and the
names of all principals in the company or partnership.
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b. Whom the lobbyist ultimately represents, not just the names of
the clients. If the client is an organization or company, the names
of the principals or of the CEO and directors should be given. If
the lobbyist is working for a coalition of groups, the same information should be given for each group.
c. The client’s business activities or organizational interests.
d. Whether the lobbyist’s client is already doing business with the
City.
e. Who is being lobbied. In the case of City staff, it is not enough
to simply list the name of a department. A department could
have several divisions and hundreds of employees. The registry
should show the name, title, and department of the civil servants
the lobbyist proposes to contact.
f. The subject matter of the lobbying activity.
g. A brief statement of the position taken on the issue.
h. The total amount paid to the lobbyist for the lobbying activity.
To accord the lobbyist some privacy on financial matters, the
amount paid can be a choice of preset ranges: for example, under
$10,000, $10,000 to $25,000, $25,000 to $50,000, $50,000 to
$100,000, or over $100,000. The total amount paid to the lobbyist should include all background work (for example, polls
commissioned, research, preparing and producing materials),
entertainment, gifts, fees paid to the lobbyist and to third parties,
and any other expenses related to the lobbying campaign.
i. Whether the lobbyist or client has in the past received money
from the City for any purpose, and if so, the amount.
120. When registering, lobbyists should certify that they have not engaged
in political fundraising at the City beyond making their own allowable donations.
121. The City should consider whether councillors and staff should also
be required to record basic information on their meetings with lobbyists in the lobbyist registry.
Monitoring, Enforcement, Advice, and Education
122. To oversee the lobbyist registry, the City should have a lobbyist
registrar.
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123. There should be sanctions for failing to register in the lobbyist registry as required.
124. The lobbyist registrar should prepare an annual report.
125. The lobbyist registrar should have an educational role.
126. The lobbyist registrar should work closely with the integrity commissioner.
127. The lobbyist registry should be readily accessible and user-friendly
for both the public and lobbyists.
Periodic Review
128. Lobbying practices, the prevalence of lobbying, and the procurement
context in which much lobbying may take place all change over time.
Therefore, the City should review lobbying policies comprehensively
after three years and then at regular intervals: for example, every five
years.

P ROCUREMENT
BEFORE
Councillors
129. City Council should establish fair, transparent, and objective procurement processes. These processes should be structured so that they
are and clearly appear to be completely free from political influence
or interference.
130. Councillors should separate themselves from the procurement
process. They should have no involvement whatsoever in specific
procurements. They have the strongest ethical obligation to refrain
from seeking to be involved in any way.
131. Members of Council should not see any documents or receive any
information related to a particular procurement while the procurement process is ongoing.
132. Councillors who receive inquiries from vendors related to any specific
procurement should tell them to communicate with one or more of
the following three people, as is appropriate in the circumstances:
a. the contact person in the tender document, in accordance with
the contact rules in place
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internal educational events, thereby avoiding the risk of undue influence from vendors.
143. Each procurement professional in a key City position should have
paid membership in at least one relevant professional organization.
144. The Purchasing and Materials Management Division should issue a
procurement manual.
145. Senior staff and councillors should all receive training necessary to be
able to read and understand financial statements.
Achieving Openness
146. There should be a strong presumption in favour of mandatory competitive tendering for all significant City procurements. Criteria for
exemption from mandatory tendering should be tightly defined in
advance.
147. The City should make public the training and education materials it
provides to its own procurement staff.
148. When the City makes changes to its procurement policies, it should
make them public.
149. All potentially interested parties should be made aware of the City’s
intent to issue a tender.
Project Management, Teamwork, and Expertise
150. The Purchasing and Materials Management Division should work
closely with line departments in acquiring goods or services.
151. At the outset of any major City procurement, a project charter
should be established to set out the scope of the project, the associated risks, the resources needed, the competencies required, and the
tasks to be completed, with due dates.
152. For large City procurements, key documents should be tracked by
who has reviewed them, who has had input, and what that input was.
153. Project teams should be carefully assembled for major City
procurements.
154. When more than one City department is involved in a procurement,
each relevant department should designate a lead individual for the
project.
155. The roles and responsibilities of City staff involved in the procurement should be clearly defined in advance.
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156. A standard checklist should be prepared indicating all of the elements
that should be in place before the City launches a tender.
157. One senior person on the procurement team should be designated as
the contact person in case councillors have questions outside the
committee or Council process.
158. Managers on large procurement projects should increase reliance on
face-to-face meetings, with confirmatory minutes, when it is essential
to ensure that communication is clear and that everyone understands
their roles.
159. Gaps in in-house expertise essential to any City procurement should
be filled by outside consultants.
160. External consultants hired by the City should not help any potential
bidder in a forthcoming tender.
161. Consultants who are retained by the City should be accountable for
specific deliverables.
162. Council should commit resources sufficient to ensure that the
Purchasing and Materials Management Division has the necessary inhouse information technology procurement expertise to carry out
this significant and permanent part of its work.
163. Council should commit sufficient resources to ensure that the City
has the best available IT leadership at all times.
Legal Services
164. The Legal Services Division should be involved in major procurements from the outset.
165. An information bulletin should be sent from the Legal Services
Division to all senior managers to clarify signing authority for
contracts.
Fairness Commissioner
166. For major, high-risk, controversial, or complex tenders, the City
should consider retaining a fairness commissioner.
Pre-Procurement Market Consultation
167. Before issuing a complicated tender, the City should consider engaging in a prerelease consultation.
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168. The City should remain vigilant to ensure that lobbying does not
persuade the City to design the tender so as to unfairly favour one
competitor in a pre-procurement consultation.
Leasing
169. Leasing should remain a viable financing option for the City.
170. The City should not enter into a leasing contract without the expertise to evaluate and implement it successfully.
171. The City should establish and update as necessary a checklist of questions that staff should answer in exploring the viability of leasing.
172. In future leasing arrangements, the City’s Finance Department
should lead the tender, not the department whose business assets are
being leased.
173. The City should establish best practices for setting competitive lease
rate factors.
174. The Purchasing and Materials Management Division should be more
proactive in the leasing process.
175. The City should require the leasing company to set out clearly the
amount of interest payable throughout the term of the lease along
with any additional costs to the City of leasing beyond the periodic
lease payments.
176. In any lease transaction, the City should not rely on the leasing company to keep track of its inventory.
177. If the City wishes to consider any sale-and-leaseback transactions,
City Council authorization should first be sought.
178. Leasing IT hardware and software poses many special challenges. If
the City decides to lease IT equipment or software again, it should
retain expertise in this leasing subspecialty.
Blanket Contracts
179. The City should standardize and clarify procedures for blanket
contracts.
Vendors of Record
180. The City should clearly define its use of the term “vendor of record,”
to avoid confusion in the way this term is applied.
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181. The City should consider whether having multiple vendors of record
would prove useful in major procurements.
182. Unless the nature of the contract warrants it, terms for the City’s vendors of record should be short.
183. The City should improve its position in contractual relations with
vendors of record.
184. The City should post the list of its vendors of record, and the goods
and services each provides, on its website.
185. The City should improve its oversight of vendors of record.
Preferred Suppliers
186. The City should take steps to ensure that every person with a place
on a preferred suppliers’ list is in substance a different business entity.
Tender Documents and Processes
187. Before issuing any tender document, the City should establish criteria and an evaluation process to allow it to determine whether each
bidder has the quality, experience, and capacity to deliver what the
City needs.
188. The project lead for each City procurement should ensure that the
correct request document is used for the tender.
189. In procurements where, by virtue of the dollar value or their contentious nature, Council will make the final decision, the request
document should indicate that Council approval will be required and
incorporate any criteria or conditions that Council considers necessary.
190. The specifications for a product in the City’s tender should be very
clearly set out and be kept simple and fair without being simplistic.
191. The Purchasing and Materials Management Division should maintain a library of examples of previous specifications drawn from its
own experience and those of other jurisdictions.
192. The City’s specifications should indicate a cost range, to assist vendors in tailoring their bids.
193. When setting deadlines for submission of bids, the City should balance the urgency involved against giving vendors enough time to
understand the requirements, ask questions, take the answers into
account, and prepare their responses.
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194. The City should protect the integrity of its own deliberative processes
and the need for Council approval by requiring vendors to hold
terms in their bid open long enough for Council to make a considered decision and long enough for the necessary contracts to be
thoughtfully entered into.
195. On a case-by-case basis, the City should consider whether the final
contract that it expects the successful bidder to sign should be
attached to tender documents.
196. Bidders should be clearly advised in the tender document that they
are not permitted to advance their case by alluding in any way in
their bid documents to a relationship with a councillor, the Mayor,
or senior staff.
197. The City should hold bidders to the ethical standards set out in the
City’s ethics policies as applicable.
198. The City should continue to provide all potential bidders with its
suppliers’ briefing document.
199. Both paper and electronic drafts of tendering documents should
state, in large letters on each page, that they are internal City documents and strictly confidential.
200. One individual or one small committee with clear membership
should have complete version control and supervision over the draft
tender documents for each City procurement.
201. The appropriate times and ways to have contact with a bidder should
be carefully designed as part of the procurement process, and made
very clear to City staff.
202. The manner and timing of notification to bidders of the outcome of
the procurement process should be settled in advance, so that bidders
can have appropriate expectations and so that unnecessary and
potentially problematic communication between City staff and vendors will be prevented.
Incumbents
203. The City should be vigilant in not favouring incumbents unfairly in
any tender process.
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DURING
Gifts, Favours, Entertainment, and Benefits
204. All City staff involved in any way in active tenders should be, and be
seen to be, beyond reproach. Accepting gifts, favours, entertainment,
or benefits of any kind from a vendor or potential vendor should be
prohibited.
Designated Contact Person
205. When a tender document is publicly released, it should always state
the name and full contact information of the person whom prospective bidders can contact with any questions. The tender document
should make clear that this is the only City person bidders may contact regarding this tender for the entire procurement process.
206. Bidders may not use the designated City contact person as a conduit
to promote their bids.
207. To ensure that there is no appearance of advantage for bidders who
communicate with the designated City contact person, that person
should not participate in evaluating the bids.
Blackout Period
208. Every tender document should contain a definition of the “blackout
period” when communication between the City and bidders is prohibited.
Confidentiality
209. Any misuse by a bidder of confidential information belonging to the
City or to another bidder should be grounds for disqualification from
the bid.
Issuing the Bids
210. The City should release tenders on the Internet to allow fair and
equal access to them.
Filing the Bids
211. Bids that have been received on a specific City tender should be
organized and filed together.
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Reading the Bids
212. The City should have clear practices surrounding the reading of bids.
Evaluating the Bids
213. No one involved in evaluating the bids at the City should have a preexisting relationship with any of the bidders or be influenced in any
way by anyone else’s pre-existing relationship with a bidder.
214. For major procurements, the City’s evaluation committee should be
a group that is representative of all areas affected by the procurement.
To ensure fairness, no one involved in the pre-procurement phase or
the bidding process should be involved in evaluating the proposals.
215. Each member of the City’s evaluation team should sign a conflict of
interest declaration disclosing any entertainment, gifts, or other benefits, in cash or in kind, received from any of the proponents or their
representatives. All members should also declare that they will conduct the evaluation in a fair and objective manner, free from any
conflict of interest or undue influence.
216. The City should develop, in consultation with the senior financial
staff and the City solicitor, a protocol for treatment of mathematical
errors or other obvious mistakes in submissions.
217. Contact with bidders by the City’s evaluation team should occur only
in accordance with fair principles identified in advance.
218. The weight to be assigned to price in determining the winning bid
should be carefully considered and settled upon in advance.
Electronic Tenders
219. When circumstances require a rapid RFP or RFQ for a City procurement, the process can be done electronically: for example, by
telephone, fax, or e-mail.
220. Special effort should be made to ensure that rapid tenders for City
procurements are public.
221. For tenders with short turnaround times, the City’s lead person on
the tender should choose a deadline that allows bidders a fair chance
to respond.
222. For tenders with short turnaround times, the City’s lead person on
the tender should make reasonable efforts to ascertain before the tender is issued that prospective bidders are available to respond.
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Reports to Committee and Council
223. If there is a deadline in a tender—for example, if a vendor is offering
a particular term for only a limited time—committee and Council
should be clearly notified, with sufficient time to respond in a deliberative fashion.
Debate on Procurements at Council Meetings
224. During debate on procurements in Council, all councillors should be
guided by one principle: what will best serve the public in the circumstances.
225. If Council decides to alter the fundamental terms of the tender after
the bids have been submitted, the procurement should be re-tendered, to be fair to all the bidders.
226. When debating procurement decisions, councillors should respect
necessary timelines for decision making as set out in staff reports.
227. Wherever possible, Council and committees should make procurement decisions in public.
AFTER
228. The City should maintain a record of when and by whom a bidder is
told it has been successful.
Debriefings
229. Following the decision to award a contract, unsuccessful bidders are
entitled to a debriefing explaining the evaluation process that led to
the City’s selection of the successful bidder.
Complaints
230. To demonstrate its commitment to maintaining integrity and transparency in the procurement process, the City should have a
comprehensive bidder complaints policy.
231. A bidder should not be allowed to file a formal complaint without
having made a post-debriefing submission to the City.
232. Councillors should not act as advocates for aggrieved bidders.
233. The City should adopt a formal two-stage process to manage bidder
complaints, to replace the current standing committee/deputation
approach.
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2. The Public Inquiries Act should be amended to include a mechanism
whereby interlocutory matters, including issues related to solicitorclient privilege, could be resolved expeditiously.
3. The Public Inquiries Act should be amended to formalize the power
to summons the production of documents without the need for
attendance by a witness.
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Appendix B: Participants

WITNESSES
Name

Employment in 2000

Employment When
Testifying

Allain, Guy

Manager
Human Resources
City of Toronto

Same

Altman, Norman Donald
Ephraim
(Don)

Manager
Financial Planning
City of Toronto

Same

Anderton, Joan

Commissioner
Corporate Services
City of Toronto

Same

Andrew, James
(Jim)

Executive Director
Information & Technology
City of Toronto

Vice-President
Information Technology
Municipal Property
Assessment Corporation

Archibald, Susan
Ashbourne, Robert
(Rob)

Security Department
Bell Canada
Regional Sales Manager
MFP Financial Services
Ltd.

Same

Bakti, Tyrone Thomas (Ty) President and Founder
NETTEC Associates
Limited

Same

Balkissoon, Bas

Councillor
Chair of Audit Committee
City of Toronto

Same

Barber, Robert

-

Customer Support
Rogers Wireless Inc.

Barrett, Deborah
(Debbie)

Director
Information Technology
City of Toronto

Chief Information Officer
McMaster University

Barrett, Gordon Ellsworth
(Gord)

Senior Executive
Newcourt Credit Group
On loan to:
Dell Financial Services as
General Manager

Senior Partner, Captiva
Finance
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Employment When
Testifying

Beattie, David
(Dave)

Supervisor
Client Services
City of Toronto

Same

Bench, Mary Ellen

Director
Municipal Law Practice
Group
City of Toronto

City Solicitor
City of Mississauga

Birt, Audrey Eileen

Director of Revenue
Finance
City of Toronto

Tax Consultant
Audrey Birt and Associates
Incorporated

Boctor, Leslie-Ann

Temporary Administrative
Assistant positions to:
Councillor David Shiner
Councillor Tom Jakobek
Councillor John Fillion

No longer with City of
Toronto

Brittain, Leonard Scott
(Len)

Director
Treasury & Financial
Services
City of Toronto

Same

Brunning, Margaret Lynd
(Margo)

Manager
Collections/Receivables,
Payments, and Regional
Customer Service
City of Toronto

Not working

Bulko, Kathryn

Manager of Contracted
Services
Contract Management
Office
City of Toronto

Same

Carbone, Giuliana

Director
Revenue Services
City of Toronto

Same

Chan, Clem

Manager
Systems Products &
Services
Information & Technology
City of Toronto

Same
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Name

Employment in 2000

Employment When
Testifying

Clark, Brian

Private Investigator and
Process Server
Clark Security Consultants
Ltd.

Same

Colley, Ken

Manager of Financial
Reporting Accounting
Services Division
Department of Finance
City of Toronto

Same

Cowell, Christine
(Chris)

Manager of Financing
Accounting Systems and
Policy
Finance Department
City of Toronto

Same

Cross, Susan Patricia
(Sue)

Executive Assistant to Jeff
Lyons
The Lyons Group
(Morrison Brown
Sosnovitch Barristers &
Solicitors)

Executive Assistant to
Councillor Jane Pitfield
City of Toronto

Currie, Lee Ann

Senior Portfolio
Administrator
MFP Financial Services
Ltd.

Marketing Assistant with
another leasing company

Deary, Kevin E.

Private Investigator

Same

DeSouza, Edward Luis
(Ed)

Interim Tax Lead
City of Toronto

Director of Finance and
Treasurer
Town of Halton Hills

Di Brina, Felix

Clerk
Contract Management
Office
City of Toronto

Same

Domi, Dashnor
(Dash)

Sales Representative
MFP Financial Services
Ltd.

Same
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Testifying

Domi, Tie

Professional Hockey Player
Toronto Maple Leafs
Entrepreneur

Same

Doyle, Harry William
Osmond
(Ossie)

City Solicitor
City of Toronto

Retired

Durling, Bruce

OBN Security and
Investigative Consultants
Inc.

Same

Fecenko, Mark

Barrister & Solicitor
Fasken Martineau
DuMoulin LLP

Same

Fillion, John

Councillor
City of Toronto

Same

Flanagan, Michael Anthony Senior Vice President
(Mike)
Trading & Asset
Management
MFP Financial Services
Ltd.

Senior Vice President
Sales and Trading
MFP Financial Services
Ltd.

Franco David Carnevale
(Frank)

President
City Hall Group
Incorporated

Same

Franey, Michael
(Mike)

Director
Computer Operations and
Telecommunication
Information & Technology
City of Toronto

Same

Garrett, Michael
(Mike)

Chief Administrative
Officer
City of Toronto

Chief Administrative
Officer
Regional Municipality of
York

Glover, Brenda

Commissioner
Human Resources and
Labour Relations
City of Toronto

Third Year of Law School
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Name
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Employment When
Testifying

Godfrey, Paul

President & Chief
Executive Officer
Toronto Blue Jays Baseball
Club

Griffith, Larry Edward

Account Manager
Same
Oracle Corporation Canada
Inc.

Griffiths, Jeffrey
(Jeff )

City Auditor
City of Toronto

Auditor General
City of Toronto

Harle, Kimberly Ann
(Kim)

Corporate Counsel
MFP Financial Services
Ltd.

Partner
Business Law Group
Blake, Cassels & Graydon
LLP

Hart, James Robert
(Jim)

Director
Council and Support
Services
City of Toronto

Director
Executive Management
Office of the Chief
Administrator Officer

Hart, Steve

Building Security
Supervisor
Central Portfolio
City of Toronto

Same

Holmes, David Wendell

Private Investigator

Same

Hull, Chris

Supervisor
Technology Asset
Management Contract
Management Office

Same

Jakobek, Joseph Charles

Teacher
Peel District School Board

Same

Jakobek, Thomas R.
(Tom)

Chair of the Budget
Committee
Councillor
City of Toronto

Managing family business;
candidate for mayor of
Toronto

Jakobek, Thomas Z.

Retired

Jakobek, Ursula

Retired
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Testifying

Jiwa, Taslim

Director
Productivity and Support
Services
Information & Technology
City of Toronto

Same

Josson, Pam

Computer Operations
Specialist
Contract Management
Office
City of Toronto

Same

Kassam, Karim

Chief Executive Officer
Prescient International Inc.

Same

Kelly, David
(Dave)

Regional Sales Manager
Public Sector for Ontario
and Western Canada
Dell Canada Inc.

Director
Public Sector, Canada
Dell Canada Inc.

Kerr, Christopher Charles
(Chris)

General Manager
Assetlinx Corporation

Same

Lastman, Melvin Douglas
(Mel)

Mayor
City of Toronto

Same

Leggieri, Paula

Supervisor
Contract Administration
Contract Management
Office
City of Toronto

Not working

Leung, Annie

Budget and Accounts Clerk Same
Contract Management
Office
City of Toronto

Lewis, Margaret

Committee Secretary
Clerk’s Offic
City of Toronto

Liczyk, Wanda

Chief Financial Officer and Senior Vice-President and
Treasurer
Chief Financial Officer
City of Toronto
Toronto Hydro
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Name

Employment in 2000

Employment When
Testifying

Lok, Andy

Contractor
Ball Hsu and Associates,
Andall Technologies
Corporation and
Dyna Lync 2000 Inc

Senior Systems Integrator
(Senior Technology
Advisor)
Corporate Services
Information and
Technology
City of Toronto

Loreto, Brian Jerome
(Brian)

Solicitor
City of Toronto

Same

Lyons, Jeffrey Stephen
(Jeff )

Lobbyist—The Lyons
Group
Lawyer—Morrison Brown
Sosnovitch LLP

Lobbyist – The Lyons
Group

Mangat, Navjeet

Policy and Research
Manager
The Lyons Group

Political consultant

Mann, Sheree

Forensic & Litigation
Support
Grant Thornton LLP

Partner
Grant Thornton LLP

Marentette, Scott

Account Executive
Financial Area Manager
Dell Financial Services Ltd. (for a large financial
company)

Marks, Line

Program Assistant
Year 2000 Office
City of Toronto

Supervisor Contract
Administration,
Coordination and
Approvals
Contract Management
Office
City of Toronto

Mastroianni, John

General Manager
Pusateri’s Fine Foods

Same

Morrish, Deborah

Spouse of Tom Jakobek and Same
Power of Attorney for Ken
Morrish
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Mortensen, Bruce
Raymond
(Bruce)

Account Executive
Public West Division
Dell Canada Inc.

Nadeau, Pierre Jean

Executive Assistant to
Councillor Tom Jakobek
City of Toronto

Neals, Rick

-

Director of Global Security
Central and Eastern
Canada
AMEX Canada Inc.

Ngan, Edwin

Independent Contractor for
the City of Toronto and
City of North York and
Principal Synerware EDP
Services Inc.

Senior Systems Integrator
Project Management Office
Information and
Technology
City of Toronto

Nigro, Vince

Planning Department, City Not working
of Toronto;
Sales Representative
MFP Financial Services
Ltd.

O’Brien, David

City Manager,
City of Mississauga

President and
Chief Executive Officer
Toronto Hydro

O’Brien, Richard
Murrough (Dick)

Councillor
City of Toronto
and
Project Director for the
City’s Year 2000 Program

Chair
Toronto and Region
Conservation Authority

O’Neil, Daniel James
(Dan)

Director of Sales and
Marketing
Technology Management
Finance
Bombardier Capital

President
ON&Y Services Corp.

Pagano, Lou

Director
Purchasing & Materials
Management
City of Toronto

Same
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Name

Employment in 2000

Employment When
Testifying

Parent, Debra Marie

Manager
Web Management Services
City of Toronto

Same

Parker, Phillip A.

Private Investigator

Same

Payne, Irene

Vice-President
Sales
MFP Financial Services
Ltd.

President and
Chief Executive Officer
Bucknall Inc.

Peerenboom, Harold
(Harry)

Chair
Toronto Harbour
Commission

Founder and President
Mandrake Management

Pessione, Sandy

Business Development
Manager
MFP Financial Services
Ltd.

Project Manager
Electronic Service Delivery
Ministry of Consumer and
Business Services

Power, Brendan

IT Consultant to the
City of Toronto and the
Year 2000 Project Oflfice

Brendan Power and
Associates

Punniyamoorthy, Sangeetha Student, Osgoode Hall Law Associate
School
Dimock Stratton LLP
Pupulin, Stella

Administrative Assistant to
Councillor Tom Jakobek
City of Toronto

Clerk’s Office
Corporate Services

Quaintance, Wendy

Supervisor
Regional Customer Service
Revenue Services
City of Toronto

Supervisor
Customer Service CoOrdination Revenue
Services
Finance Department
City of Toronto

Rabadi, Nadir

Supervisor
Financial Services
Works and Emergency
Services
City of Toronto

Same
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Ridge, James

Executive Director
Information and
Technology Division
City of Toronto

Same

Ripley, Robert
(Bob)

Manager
Revenue Accounting,
Billings and Meter Services
City of Toronto

Treasurer
City of Orillia

Rodrigues, Margaret

No long at the City of
Toronto (former
Commissioner
Corporate Services
City of Toronto)

President, Senican
Consulting Services

Rollock, John Archibald

General Manager of
Ontario Government
MFP Financial Services
Ltd.

Operated own IT management consulting business

Scarcello, Guiliana

Administrative Assistant to
Wanda Liczyk
Chief Financial Officer &
Treasurer
City of Toronto

Administrative Assistant to
the Chief Administrative
Officer
City of Toronto

Schaubel, Jerry Douglas

Director
Audit Services
City of Toronto

Director
Auditor General’s Office
City of Toronto

Shay, Irit

Co-Manager
Same
Royal de Versailles Jewellers
Inc.

Shiner, David

Councillor
Chair of the Budget
Advisory Committee
City of Toronto

Councillor
City of Toronto

Shultz, Alan
(Al)

Director
Accounting Services
City of Toronto

Treasurer
Township of Uxbridge
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Employment When
Testifying

Simone, Robert
(Rob)

National Sales Manager
Vice President of Finance
Dell Financial Services Ltd. Ontario Power Contracting

Stagliano, Cathy

Administrative Assistant to
Stephen Wong
Director of Information
and Application Services
Information and
Technology
City of Toronto

Same

Stevens, Robert Brian
(Brian)

Vice President of Debt
Placement
and Treasurer
MFP Financial Services
Ltd.

Same

Stratton, Bruce

Barrister and Solicitor
Dimock Stratton LLP

Same

Sutherland, Paul

Member
Toronto Transition Team
City of Toronto

Senior Associate
Municipal Affairs
Hill & Knowlton

Thompson, Michael

Executive Assistant to
Councillor Lorenzo
Berardinetti
City of Toronto

Ran his own consulting
company

Toms, David
(Dave)

Director of Public Sector
Dell Canada Inc.

EMC Canada

Viinamae, Lana

Director,Year 2000 Project
Director, Computer
Operations and
Telecommunications
Acting Senior Project
Director, Master
Accommodation Plan
Acting Director, Capital
Information and
Technology Projects
City of Toronto

Consultant
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Name
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Employment When
Testifying

Vizzacchero, Frank Ennio

Director
Management Information
Systems
City of North York

Consultant
Accord Plastics Corp.

Watkiss, Ulli

City Clerk
City of Toronto

Same

Wilkinson, Robin Langley
(Rob)

Vice President
Sales Support and Special
Projects
MFP Financial Services
Ltd.

Same

Wolfraim, J. Peter

President
MFP Financial Services
Ltd.

Same

Wong, Stephen

Director of Information
and Application Services
Information and
Technology
City of Toronto

Same

Wright, John

Director
Information and
Technology
City of Brampton

Commissioner
Management and
Administrative Services
City of Brampton

Zamiara, Emile

Internal Auditor
Toronto Parking Authority
City of Toronto

Same
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PARTIES WITH STANDING AND COUNSEL
Party
Andrew, Jim

Standing In

Lawyers Who Appeared
at the Inquiries

TCLI

Hugh M. MacKenzie
Patricia Kelly
Jennifer Searle

TECI

Conor O’Hare

City of Toronto

TCLI and TECI

Linda Rothstein
Gordon Capern
Robert Centa
Lily Harmer
Andrew Lewis

CUPE Local 79

TCLI and TECI
(special standing)

Melissa J. Kronick
Josephine Petcher

Dell

TCLI and TECI

Valerie A.E. Dyer
Stephanie Kaufman

Domi, Dash

TCLI

Paul J. J. Cavalluzzo
Benjamin A. Barnes

Hsu, Ball

TECI

Brian Heller (on motions
only)

Leggieri, Paula

TCLI
(limited standing)

James C. Orr

Liczyk, Wanda

TCLI and TECI

William D. Anderson

Lyons, Jeffery

TCLI and TECI

Todd B. White
Richard W. Auger
Rob Mullin

MFP Financial Services
Ltd.

TCLI

David C. Moore
Kenneth G.G. Jones
Fraser R. Berrill

Power, Brendan

TCLI and TECI

Bryan McPhadden

Viinamae, Lana

TCLI

Raj Anand
Bay Ryley

TECI

Robert Brent
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INQUIRY STATISTICS
First Day of Hearings

September 30, 2002

Last Day of Hearings

January 7, 2005

Hearing Days

214

Witnesses (some of whom testified in
both inquiries)

156

Parties with Standing

22

Lawyers

60+

Participants in the Good Government
Phase

41

Pages of Documents

124,000+

Pages of Submissions

2,803

Pages of Transcripts (approximate)

53,000

Budget

Based on our forecast at the time of writing this report, the inquiries will be within
the budget of $11,392,000 approved by
City Council in February/March 2005.

Appendix C: Inquiry Statistics

I NDEX

A
Abrams, Jeff, 304
Altman, Don, 253, 254, 258–260, 266,
278, 279, 315
American Management Systems (AMS),
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