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: 1 APPEARANCES FOR CITY OF JACKSONVILLE: 1 MR. NINS; This recorded interview is being
2 SEAN GRANAT, ESQUIRE 2 nducted at 301 West Bay St ite 1400
CHRISTOPHER GARRETT, ESQUIRE s e s
3 STEPHEN . POWELL, ESQUIRE 3 JﬂC'GOﬂ\’I"C. Florida. Today s date by my phclne 18
SONYA HARRELL, ESQUIRE 4 January 21st, 2020, and the time by my cell phone
a ADINA TEODORESCU, ESQUIRE 5 is 9:36 o.m.
JON PHILLIPS, ESQUIRE | ; D ins. T d
s LAWSIKIA HODGES, ESQUIRE 6 1 om Investigator Derronne Nins. I'm employe
Office of General Counsel 7 by the Office of Inspecior General with the
6 117 West Duval Strect, Suite 480 8 City of Jacksonville. The Office of Inspector
Jacksonville, FL 32202 . _
5 ] General is assisting the Office of General Counsel
8 10 with its investipation regarding Aaron Zahn, former
9  APPEARANCES FOR OFFICE OF INSPECTOR GENERAL: 11 CEO of JEA.
10 DERRONNE L. NINS, INVESTIGATOR s g
Office of Inspector General-City of Jacksonville 12 MAF. ey yti'se belig il ervacwiod 5.8
11 231 East Forsyth Street, Suite 470 13 subjeet in this investigation, The attomeys who
Jacksonville, FL 32202 14 will be interviewing you are Stephen Powell, Scan
ii 15 Granat, Chris Garrett, Sonya Harrell, Adina ...
14 16 MS. TEODORESCU: Teodorescu.
18 ALSO PRESENT: JOHN MULLEN, ESQUIRE 17 MR. NINS: - and Jon Phillips.
ie J.JACOB R. PEEK, ESQUIRE 18 As a commissioned notary public in the state
17 19 of Florida, | am authonized to administer oaths.
1B 20 Please be advised any false statements made during
;z 21 your interview or sttempts to obstruct the Office
21 22 of General Counsel's investigation may be used in a
22 23 subscquent prosecution against you.
it 23 24 Please raise your right hand.
- A
U 25 25 Do you, Aaron Zahn, swear to tell the truth,
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3l the whole truth, and nothing but the truth? 1 MR. MULLEN: Thank you.
2 THE WITNESS: 1 will. 2 BY MR. GRANAT:
3 MR. NINS: Thank you, sir. 3 Q And because we're making a formal record here,
q Have any promises, threats, or inducements of 4 will you stale your name?
5 any nature whatsocver been made by me in order to S A Aaron Zahn.
€ obtain your consent 1o this statement? 6 Q Okay.
7 THE WITNESS: No. 7 MR. MULLEN: And for the sake of the record,
8 MR. NINS; Do you understand this recorded 8 with Aaron is John Mullen as counsel, and also 1o
9 interview will be subject to public disclosure 9 my lefi, Jacob Peck as counsel.
10 pursuant 1o Public Record Law and other laws of the 10 BY MR. GRANAT:
11 State of Florida? b1 Q Okay. I'm going to be asking you about some
12 THE WITNESS: Yes. 12 documents and other things, and so I have copies. |
13 MR. NINS: Thank you very much, sir. 13 have one copy for counsel of my documents, Okay? |
14 AARON ZAHN, 14 didn't know that there would be two, but I'll just use
15 having been produced and first duly sworn as a witness, 15 these -
16 testified as follows: 16 My intention is 10 label the copy 1 give to
17 EXAMINATION 17 Mr. Zahn that will be attached to the record, and then
18 BY MR.GRANAT: 18 counsel can keep the copy. So I'll just use these
19 Q Moming, Mr, Zahn, My name is Sean Granat, 19 exhibit stickers.
20 I'm an attorney with Office of General Counsel. ! know 20 So we'll stant with Exhibit 1. We'll just
21 we have a big team here. I'm just going to ask them to 21 call this ~ Exhibit 1 and 2 are going to be Mr. Zahn's
22 just do some introductions so you know who everybody is. 22 employment contract and employment separation - Form of
23 MR. POWELL: I'm Steve Powell. Good moming. 23 Separation and Transition Agreement. Okay?
24 MR. GARRETT: Chris Garrett. 24 (Exhibit Numbers 1 and 2 were marked for
25 MS. TEODORESCU: Adina Teodorescu, 25 identification.)
Page 6 Page 8
1 MS. HARRELL: Sonya Harrell. 1 BY MR. GRANAT:
2 MR, PHILLIPS: Jon Phillips. We've met 2 Q And another —
3 before. 3 MR. MULLEN: Thank you.
4 BY MR. GRANAT: 4 Q - thing, if I hand you a document, please
5 Q And these are all attomeys with OGC. 5 take your time to review it. Take all the time you want
6 Before we get started, | had a discussion with 6 and let me know when you've done that. Okay?
7 your attorney, John Mullen. We sent you a Garity 7 A Uh-huh.
8 Rights form that we don't have printed yet, but we will 8 Q Have you reviewed the documents, Exhibit 1 and
9 at one of the breaks and have you sign, but it's, | 9 2?7
10 think, everyone's understanding that this is a compelled 10 A Yes, They appear to be the -- my contract.
11 interview at the request of the JEA board and Melissa 11 Well, this ane appears to be the formal contract and
12 Dykes, and so full Garrity protections are in effect 12 this one appears to be the separation,
13 regarding this interview. 13 Q And is Exhibit 1 the contract that you entered
14 MR. MULLEN: That's understood, Sean. Thank 14 into on July 23rd, 20197
15 you, 15 A That's how it would appear by the signature
16 BY MR, GRANAT: 16 page.
17 Q And also, before we get started, 1 do think 17 Q Any reason to doubt this is -
18 we'll be here most of the day. We want everybody to be 18 A No,
19 comfortable, so if you need 1o take a break, let us 19 Q - your contract?
20 know, We can do that. It's not an endurance test. 20 Okay. So | just want to go over some of the
21 If you necd to confer with your counsel, as 21 terms of your contract.
22 long as therc's not a question pending, let me know and 22 On the second page, on Paragraph 1.2, it talks
23 we can do that and break whenever you'd like, any 23 about Terms and Duties. And really this contract, would
24 comfon breaks. And that's for your attomneys as well. 24 you agree, has no ending term? |t would extend in
25 Okay? 25 perpetuity until it was terminated through either cause
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Page 9 Page 11
1 or without cause? Or there's a death or disability 1 A Uh-huh.
2 provision as well. 2 Q - plan?
3 A Yes, 3 That's basically — is that's what -- is that
4 Q Mr. Zahn, when you entered into this contract, 4 what is considered the short-term incentive plan at JEA?
5 were you aware that there was no end date? 5 A I is the shon-term, yeah, annual pay for
6 A Actually, | thought it had a six-year - my 6 performance plan.
7 thought — not specifically in terms of — | thought 7 Q And did you ever receive a bonus through that
] 3.1.6 kind of broadened the six-year effective date, ] plan?
9 but —- 9 A Yes, I did. In conjunction with all 2,000
10 Q Well, doesn't 3.1.6 say that if you're 10 employees, [ received it either in November, | believe,
11 terminated without cause or for good reason within six 11 or - of this - of the past year.
12 years, then you would get a 12-month consultation 12 Q O0f2019?
13 agrecment? 13 A Correct.
14 A Yeah, you're correct. Yeah, so... 14 Q And what was the amount of your bonus?
15 Q But would you agree as it stands, this 15 A 1 don't recall specifically, but my guess
16 contract makes you the permanent CEO of JEA forever 16 would be somewhere between 25- and $30,000.
17 until you're terminated — 17 Q And did your senior leadership team also
18 A Orresigned. 18 receive boruses under this pay for performance plan?
19 Q - with or without cause or you resign or the 19 A All 2,000 employees received bonuses. So yes,
20 death or disability clause kicks in? 20 senior leadership and all 2,000.
21 A Orresign, yeah. 21 Q And did your senior leadership tcam receive
22 Q Okay. Also on Page 2 it talks about an annual 22 bonuses in the five figures?
23 salary. Do you see that? 23 A 1 am not aware of their specific figures,
24 A Uh-huh. 24 Q Okay. And Paragraph 2.3 of your contract, it
25 Q Your annual salary as of July 23rd, 2019, was 25 provides you with an avtomobile allowance of $850 a
Page 10 Page 12
1 £520,392 per year? i month; is that right?
2 A Correct. 2 A Comect
3 Q  And that was actually made retroactive to some 3 Q And so monthly that would be a little over
4 period in the past; is that ripht? 4 $10,000 a year?
5 A Per the board's request. 5 A Comect. This was directly from the prior
§ Q But it was made retroactive? 6 CEOQO's employment agreement.
7 A Per the board's request. 7 Q lunderstand that. But it's in your contract;
8 Q So did you receive a lump-sum payment of back 8 right?
9 pay? 9 A ltis.
10 A 1do not recall, but | do know that the board, 10 Q And then the next paragraph grants you, it
11 in discussing this contract, requesied that it be made 11 says, business allowances, and it provides you with
12 retroactive 1o the date of when | was first appointed 12 $2,200 monthly for general business expenses -
13 the permanent CEO. 13 A Cormect.
14 Q Do you recall what that date was? 14 Q --is that right?
15 A November 27th, 2018. 15 And so annualized, that's over $26,000 a year;
16 Q 2018, okay. 16 is that right?
17 And also in Paragraph 2.1 of your contract, it 17 A Approximately, yes.
18 also says that every 12 months there's going to be a 18 Q Okay, And then in Pamgraph 2.5, there's $50
19 review and perhaps an adjustment of your salary with the 19 for parking, so that’s roughly $600 a year.
20 market — 20 Paragraph 2.7 grants you 280 hours of leave
21 A Comect. 21 annually; right?
22 Q --isthat right? 22 A Yes.
23 On the third page of your contract in 23 Q And then the next page, Paragraph 2.8, says
24 Section 2.2, it says you're qualifted for a pay for 24 you get all the fringe benefits, healthcare, general
25 performance — 25 employee benefits that other employees at JEA get;
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Page 13 Page 15
1 comrect? 1 A Yes.
2 A Yes. 2 Q And also you get -- you'll receive 20 weeks'
3 Q Italso includes a half-a-million-dollar 3 worth COBRA payments paid by JEA; comrect?
4 insurance policy that's paid for by JEA, is that 4 A Yes.
5 correct? 5 Q And then, as we discussed carlier, 3.1.6 of
6 A Yes. 1 believe JEA's policy around life 6 your contract says if you're terminated without cause or
7 insurance is one times the base salary, so that would be 7 for good reason within six years, you would get a
8 approximate. It's in here as 500, but the policy for 8 12-month consulting agreement that is the subject of
9 all employees is to provide that. 9 Exhibit 2, the Form of Separation and Transition
10 Q And it's in your contract as well? 10 Agreement; comect?
13 A Correct. 11 A Correct.
12 Q And then it also says in Paragraph 2.9 you 12 Q And part of that Form of Separation and
13 panicipate in either the pension program or a 401(a), 13 Transition Agreement also includes a mutual release?
14 defined contribution plan; correct? 14 A That's correct.
1s A Correct. 15 Q So that's all part of your contract; right?
16 Q Then in Section 3.1, there's a - it explains 16 A Caorrect.
17 four different ways the contract can be terminated; for 17 Q Allright. | want to back up and ask you
18 cause, for good reason, upon the employec’s death or by 18 about 2.4, Busincss Allowance provision, the $2,200 a
19 either party without cause; is that comrect? 19 month that you're provided.
20 A Correct 20 What's your understanding of what that's for?
21 Q InParagraph 3.1.1, cause is specifically 21 A So as a govemment cmployee, oficntimes |
22 defined. Would you agree with that? 22 would take my team fo lunch or | would take, you know --
23 A Yes. 23 and it was previously in the prior CEQ's contract as his
24 Q Are youaware of who drafled the for-cause 24 business allowance. And it allows for me 1o spend money
25 terms in your contract? 25 on cofTees, dinners, where I'm paying for myselfl in
Page 14 bPage 16
1 A So it would be a collaboration of counsel 1 order to, you know, make sure I'm complying with all,
2 Shane Mufioz that was engaged by myself and three other 2 you know, laws and ethics codes.
3 senior Jeadership team members, and then a draft — in 3 Q But is this money that's put into your
4 order to produce a draft that was then produced for 4 paycheck that you receive every month —
5 Pillsbury, Foley, and OGC to finalize and complete. 5 A Yes.
6 Q Do you have a copy of the — and say the name 6 Q - whether you spend it or not?
7 of the lawyer again. Shane who? 7 A Yes.
8 A Shane Muiioz. 8 Q Okay. So was it your undersianding that this
9 Q Muifioz. And what law firm s he with? Is 1t 9 business allowance, this $2,200 a month, was to be used
10 Ford & Harrison? 10 by you for business expenses, or was this just another
11 A Yeah, Ford Harrison. 11 way for you to increase your salary?
12 Q Do you have a copy of the draft that you i2 MR. MULLEN: Object 1o the form of the
13 received from Shane Mufioz that you provided to one of 13 question,
14 the JEA's atiorneys? 14 You can answer.
15 A | think we provided that as part of the 15 A It was, again, 3 - this was a paragraph that
16 production - 16 typically was in the prior CEO's contract and was -
17 MR, MULLEN: We produced - 17 came out of the OGC’s approved form contract, and it was
18 A - request. 18 intended 10 use business expenses.
19 MR. MULLEN: That prior to today. 12 And if | recall, 'm pretty sure almost every
20 MR. GRANAT: Youdid? Okay. 20 month | either met or exceeded that relative to paying
21 BY MR. GRANAT: 21 for myself on doing things, you know.
22 Q In Paragraph 3.1.5 of your contract, it 22 Q When you're referring to the prior CEQ's
23 provides that if you're terminated without cause or for 23 contract, are you talking about Paul McElroy?
24 good reason, you receive 20 weeks of severance, 24 A Yes.
25 basically; is that right? 25 Q Do you know - so you believe Paul McElroy's

Electronically signed by Heather Thomas (401-385-656-8432)

4 (Pages 13 to 16)

d6e11388-8522-44da-9afc-320880fb 1921




Page 17

Page 18

1 contract included a business allowance provision as 1 interim CEO centract drafied by OGC. That was the form
2 well? 2 contract that - that was provided to Shane Muiioz to
3 A Yes. 3 update with a — with more normal employment terms.
4 Q Do you know how much per month he received? 4 And then that — and that actually did not
5 A ldon'L 5 include a form of separation, transition or a muiual
6 Q Okay. Did you keep receipts or records of 6 waiver of release. Actually, that was just a simple
7} your expenses that you used your business allowance to 7 employment agreement with far less. And then that
8 pay for? 8 version was provided to OGC and their special counsel to
9 A No, not specifically. 9 complete and review with, you know, compensation
10 Q It wasn't required? 10 commitiee members as well as the Chair.
11 A No. 11 Q So Ford & Harrison took your interim contract,
12 Q So if there was money lefl over from your 12 modified it, and it was presented 1o OGC; is that --
13 business allowance, the $2,200 a month, that you didn't 13 A Uh-huh.
14 spend, is that just money that you kept for yourself? 14 Q - right?
15 A In that hypothetical situation, sure. 15 Was it presented to OGC by Ford & Harrison or
16 Q You don't think that ever occurred? 16 by you?
17 A | know 1 paid for a lot of things out of my 17 A 1don't recall.
18 own pocket just as a standard matter of course in order 18 Q And you said that there were some others of
19 1o make sure [ was always paying for my own way. 19 the senior leadership team that had retained
20 Q Okay. You've been on paid administrative 20 Ford & Harrison. Who were those?
21 {eave for, I think it's been over a month now; is that 21 A Melissa Dykes, Herschel Vinyand, and
22 right? 22 Ryan Wannemacher,
23 A Yes. 23 Q Do you know when you hired Ford & Harrison?
24 Q And in your paycheck that you received, did 24 A It would have been, | believe, late May.
25 you receive the business allowance pay for this past 25 Q or
Page 18 Page 20
1 month? 1 A Or2009.
2 A ldid. 2 Q 2019
3 Q Did you return that to JEA? 3 A And | had discussed it with the Chair of the
4 A Am | required 107 4 board that, you know, we were doing strategic planning,
5 Q I'm just asking if you retumned it. 5 and we needed 1o contemplate giving senior leadership
6 A | used well in excess of that to pay for my 3 protections because of - well, all of the politicat
7 attomneys, you know, 10 -- which | don't know if that's 7 sensitivities around all the strategic planning that we
8 a business allowance -- or business expense or not, but 8 were doing,
9 it's centainly - I've applied substantizlly multiples 9 And so0 -- and so [ said, well, you know, | can
10 of that paying for attomeys to deal with JEA matters, 10 certainly serve up a draft and then give it to JEA's
11 Q For your personal matters? 11 counsel, and you guys can work through it.
12 MR. MURPHY: Object 1o the form of the 12 Q So why did you feel the need to hire outside
13 question, 12 counsel?
14 You can answer. 14 A Well, in employment matters, my understanding
15 A 1don't -- some might be JEA matters, some 15 is | needed my own attomey, and OGC and Pillsbury and
16 might be personal matters. 16 Foley would be representing the interests of JEA. And
17 Q And what attomeys are you referring 10? 17 so | needed my own counsel.
18 A Phelps Dunbar and Peck & Associates. 18 Q Okay. Do you know who at OGC received the
19 Q Any others? 19 contract from either you or Ford & Hamison?
20 A No. 20 A My understanding was Lynne Rhode received it,
21 Q So you told me that the first - well, let me 21 and then | believe you reviewed it. At least that was
22 ask you this. 22 my understanding. And then Pillshury and Jessica Lutrin
23 The first draft of your contract was done by 23 and then Kevin Hyde of Foley.
24 Ford & Harrison? 24 Q What makes you think I reviewed your
25 A No. The first drafi of the contract was the 25 employment contract?
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1 A My understanding was that Lynne would meet 1 Q And who was that negotiation between?
2 frequently on matters with OGC, with special counsel at 2 A | spoke at length with April Green about it,
3 OGC around -- and you're the specialty employment 3 about the - afl the -~ about all the terms and
4 attommey. 4 conditions. I know she reviewed a copy of it, and
5 I've seen memos on other employment-related 5 Camille Lee-Johnson reviewed a copy of it.
6 matters between you and her that have been produced 6 In fact, actually, I talked about it with
7 recently. Sol .. 7 Reverend Newbill. Actually, many of the board members,
8 Q So did Lynne Rhode receive the contract from g8 because it had a substantial pay increase from my
9 Ford & Harrison or you? 2 interim from 330 10 520. We talked about where the 520
10 A Yos 10 came from. That was the prior CEOQ's salary.
11 Q Do yeu know whether she did or not? 11 The 20 -- the 850 remained the same as what
12 A Yes. | mean — no, | cannot confirm who 12 was in my interim CEO contract, because -- you know, the
13 exactly received it, whether it was Lynne or special 13 business altowances in my interitn CEO contract. Pay for
14 counsel. 14 performance was part of -- so we went through this -
15 But, you know, what I do know is that once it 15 and ] went through this with most of the board members
16 was delivered to the right party -- and you would have 16 1n terms of reviewing my contract, correct.
17 an email of that, | would imagine - all the remaining 17 Q Do you know how Pillsbury became involved with
18 development of this contract was developed by JEA's 18 your contract?
13 counsel. 19 A 1 would imagine at the direction of OGC. They
20 Q And so was your undersianding that the CEC's 20 brought in special employment ...
21 contract is something that should be negotiated between 21 Q  Your understanding is that OGC brought in
22 the CEO and JEA through counsel? 22 Pillsbury to work on your employment contract?
23 MR. MULLEN: Object to the form of the 23 A Well, Pillsbury was engaged by OGC, and
24 question. 24 Pillsbury was brought in for a number of - and Foley,
25 You can answer. 25 by the way, were brought in for a number of -- | haven't
Page 22 Page 24
fi A Inegotiated it with April Green and Camille 1 seen their engagement letters, but as 1 understand it,
2 Lee-Johnson, the compensation Chair and the Chair of the 2 Pillsbury and Foley were brought in for a whole myriad
3 board, and presumably they were consulting with OGC 3 of cngagements.
4 and ... 4 Q When you say Pilisbury and Foley were brought
5 Q Did you ever direct JEA's attorneys as to what 5 in by OGC, you understand that any of the independent
6 your contract should include? 6 agencies or depanments of consolidated government must
7 MR. MULLEN: Object to the form of the 7 o through OGC to retain outside counsel, don't you?
B question. | A ldo.
L You can answer, 9 Q And so was it al your request of your
10 A I'm not clear on the question. Did I direct 10 direction that Pillsbury was retained by OGC?
11 on what my contract should include? 11 A So when we were getting ready for the July
12 Q Did you ever tell one of the OGC - I'm 12 board mecting, [ spoke with Jason Gabriel, and we talked
13 sommy — one of JEA's attomeys, whether it was OGC or 13 about the potential of issuing the ITN. We were also
14 Foley or Pillsbury, what should be contained in your 14 going through collective bargaining, or at least getting
15 contract? 1s ready for collective bargaining.
16 MR. MULLEN: Object to the form of the 16 And my understanding is that OGC, through
17 question. 17 Jason Gabriel and Lawsikia Hodges, had interviewed —
18 You can answer, 18 back when Paul McElroy was the CEO and you -- and this
19 A 1was given drafts from OGC and Pillsbury to 19 whole privatization thing kicked up with them, my
20 provide comment on. In tetms of directing what should 20 understanding was OGC interviewed Pillshury and Skadden
21 be contained in t? Certainly we gave the first draft. 21 and Latham Watkins and Kirkland Ellis.
22 1 don’t know what your - 22 And s0 in the discussion with Jason, he said,
23 Q Was there a back-and-forth negotiation of your 23 do you have a preference? And | said, all things
24 contract at all that you know of? 24 considered, Pillsbury is a great firm.
25 A Yes. 25 Q Do you have any connections with Pillsbury —
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1 A Yeah, 1 contract? No. What I did do is we had a Willis Towers
2 Q - or anyone who works there? 2 Watson report that had total compensation analysis. It
3 A Uh-huh, 3 also had a whole bunch of, you know, market information.
4 Q What's the connection? 4 1 did go through each of the terms and say, here's where
& A 1know Stephen Amdur, the managing pariner, 5 we are,
6 very well for n number of years. (3 We specifically discussed a lot of the — you
7 Q And how do you know him? 7 know, for example, one substantial discussion point with
8 A Through college, actually. 8 a lot of the board members was the salary. It's
9 Q You were friends at college? 9 certainly a hot button issue within the media. But when
10 A Yeah, we were friends. 10 you look at the market comps, that salary is not close
11 1know a lot of the other partners at the 11 to the 50th percentile, which was the board policy.
12 other law firms, too, though, so ... 12 Q Earlier, though, you told me that the salary,
13 Q Right 13 the 520, came from the prior CEO.
14 So your understanding was that Pillsbury and 14 A ldid, and I chose that specifically because |
15 Foley and OGC were representing the board regarding your 1s was sensitive 1o the public relations issues of it.
16 contract, and then on the other side was you and 16 Q Did you tell the board that's where you got
17 Ford & Harrison; is that right? 17 that figure from?
18 A Yes. 18 A Yes.
19 Q Do you know if Ford & Harrison ever had any 19 Q Okay. So you did, at least for salary,
20 communication with Pillsbury or Foley or OGC reparding 20 compare your contract to Paul McElroy's contract; right?
21 your employment contractl? 21 A 1didn't compare it. What I did was | was
22 A 1am not aware of that. 22 trying to find a number that would not create a media
23 I'm net sure | need - required them 1o 23 storm. And so the idea was very simply just go back and
24 provide, you know, other services in terms of ... 24 lock a1 whatever his salary was, and that's why [ think
25 Q So did your contract, your permanent contract, 25 520,239, and ...
Page 26 Page 28
i ) Exhibit 1, differ from Paul McElroy's prior contract? 8 ; Q Did you tell the board that's where you got
2 A Yes. 2 the number from?
3 Q How did it differ? 3 A Again, yes.
4 A 1don't have Paul McElroy's contract in front 4 Q Did you not think it was important 1o let the
5 of me to go line by line. 5 board know how your contraci differed from the prior
€ Q Did your contract contain benefits that Paul's [ CEO's contract?
7 didn"? 7 A | would imagine that would be the duty of OGC,
B A Maybe. 8 Pillsbury, and Foley as counsel, il the board members so
9 Q Aswesil here today, you don't know? 9 chose to investigate that.
10 A It certainly had - you know, his had benefits 10 And I'm not sure comparing myself to the prior
11 I rernember that mine didn't include. 11 CEO's contract is relevant to a negotiation where I'm
12 Q What were those? 12 1alking about my own contract.
13 A | think he had like an executive pension 13 Q Soas the interim CEO who's going to be the
14 program that we didn't have. And then | know that the 14 permanent CEO, you didn't fecl that it was appropriale
15 difference between the interim CEQ, which was really i5 for you to let the board know how your contract was
16 predominantly the mirror image of his, and that mine 16 going to differ from the prior CEO's contract?
17 incorporated standard employment terms that we just 17 MR. MULLEN: Object 10 the form of the
18 discussed, ie question,
19 Q Youtold me carlier that you met with board 19 You can answer.
20 members to discuss your permanent contract? 20 A Sol was the permanent CEO when this contract
21 A And other senior leadership contracts. 21 got signed, and [ had been for six months. | actualty
22 Q Did you discuss with those board members what 22 discussed with the board and compensation commitiee
23 the differences were between your current contract and 23 members, living undemecath the interim, kind of -- we
24 Paul McElroy's contract? 24 re-signed, | believe, in January of - the same contract
25 A Did ] compare my contract to Paul McElroy's 25 that just removed the term "interim.”
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Page 29 Page 31
: And the rationale was that we were going 1 A | can't opine on that. I'm not a public
O 2 through a full analysis of compensation for the entire 2 sector expert - employment expert,
3 company for all 2,000 employees, and | had made o 3 Q Are you aware of any other public sector job
4 promisc 10 the board and te the union leaders that 1 4 where you've seen a CEO with a Form of Separation and
S would not ask for a, you know, employment agreement with 5 Transition Agreement like yours?
[3 the board until such time as all 2,000 employees 1o1al € MR. MULLEN: Object to the form of the
7 compensation - the tolal compensation strategy was 7 question.
B completed and until such time as all 2,000 employees 8 You can answer.
9 were taken care of, 9 A Paul McElroy got a Form of Separation and
10 Q [I've heard you say that before. But you said 10 Transition Agreement. [ don't have — we asked for a
31 you wouldn't take ~ you wouldn't worry about your 11 copy of it, and we haven't received it. But he had a, |
12 contract until the total compensation plan was passed by 12 want to say, nine month or six month or something like
13 the board; is that right? 13 that.
14 A Correct. 14 Q Have you seen his form of separation
s Q And that total compensation plan included a 15 agreement?
16 long-term incentive plan as well; right? 16 A 1 was on the board when it was approved, and
17 A Comect, 17 it had a whele bunch of indemnifications, and it paid
18 Q So you didn't want to enter into your 18 his salary for that period of time.
19 permanent CEO contract until the board approved the 19 Q And do you think that your form of separation
20 long-term incentive plan as well; correct? 20 agreement mirrors his? Does yours have increased
21 A | didn't want to enter into the contract until 21 benefits over his?
22 all total compensation for the whole company had been 22 A We've asked for that and have not received
23 established. 23 that.
24 Q And that would also include the long-term 24 Q Don't know?
25 incentive plan; right? 25 A Ican - is it going to mirror his? Probably
(::) Page 30 Page 32
1 A It would include benefits. It would include, 1 not, because, you know, these documents were drafled by
2 you know, the terms for collective bargaining. It would 2 different attomeys.
3 include everything, so -- taking care of all 2,000 -~ 3 (Exhibit Number 3 was marked for
4 and yes, it would include the long-term as well. 4 identification.)
5 Q Your contract contains a Form of Separation 5 BY MR. GRANAT:
6 and Transition Agreement that we discussed, right, if 6 Q Show you Exhibit 3. Give you a minute to take
7 you're terminated within the {irst six years? 7 a look at that. Give your attorney a copy of it as
8 A Correct, 8 well.
9 Q It's a pretty substantial agreement with some 9 A Okay.
10 pretty substantial benefits; would you agree? 10 Q  And this Exhibit 3 is a series of emails
11 MR. MULLEN: Object to the form of the b3 1 discussing Paul McElroy's Transition Services Agreement,
12 question. 12 correct?
13 You can answer, 13 A Yep.
14 A | don't agree. 14 Q And his transition services agrecment, the
15 Q You don't agree that a [2-month - 15 two-page document is attached?
16 A [I'veseen - no. I've seen far more 16 A Yes,
17 substantial employment agreements through my career as a 17 Q And through the email, Jon Kendrick, who's the
18 CEO and as a privale equity. 18 VP of HR - is that right —
19 Q Okay. Let me rephrase the question, 19 A Cormect.
20 Your Form of Separation and Transition 20 Q - is discussing the agreement with you?
21 Agreement contains prefty substantial benefits for a 21 A Correct.
22 public sector job, doesn't it? 22 Q And then at the top, there's an email from you
23 MR. MULLEN: Object to the form of the 23 10 Jessica Lutrin,
£h 24 question. 24 A Uh-huh.
U 25 You can answer. 25 Q Who is Jessica Lutrin?
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Page 33

Page 35

1 A She's special counsel to OGC at Pillsbury for 1 before or hasn't seen recently.

2 employment-related matters. 2 MR. GRANAT: Surc.

3 Q And you say special counsel to OGC. She was 3 BY MR. GRANAT:

4 warking on JEA matters; correct? 4 Q And if you want to take a minute 10 review

5 A Yes. 5 this further, | 1old you at the beginning, I want you to

6 Q Did you have a lot of contact over the last 6 take all the time you need —

7 year with Jessica Lutrin? 7 A Sure.

8 MR. MULLEN: Object to the form of the 8 Q - to review documents.

9 question, 9 A Itlooks like I'm providing that form of
10 You con answer. 10 separation, transition to her, again, as a starting
11 A Define "2 lot.” 11 peint for what | guess ultimately became the separation,
12 Q Youdon't know what "a lot” means? 12 transition agrecment.
13 MR. MULLEN: Object to the form of the 13 Q And what provisions did you supggest be added
14 question, 14 1o your separation agreement? What did you mean?
15 A She worked a lot with JEA cmployces ona 15 A My recollection — I'm going 1o hold these up
16 number of employment-related matters, including 16 and look at them side by side,
17 Kevin Hyde. I talked to her more around the time of, 17 Q Sure,
18 you know, the employment agreement and that kind of 18 A For example, there's a lot of severability,
1% stuff, 19 survivability, notices, waivers, typical paragraphs that
20 Q Have you met with Jessica Lutrin in person? 20 just are in normal contracts, employment agreements,
21 A Yes. 21 Compliance with tax issues, you know, execution, entire
22 Q Over a number of matters; right? 22 agreement authority. None of those typical legal
23 A Yes. But with -- not — not one-on-one. Just 23 provisions exist within this transition services
24 I met with heron - 24 agreement.
25 Q  You met with her regarding the PUP, regarding 25 Q Did you see that Paul McElroy had a mutual

Page 34 Page 36

1 the ITN; right? 1 release included in his?

2 A Yeah, in a collective meeting with 40 or 50 2 A Does he?

3 people. 3 His has the pension and supplemental pension

4 Q  And you had cmails or at least were copied on 4 pian. But it did have -- this does not look like the

5 emails to and from Jessica Lutrin, correct? 5 final one.

6 A 1have this one. I'm not sure 1 was copied 6 If it is — and the reason | recall that is

7 on - il | was copied on others. 7 there was a motion at the board meeting to include

8 Q So your email to Jessica Lutrin says, "FYL. 8 indemnification for Paul McElroy and 1 believe a

9 Here is it" -- and I'll represent what's attached to 9 release, but -- and that would be on television, from my
10 that email is this Paul McElroy contract. 10 recollection of that board meeting.
11 "Looks like we will need 10 add some 11 Q You think Paul McElroy's had a mutual release
12 additional provisions.” 12 as well?
13 A Okay, 13 A Yenoh, And the reason I know that is he was
14 Q Right? 14 hotly debating that on his -- during his resignation.
15 A Yesh 15 And actually, [ asked the question in the board meeting,
16 Q So tell me about whit you were telling 16 Paul, is there anything in your — not in this agreement
17 Jessica Lutrin, the Pillsbury attomey, and why. 17 that you wanted in this agreement?
1B A Well, 1 don't recall this email, but 18 And his statement was indemnification, whether
19 clearly — 19 it was, you know, fulsome and robust as a release as
20 MR. MULLEN: And, Scan, I'll note for the 20 well, But - and [ believe -- and there was a motion at
21 record | don't think this was one of the documents 21 that board meeting 1o include that type of language as
22 you provided 1o us ahead of time. I'm trying to -- 22 part of his protections. And that would be on - well,
23 you made some effort 1o provide me with some 23 whatever the board, you know, meeting was that -- where
24 documents before today, but Mr. Zahn may need time 24 he resigned.
25 to review a document like this that he hasn't scen 25 Q Now, you said that there were standard
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Page 39

1 contract terms that - when | asked you what the 1 a contract, bt it's not defined, that they said, well,
2 additional provisions were, you said standard contract 2 we should actually define it. And so then this was me
3 terms like severability and things like that, k| providing the prior form of the CEO's separation,
4 A Yeah, 4 transition agreement.
5 Q How were you aware of what standard contract 5 Q Okay. So what I was asking you is, do you
6 terms should be included in a separation and transition 6 recall a prior conversation or request from
7 agreement? 7 Jessica Lutrin?
] A Again, from my experience of having reviewed 8 A Request for?
9 thousands of legal documents in my career, | know what 9 Q For the transition services agreement or
10 looks like a short-term contract and what actually has 10 information about provisions that may be required?
11 appropriate contractual legal provisions. [ mean ... 11 A ['mnot sure | understand —
12 Q  You were on the board when this Paul McElroy 12 MR. MULLEN: Object 1o the form of the
13 Transition Services Agreement was entered into? 13 question.
14 A Twas. 14 A - the question.
15 Q Why didn't you insist on those standard is Q Okay. Let's back up.
16 appropriate contract terms being put inte Paul McElroy's 16 Exhibit 3 is an email from you to Jessiea, it
17 Transition Services Agreement as a board member? 17 says "Here it is."
ls A Hc was willing to accept it. 18 A Yeah, And so like! said, this would appcar
19 Q The email, Exhibit 3, your message to Jessica 19 to be a response to her request for that document.
20 is, “FY). Hereisit. Looks like we need to add some 20 Q What I'm asking you is, do you recall her
21 additional provisions.” 21 request or do you recall prior conversations with
22 Would you agree that this is evidence that 22 Jessica regarding this email or her request?
23 there had been a prior conversation with Jessica Lutrin 23 A 1don't recall prior conversations -- this is
24 and you regarding your transition and services 24 July 9th?
25 agreement? 25 Q Because would you agree you didn't copy anyone
Page 38 Page 40
1 MR. MULLEN: Obiject to the form of the 1 else; you sent this directly to Jessica; right?
2 question, 2 A Corect,
3 You can answer. 3 Q And 50 just so I'm clear, you were the
4 A Certainly at least a request for a - for Paul 4 permanent CEO at the time; is that right?
5 McElroy's separation, transition agreement, 5 A Correct.
6 Q Do you recall any other prior conversation or 6 Q And you believed it was appropriate for the
7 what that request was from Jessica? ki permanent CEO to be telling Pillsbury, an attomney who
] A So the form of separation, transition 8 is representing JEA, that additional provisions needed
9 agreement and mutual labor and release as well as the 2 to be included in your employment contract?
10 form cmployment agreements for both mysclf and the 10 MR. MULLEN: Object to the form of the
11 senior leadership, Jessica was working with Lynne and 11 question.
12 Kevin Hyde, and they were trying to complete a lot of 12 You can answer.
13 the -- you know, finish all of the fonms for 13 A 1was being responsive 0 a request. And to
14 presentation, you know, and discussion with the board. 14 remind you, April Green and Camille Johnson were part of
15 And | remember, you know, Melissa Dykes and 15 the negotiations for these and reviewed all these
16 Herschel and Ryan and Kerri and a whole bunch of people, 16 documents. As to whether or not they interfaced -- how
17 you know, it was provided to them because it was - 17 much they interfaced, [ don't know the answer to that.
18 again, it was a form for the senior leadership. 18 Q Do you know whether April Green had
19 And | think the question was from -- and the 19 conversations with Pillsbury or Foley & Lardner
20 impetus of this email was the drafl prepared by Shane 20 regarding your contract?
21 Muiioz, our attomey, and provided to you, did not 21 A No idea.
22 actually have a form document. 22 Q Do you know whether April Green or
23 And so, you know, my understanding was that 23 Camille Lee-Johnson had conversations with Lynne Rhode
24 OGC and Pillsbury and Foley were trying to — instead of 24 regarding your employment contract?
25 have a Section 3.1.6 that just left a, hey, you'll have 25 A Part of a standard process for getting ready
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Page 41 Page 43
1 for board meetings was ofientimes for April Green to 1 A Yes.
2 talk to Lynne Rhode about substantive resolutions and/or 2 Q Okay. Did you sit down with
3 documents that were going 10 be contained in the board 3 Camille Lee-Johnson and have your contract in fromt of
4 packages. So do 1 know? [ don't have specific evidence 4 you and talk about your contract with her?
s of that, 5 A 1don't know if we sat down, but we — or did
6 Q Okay. 6 it over the phone, but we talked about it,
7 A But it would seem logical 1o me that they 7 Q Do you know if she had your contract in front
8 would. 8 of her when you had that conversation?
9 Q So I think you've told me this before, but did 9 A Again, | don't recall if it was in person or
10 you specifically discuss the terms of your contract, 10 over the phone. And if it was over the phone, I can't
11 Exhibit | and 2, with April Green? 11 prove what she had in front of her.
12 A Yes, 12 Q Did you have a sit-down with Reverend Newbill
13 Q You discussed all the terms that were 13 1o discuss your contract?
14 contained in there? 14 A Ddid.
15 A 1 would review - in board packages, | would 15 Q Did you have a sit-down with Andy Allen to
16 review all documents and prepare them and make sure that 16 discuss your contract?
17 they had them to review ahead of time and then answer 17 A He would have been just coming on the board.
18 any questions that they may have, 18 1 don't recall.
19 Q So think there's a difference, would you 19 Q Think it might have been most important 10
20 agree, between handing someone a stack of documents and 20 have a sit-down conversation with a new board member to
21 saying, here they are, look through it, and let me know 21 discuss your contract that he would be voting on?
22 if you have any questions. There's that, and then 22 MR. MULLEN: Object to the form of the
23 there's going through something with someone page by 23 question.
24 page, line by line. Agreed, that those arc two scparate 24 You can answer.
25 things? 25 A My view is board members are sophisticated
Page 42 Page 44
1 A Yes, | would agree. 1 individuals that have the ability 10 review documents,
2 Q Okay. Did you go through your employment 2 and they're on a - they're on a very sophisticated
3 contract provision by provision with April Green? 3 board and have the ability to review documents and ask
4 MR. MULLEN: Object to the form of the 4 appropriale questions as board members. | certainly
5 question. 5 would, as a board member.
6 A From my recollection, yes. I went through -- 6 Q So your position is that it's on the board
? now, did | go, you know, every single little line? 7 members to review the documents and either understand
8 That's not how April Green reviewed documents. That's them or let you know that they don't?
9 not how a lot of my board members reviewed documents. 9 MR. MULLEN: Object to the form of the
10 A lot of times you'd get — we'd give it to 10 question.
11 them, give them an opportunity 1o review, say call me, 11 You can answer.
12 you know, let's talk about this. Here are the major 12 A I'mtelling you what | would do as a board
13 terms that you necd o be aware of. So | would have 13 member. And what | normally -- the normal -- what is
14 definitely reviewed the major terms. 14 normal process for any board member that's going to vote
15 Q With April Green? 1s on something is to thoroughly review, analyze, and
16 A Yes. And | actually reviewed major terms 16 understand all the provisions.
17 with, | want to say, Alan Howard, Reverend Newbill, 17 In fact, | believe the resolution that
18 Camille, because, again, the standard procedure for 18 April Green signed approving all of these documents
19 getting ready for a board meeting would be to schedule 19 specifically says that she reviewed, analyzed, and had
20 meetings with cach one of the board members and review 20 an opporiunity.
21 the major documents. 21 Q So back to my question. You didn't feel the
22 Q [ understand your standard procedure, but I'm 22 need to have a special sit-down with Andy Allen to go
23 asking you, did you go over — did you sit down with 23 over your contract?
24 April Green and have the contract in front of both of 24 A That's not what I said. 1 said | don't recall
28 you and talk about it? 25 specifically reviewing this with him. But that's just a
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Page 47

1 recollection issue. 1 don't — 1 don't recall. 1 Q And that's because Scenario 2 would require
2 Q Okay. And - 2 JEA 1o cut costs, including payroll, as a major cost
3 A 1did - Alan Howard, | did. 3 cut; is that right?
4 Q You had a sit-down with Alan Howard? 4 A Yeah. In the next year or two, 200 - the
5 A Unh-huh. 5 EBITDA will probably drop from 750 million 10 about
6 Q What about Kelly Flanagan, did you sit down 6 550 million, so that's about 5200 million of
7 with her to discuss your contract? ] profitability that will be lost.
B8 A Kelly Flanagan at the time was flying back and 8 And so cither you have to raise rates
9 forth between London and San Francisco, so my guess 9 substantially in order to cover that cost, that
10 would be that would be a phone call. 10 additional expense of Vogtle, as well as the additional
12 Q Why do the rest of the senior leadership teams 11 expense of increasing costs — throughout the
12 have contracts? 12 organization, or you need to cut costs, and that could
13 A Great question. So in discussing with 13 be done through paying off debt, reducing cutbacks, as
14 April Green and the board members the, as we all know, 14 well as - one of the initiatives was to do a reduction
is politically charged strategic planning process, one of 15 in force, yeah.
16 the scenarios that was being contemplated for voting on 16 Q And so if Scenario 2 proceeded, JEA would be
17 in July was Scenario Number 2 that would have 17 in a dire situation that would require reduction in
18 necessitated a substantial reduction in the force, 18 force; would you agree with that?
19 including a number of the senior leadership team 19 A No. | think that's a perspective that media
20 members, including myself, 20 has painted. 1don't - all the scenarios we've
21 And so we talked about -- or we talked about 21 produced are viablc business scenarios. It's justa
22 the need to make sure that you had senior leadership 22 matter of a policy decision as 1o whether or not you
23 team members that could effectively manage through that 23 wani the customer to have to pay for all the additional
24 type of transition in the event that Scenario 2 was 24 expenses increasing or you want (o, you know, take cost
25 effectuated or voled on and approved by the board in 25 out of the business and thereby not increase rates on
Page 46 Page 48
1 July, because that was one of the things under 1 your customers substantially. | don't consider that
2 consideration. 2 dire. That's just normal business.
3 In addition, you know, | had expressed to the 3 Q Allright. But under Scenario 2, you
4 board that it was my belief that, you know, senior 4 negatiated for yourself that if you were pant of the
5 leadership team members - and it's very normal in the 5 reduction in force, you would receive 12 months of
6 industry for vice presidents and above 1o have 6 continued pay?
7 employment agreements that give them protection, because 7 A So part of that discussion, number one, was we
8 they're in high tumover roles and they have a lot of 8 have a very complicated lawsuit around Vogtle, which is,
9 exposure. 9 you know, our nuclear contract that I'm a key panty in,
10 Q Are you aware of any other public secior 10 that don't know the period of time that that would take
11 utilities where senior leadership teams have employment 11 to resolve, if ever. So there was a discussion about
12 contracts? 12 how long would that take.
13 A 1 know it's very normal for the CEQ. Asto 13 There was a discussion about you don't just do
14 whether the large public power entities go another layer 14 a reduction in force overnight. You have 1o manage
15 down, | don't have specific knowledge of it, but it 15 through it and establish new processes and protoeols and
16 wouldn't surprise me, 16 make sure that the organization structure was in place,
a fry Q Within the consolidaied City of Jacksonville, 17 There was we have -- there were a number of,
18 are you aware of anyone other than CEOs of independent 18 call it major tail issues that that 12 months was
19 agencies who have employment contracts? 19 intended for me 10 provide those services. And again,
20 A lhave not reviewed all the other independent 20 the idea for it really came from Paul McElroy, because
21 agencies, 21 one of the reasons we - the board asked him to stick
22 Q And so if | understand correctly, Scenario 2 22 around was to provide guidance on Vogtle, because there
23 contemplated reduction in force of many senior 23 was substantial changes in the cost of that project at
24 lcadership team members, including yourself? 24 the time of his departure.
25 A Itdid. 25 Q You're aware now that privatization is off the
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Page 51

1 table; right? 1 1 actually expensed my own cxpenses. So perhaps because

2 A As | understand it 2 these aren't — these are expenses for my direct reports

3 Q  And the siteation JEA finds itsell in now is 3 and | did not expense my own expenses, that may be why

4 with a senior leadership team that all has contracts, 4 the Chair didn't, you know ~ 1 don't know if she was

5 employment contracts; correct? 5 asked or not, but she --

6 A Yes 6 Q You spent two nights in Charleston; is that

7 Q Do you think that it's appropriate for the 7 right?

8 senior leadership team of 2 municipal utility under 8 A Correet.

9 today's circumstances to have the benefits of the 9 Q And it was with Ryan Wannemacher, Julio,

10 contracts that they currently have? 10 Melissa Dykes, and Herschel Vinyard and yourself?
11 MR. MULLEN: Object 10 the form of the 11 A And our wives - or spouscs,
12 question. 12 Q And what was discussed at this meeting?
13 You can answer. 13 A So we went through a whole bunch of strategic
14 A Define "appropriate.” 14 planning options. We went through status quo — because
15 Do 1 - yes. So did the board of directors, 15 we started strategic planning in January.
16 clearly, because they put them in place, and that was 16 We went through traditional response. We went
17 part of the discussion in June and July. So it would 17 through the legal constraints that - you know, because
18 scem that not only I, but several board members thought 18 what was starting 1o get framed up was that there were
19 it was appropriate. 19 these constraints as a government entity around how do
20 (Exhibit Number 4 was marked for 20 you -- you know, whether it's lending of credit,
21 identification.) 21 constitutional limitations, those kinds of things.
22 BY MR. GRANAT: 22 We had a full day and a half of talking
23 Q Allright. Let's look at Exhibit 4, Takea 23 about — 50 this was in April. Then we had May was our
24 minute to look through that, please. 24 presentation to the board of directors around the status
25 A Yep 25 quo and talking about, well - all that,

Page 50 Page 52

1 Q Alirght. So are you familiar with 1 We did talk about whether or not

2 Exhibit 47 2 recapitalization would potentially be an aliemative,

3 A Tlam. 3 but we touched upon it. Certainly, you know, didn't do

4 Q Andit's - the first thing is a check 1o you 4 much in the way of work on that. We did talk abow

5 for $4,316.047 5 timeline of working with McKinsey. We talked about a

6 A Comect. 6 lot of things.

7 Q And then there's some payment requests 7 Q Why did that take place in Charleston?

8 relating to some hotel rooms in Charleston, 8 A  Teambuilding. I mean, Herschel was new.

9 South Carolina? 9 Julio was new. | wanted the spouses 10 mect cach other.
10 A Correct. For Ryan, Melissa, and Julio. 10 Q Mr. Zahn, these were over $700-a-night hotels,
11 Q So what was this for? What happened here? 11 right?

12 A Soltook - well, Julio, Ryan, myself, 12 MR, MULLEN: Object to the form of the

13 Melissa, and Herschel all went to Charleston to sit down 13 question,

14 and talk about, you know, where strategic planning was 14 A Okay.

15  going and talk about the different permutations of it. 15 Q 1 mean, take a look at the invoices and you

16 I paid for my own room, and [ belicve Herschel 16  tellme. 5629 and 588 in tax per night.

17 paid for his own room. And | paid for -- well, ] 17 A Okay.

18 expensed Ryan and Julio and Melissa's rooms. 18 Q Yes?

19 Q And who approved this trip? You? 19 A Yes.

20 A Nomally when we would travel, my EA would ask 20 Q Why did you stay at $700-a-night hotel rooms
21 for an approval. That would be handled by my EA. 21 to discuss JEA business?

22 Q  Ask for an approval from who? 3 A That's where the team decided to stay.

23 A From the Chair, 23 Q And you expensed these 700-a-night hotel rooms
24 Q Do you know if the Chair approved this trip? 24 and JEA paid for them,; right?

25 A So the Chair would only have 1o approve it if 25 A For Melissa, Ryan, and Julio,
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1 Q Two nights each; right? 1 1 derived no value. So, you know, we also cut almost
2 A Correct. J 2 $30 million in interest cxpense, which was $100 million
3 Q Do you think that's good stewardship of JEA's 3 for the taxpayers.
4 money? B So, you know, when | look at being a good
5 MR. MULLEN: Object to the form of the | s steward, yes, | think I've been a very good steward of
6 question. | 6 JEA's money.
7 You can answer. |9 Q Well, regardiess -- and in Exhibit 4 - you
8 A In my experience as an execulive, team l 8 were the CEO, and you could have decided to have this
9 building with your tcam is normal course. 1can 9 team building in Jacksonville rather than Charleston;
10 certainly appreciate different people's perspectives, B 10 correct?
11 but ... 11 A Yes.
12 Q Yousaid that that's where the team decided to | 12 Q And as the CEO, you could have decided that
13 stay. 13 you could go to Charleston and stay at a $150-a-night
14 A Uh-huh, i 14 hotel rather than a $700-a-night hotel; correct?
15 Q So cveryone took a vote and decided, or — is 15 A The whole team could have decided that, yes.
16 that what happened? | 16 Q And you could have overridden the team as the
17 A 1 don't know if we did ballots, ' 17 CEO; right?
18 Q Wasn't it your ultimate decision on where you 18 A You know, again, my management style isn't to
19 would stay, as the CEQ? | 19 sit and be a dictator. It's to build consensus and be a
20 A My ultimate decision? Certainly | - my ‘ 20 tam
21 managerial style with my tcam was one of -- | didn't | 21 Q So are you telling me that if your scnior
22 give directives. | think we researched a number of 1 22 leadership team told you that they wanted to go have a
23 places 1o stay and, you know, wanted to get out of town 23 week retreat at a Ritz Carlton that that's what would
24 aver, you know, a few nights together so that we could \' 24 happen and you, as CEO, wouldn't stop it?
25 spend time together, so the spouses could spend time | 25 MR. MULLEN: Object to the form of the
-
Page 54 | Page 56
1 topether. F 1 question.
2 Q Well-- ] 2 You can answer.
3 A Because we were working 100-hour workweeks. l 3 A That's an interesting hypothetical. | think |
4q Q You understand that JEA is a public municipal 4 would have a pretty strong debate with them about
5 business - : 5 whether or not that — you know, we needed to have a
6 A Yes. | & week retreat at a Ritz Carlton, But I always respecied
7 Q --right? 7 their opinions.
] And as CEQ, you were in charge; right? | B Q And so at the end of the day, under that
9 A Correct. ! 9 hypothetical, if the team still said no, we'd like to do
10 Q And you were in charge of every dollar of {10 this, you would go along with it?
11 JEA's money ultimatcly, weren't you? ‘ 11 A lamthe CEO, so 1 have the ability to make
12 A Which is why | cut substantial costs. | 12 that decision.
13 By the way, you know, farge public power, if 13 Q Are travel expenses accounted for differently
14 you -- | mean, if you go look at the other 25 large | 14 at JEA than other types of business expenses?
15 public power, they — there's an LPPC, which is a large | 1s MR, MULLEN: Object to the form of the
16 public power conference group. They travel around to ; 16 question.
17 Ritz Carlions, Montauk, Asheville, [ 17 A 1don't know how travel expenses are accounted
18 1 actually went to the first one and decided | 18 for.
19 that it was not a good use of funds and so actually ’ 19 Q You don't know whether travel expenses are
20 stopped going to the CEO summits because | was tryingte | 20 kept and maintained scparately?
21 bea good steward of public dollars. [ 21 A ldonot
22 So 1o use this as a - an item in isolation, : 22 My -- what | would do is submit receipts to my
23 you know - 1 also cut $180,000 a year from - of — : 23 EAs, and my EAs would then submit receipts to -- [ don't
24 well, actually, more than 180,000, Over $180,000 of 24 cven know how the expenses get processed.
25  excess, call it memberships in organizations where JEA 25 Q  Let's talk about the scenarios, Scenario 1, 2,
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Page 57 Page 59
1 and 3. You know what I'm referring to? 1 strategic planning, | guess it staried - you know, I'm
2 A Yes,sir, 2 going to revise the question. The actual sirategic
3 Q We're going to get into those in detatl, but 3 planning started in May or Junc of 2018 —
4 tell me in general, when did you first start - 1 4 Q Okay. I'm just asking you to focus reaily on
s guess — and Scenarios 1, 2, and 3 are what you consider 5 the scenarios. When did the different scenarios and
6 to be part of the strategic planning; is that right? 6 options come to light and work started on those?
7 A Yeah. And 3 has 3(A) to 3(F), right. Yeah, 7 A | would imagine, you know, as with all
] and 2 has 2(A) and 2(B), correct. 8 scenarios, that you get framed up, right? So you just
9 Q But that's all part of the strategic planning? 9 don't come in one day and go, here's this, but —
10 A Process. 10 Q Allnght
11 Q Okay. When did you first stant working on 11 {Exhibit Number 5 was marked for
12 that strategic planning and come up with those 12 identification.)
13 scenarios? 13 BY MR. GRANAT:
14 A Sol believe the RFP for McKinsey was issued 14 Q Let me give you Exhibit 5. Exhibit 5 is the
1s in December, 15 minutes from the May 2019 board meeting --
16 Q Or'1s? 16 A Okay.
17 A Of'18. 17 Q --is that correct?
18 We gave a presentation -- | believe McKinscy 18 A Yes.
19 came in in January and gave a presentation to the board. 19 Q Andif you look on the second page under
20 If you have a board package from the January board 20 Agenda Item IV, it says, Strategy?
21 mecting, That's one. 21 A Uh-huh.
22 We did certainly in the transition when | 22 Q And JEA's last ten years and the status quo
23 became — and now that 1 can go back further. 23 baseline were presented?
24 In the interim - as the interim CEO, onc of 24 A Yep.
25 the things that I did was put together a transition plan 25 Q And then in bold at the bottom it says, "Board
Page 58 Page 60
1 that was reviewed with the board at every meeting from 1 Chair Green requested a motion that management come back
2 May through — well, October. And it talked about, you 2 with sirategic plans and options."
3 know, migrating 10 different - taking care of the 3 A Uh-huh.
4 balance sheet, taking care of expenses, hiring a 4 Q Righ?
S permanent CEQ, agreeing on the different ways we measure 5 Is that, 10 your knowledge, the first
6 value, which was done in August of '18. 6 direction from the board that you got to begin working
7 And thea we got to really doing full-blown 7 on sirategic plans and options and bringing them
8 stralegic planning starting in January. B something?
9 Q ori9 9 A That's the first time they asked us 1o bring
10 A Yeah 10 them something for consideration,
11 Now, we did - and I did have off-sites with 11 Q Okay.
12 senior leadership where we would talk about the 12 A The - you know, as o management leam, it
13 struggles of JEA, A lot of that would be - we talked 13 would be wholly appropriate for us to be able 1o
14 about morale. We talked about constraints, 14 whitchoard and say, what does the world look like? If
15 You know, one of the things that pushed the 15 you recall, and still 1o this day, many people didn't
16 senior lcadership team on while [ was the interim was, 16 cven have a thorough understanding of what the last ten
17 hey, what are the things you'd like 10 do that you can't 17 years of JEA looked like.
18 do? And so there was a whole lot of just getting a 18 And 50 one of the things we were trying to do
18 groundwork of how do you measurc value, what does 15 is to be very transparent and kind of putl the curtain
20 success look like, what have been the challenges in the 20 back so that you could you say, well, here's what Vogile
21 past, 21 is, here's what employee morale is - that's why we did
22 There's a strategic planning document from 22 the OHI in February - here's what the last ten years of
23 2013 that had a whole bunch of new revenue businesses 23 financial performance looked fike, here's - so, you
24 that never had been implemented. There was the vision 24 know, there would be a myriad -- 1 think it would be
25 and the mission. And so if you want to think about 25 normal course for a management team 1o be thinking about
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Page 61 Page 63
1 all the difTerent permutations of a business in order to 1 an activity,
2 try and solve business issues. 2 Q Okay. Andso~
3 Q Prior 1o this May 2019 direction from the 3 A And so we literally, becausc of 1his motion
4 board 10 come back with strategic plans, did you have 4 und then April Green further clarified the motion in the
S authority to conduct any activities ticd 1o 5 June board meeting -- and actually, | spoke with her
6 privatization of JEA? 6 numerous times about this — this was really the time
7 A There was a May 2018 that said, you know, 7 where we, as a managemenl team, said, okay, we now have
8 don't conduct activitics, but — define activitics. We 8 flexibility to go look ot any and all options.
-] didn't engage any consultants. We -- in terms of 9 Q And when saw "now", are you referring 10
10 privatization. We didn't engage any banks, We didn't 10 May 28th of 20197
11 engage faw firms. 11 A Cormect.
12 We didn't - now, it is perfectly reasonable 12 Q Okay.
13 for a management team to be talking about a whole bunch 13 A [Interms of really earnestly developing the
14 of other - you know, what are the options. And 14 plans.
15 privatization was not a new concept, as — you know, 15 Q So-
16 because it was actually heated when -- it was a heated 16 A So ofter this we developed the ITN. We
17 debate when | became the CEO, actually. 17 developed - you know, we went through all of those
i8 Q Surc. Let me show you that May '18 - May 18 things.
19 2018 board —- 19 Q 1 just want to understand what you're saying,
20 A Sure. 20 then. You understand that on May 15, 2018, the
21 Q - minutes package. 21 direction was 1ake no activities regarding
22 (Exhibit Number 6 was marked for 22 privatization?
23 identification.) 23 A Andas [ got counsel from OGC as well as
24 BY MR. GRANAT: 24 from -
25 Q And so Exhibit 6 is the board minutes from 25 Q Counsel from OGC meaning Lynne Rhode?
Page 62 Page 64
1 May of 2018. And on Page 5 of Exhibit 6, top part of 1 A Yes. And then from -- and also from Herschel
2 the page, it says, “Board members held discussions 2 Vinyard, who was my CAO.
3 regarding privatization. On motion by Vice Chair Cumber 3 We specifically were aware of this, and while
4 and second by Secretary Newhbill, the board unanimously 4 as o management -- and the advice [ received was that,
5 approved, absent a future board decision, any activities 5 hey, look, you can talk about things, you can — you
6 tied to privatization efforts would be put on hold." 6 know, you can think about kind of what are all the
7 A And they were, 7 options in the future, and ~ but there was a line that
8 Q And you were aware of 1hat; correct? 8 we didn't want to go past until the board approved it.
9 A And we complied. And the reason | know we E Q And then so your understanding is on
10 complied is because when the board Chair passed this 10 May 28, 2019, that's when the board gave you the
11 motion in May was we — when we, as 2 management team, 11 authority to then take action and really pursue or seek
12 in camest started looking ot all the different other 12 what's out there regarding privatization?
13 real options, i3 A Interms of truly pursuing it, yes.
14 Now, we talked about a lot of things, you 14 MR. GRANAT: Let's go ahead and take a shor
15 know, but we didn't actually go pursue privatization. 15 break.
16 Q And so in May of 2018, did you understand what 16 (Recess taken from 11:07 a.m. to 11:2]1 a.m.)
17 the board meant when they said any activities tied to 17 THE WITNESS: One of your earlier questions
18 privatization efforts would be put on hold? 18 was kind of around the appropriatencss of senior
19 A My understanding would be — and the reason | 19 leadership and all the employment agreement stuff,
20 know - I'm very cognizant of this issue is because | 20 And the reason - one of the main reasons why |
21 was aware of this issue, consulted with OGC, Lynne Rhode 21 thought OGC had completed its thorough review is
22 and Herschel Vinyard. And the advice I received from - 22 because of this July 22nd document that was --
23 as a CEO was, look, talking about things and kind of 23 because | refused to go forward with any of the
24 doing hypotheticals, that's not an activity. Actually 24 things in the July meeting until Jason Gabriel,
25 pursuing in carnest and engaging and - you know, that's 25 Lawsikia, and Lynne had signed off on it
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Page 67

Now, to me, this -- what I read this was as 1 BY MR. GRANAT:
OGC saying that it was appropriate and that it had 2 Q And if you look at Bates stamp JEA 344,
done its review all the way to the top. | 3 MR. MULLEN: What's the tab number, please?
1 just wanted to -- | was thinking about that, 4 MR. GRANAT: Tab 5, but they're all just
because that was a really critical point where | ‘ 5 sequentially Bates stamped.
know that, from my understanding, OGC was doing a | 6 THE WITNESS: Yes, sir.
lot of wark with JEA and special counse! in the 7 BY MR. GRANAT:
periods of June and July, and | wanted to makesure | 8 Q Okay. So is the document in Exhibit 7,
that that was memorialized before we ever moved i 9 JEA 344, is this the July 22nd memo that you were
forward. 10 talking abow?
And | just wanted to help you — in my frame 25 A This is -- yeah. So I talked to Jason Gabricl
of mind in tcrms of why I thought, you know, some 12 and said, look, you know, there's a lot of, you know -
additional checks and measures on kind of why | 13 there's a lot of legal documents that | want 1o make
didn't question the appropriatencss, because | felt 14 sure OGC had reviewed.
as a broader consolidated govemment, we had | 1s And then Herschel, 1 believe, and Lynne Rhode,
reviewed a lot of that. 16 10 my understanding, were working with all of OGC to
MR, MULLEN: Sean, would you mind if we had 17 make sure that, you know, the retention - all the
this July 22, 2019, memo marked as an cxhibit? 18 different things that were -- the legol documents were
MR. GRANAT: If you'll just hold on. Give me | 19 thoroughly reviewed,
one minute on that, please. 20 I know, you know, since then they pointed 10
BY MR. GRANAT: 21 the, you know -- the footnotes, right, of relying on
Q Okay. Yeah, Mr. Zahn, | was definitely going 22 special counsel, but that doesn't seem abnormal
to get to that memo, so -~ ! 23 Q So you were aware of this July 22nd memo and
A Yeah | 24 the contents of it?
Q -~ we just take things a little out of order. | 25 A Yes.
Page 66 Page 68
A 1apologize. It dawned on me that - 1 Q On July 23rd at that big board meeting; right?
MR. GRANAT: No, that's fine. Thank you. 2 A My understanding is that's the reason why
Are we up to 67 3 Lynne Rhode was able to represent to the board that OGC
MR. POWELL: Number 7. 4 had reviewed everything.
{Exhibit Number 7 was marked for | 5 Q Well, isn't it true that you actually sent
identification.) | s Lynne Rhode and Herschel 10 talk to Jason Gabriel and
BY MR. GRANAT: 7 sort this out before the July 23rd, 2019, meeting?
Q What I'm going to do is mark as Exhibit 7 a B8 A labsolutely —
binder that is actually the documents from 9 MR. MULLEN: Object to the form of the
Councilmen Rory Diamond and Ron Salem's -- 10 guestion.
A Okay. 11 You can answer.
Q -- mecting of - is it December 16th? 12 A | absolutely wanted to make sure OGC was fully
Although it says a difTerent date on the front. And | 13 signed off on everything we were doing.
have a copy for you and your counsel that we'lf mark, ‘ 14 Q Okay. So I want 10 just point you to and read
MR. MULLEN: Thank you. I'il -- | 15 of some of this memo, JEA 344. And I'm reading from the
MR. GRANAT: And - | 16 third paragraph, second sentence. It says, "The Office
MR. MULLEN: This is the officially marked 17 of General Counsel, in consultation with outside
exhibit. ‘ 18 counsel” — Footnote 2 -~ "has reviewed the proposed
MR. GRANAT: Yeah. One of those is for you 19 resolutions associated with each option, Resolutions
and one is for the record. 20 19-06 through 19-10, and we believe the board is
THE WITNESS: Thank you. | 21 authorized under its charter provisions, subject 10
MR. GRANAT: And -- yeah, okay. | 22 applicable laws, 1o proceed wilh implementing through
So these are all Bales stamped as presented at 23 formal action one of the options as presented.”
the meeting. 24 A And it references Resolutions 2019-06 to
MR. MULLEN: Understood. Thank you. 25 2019-10.
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Page 69 Page 71
1 Q Okay. Right. 1 resolutions™?
2 And then let's look at Footnote 2. [t says, 2 A So this document references a lot of
3 "Office of General Counsel engaged and relied on various 3 resolutions, 06 ~ 2019-06 to 20-10. And if you'll
q outside specialized counsel to assist JEA in the 4 recall, there's a lot of work that we did in good
5 preparation of the resolutions and underlying documents 5 business judgment aftcr even these resolutions passed 1o
6 required for each option presented by SLT. Accordingly, [ ensure that all the - you know, all of the materials
7 the scope of this memorandum does not address the 7 incorporated were reviewed by special counsel, We asked
B legality of the underlying documenis drafied 1o 8 for, you know, a whole bunch of - a slew of opinions.
9 itnplement such resolutions, as such legality has been 9 So, I mean, 1o me this is a -~ this is a --
10 confinmed and will continue to be developed and approved 10 says, hey, I've reviewed it. We think that they're
11 by special counsel to JEA appointed and supervised by 11 appropriate. We think we've done our initial review,
12 the Office of General Counsel pursuant fo the course of 12 but we have further diligence and review to complete in
13 action approved by the JEA board." 13 order to finalize and implement. And that's normal
14 Right? 14 business.
15 A Yeah, | would imagine that it - OGC does 15 Q And actually, let me back up, Mr. Zahn,
16 rely on special counsel a lot, 16 because you brought up this memo in reference to my
17 Q Andso-- 17 question to you of whether you thought the senior
18 A Tax counsel, bond counsel, 18 feadership employment agreements were appropriate.
19 Q -~ what Jason Gabriel was saying is the 13 A Well, because one of the resolutions in here
20 board's authorized to proceed subject 1o legal review 20 actually is the employment agreements, and that -- so it
21 and that OGC was still going to review these things for 21 just dawned on me when you -- and I'm not, you know,
22 legality; isn't that right? 22 trying to parse words. I just wanted 1o say, hey, look,
23 MR. MULLEN: Object to the form of the 23 you know - 1 always tried to be very inclusive of
24 question, 24 consultants and OGC and board members and — to make
25 A That's not how | read -- that's not how | read 25 sure that they reviewed these things and -
Page 70 Page 72
2} it. 1read it — you know, | would imagine, as with any 1 Q Wouldn't you agree that OGC's job is to make
2 legal opinion, you always have to say, you know, subject 2 sure that what the consolidated government is doing is
3 to all applicable laws. | don't sce how that's 3 within the bounds of the law?
4 abnormal. 4 MR. MULLEN: Object to the form of the
5 And 1 did not 1alk 10 Jason Gabriel about this 5 question.
6 specific memao. 1t was provided to me. |1 mean, it scems 6 You can answer.
7 rational to say everything has 1o be subject 10 all Jaws 7 A And provide broad ranges of legal services and
8 and cthics codes and ordinances — 8 pelicy advice, which ofien happened.
9 Q Right. 9 Q OGC doesn't set policy?
10 A =1 would imagine. 10 A They don't, but they do provide a lot of
11 Q And you were never told, were you, that 0GC 11 policy advice, you know, what's - you know, what's
12 specifically had reviewed those resolutions for 12 appropriate, what — you know.
13 legality? 13 Q You, as the CEOQ, were the ultimate policy
14 MR. MULLEN: Object to the form of the 14 setter,
is question. 15 A No, the board is,
16 A 1 would - the way | read this memo is that 16 MR. MULLEN: Object to form.
17 OGC has reviewed them, and I don't know why OGC would 17 Q The board is.
18 review anything other than for legality. It's general 18 A The board is ultimate ~
19 counsel's office. 19 Q You, as CEO, ultimately provide a suggestion
20 So, you know, | wouldn't expect them 10 review 20 for the board 10 approve; isn't that right?
21 it for brokerage issues or, you know — | would expect 21 MR. MULLEN: Object to the form of the
22 them to review it for legal issues. 22 qguestion.
23 Q So even though in Footnote 2 it says, "The 23 You can answer.
24 scope of this memorandum does not address the Jegality 24 A Or |l implement what they tell me to do.
25  ofthe underlying documents drafied 10 implement such 25 Q You, as CEQ of JEA, are the onc who made the
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1 policy decision to produce these SLT contracts to the 1 about I'd like to go to Alaska on a trip and actually
2 board for passage? 2 sitting down and planning it and buying the tickets and
3 MR, MULLEN: Object to the form of the 3 doing all that kind of stuff.
4 question. 4 Q Somy question is, between May of 2018 and
5 A In consultation with individual board members 5 May of 2019, were there internal discussions reganding
6 around needing to protect the senior leadership team. 6 privatization?
7 It wasn't an - it wasn't as though | made the policy 7 A Intemnal discussions. There were discussions
B decision unilaterally without consulting with, you know, 8 that a nongovemment entity did not have the constraints
9 board members. 9 that a government entity had. But we -- from — we made
10 Q But as the CEO of JEA, you were in agreement 10 sure to comply with the May 2018's directive.
11 that those SLT contracts should be passed? That was 11 Q Okay.
12 your position? 12 A And - and we made sure to -~ and | did that
13 A | agreed with the board's position as well. 13 by consulting with who | thought were my appropriate
14 Q Aswellas— 14 advisers on making sure we complied with that directive.
15 A Yeah 15 Q So between May 2018 and May 2019, did JEA
16 MR. GRANAT: All right. Thank you. 16 expend any funds, research -- on any research regarding
17 Here's the — John, here's the Garrity Rights 17 privatization?
18 form — 18 MR. MULLEN: Object to the form of the
19 MR. MULLEN: Thank you, 19 question,
20 MR. GRANAT: - that Mr. Zahn can sign. 20 You can answer.
21 BY MR. GRANAT: 21 A If you have a document, you know -
22 Q Okay. So before we 100k a break, we were 22 Q Ildon't. I'masking you.
23 discussing that in May of ‘18, the board directed that 23 A ldon't - 1o my knowledge, JEA did not expend
24 no action tied to privatization be taken, and then 24 funds — well, we engaged the banks after the July board
25 hasically in May of 2019 that restriction was lifted; 28 meeting. We engaged special counsel after the June
Page 74 Page 76
1 correet? 1 board meeting where the motion was passed to allow for
2 A That's the advice that | received from OGC as 2 us 1o actually explore all scenarios. We did not talk
3 well as my chiel administrative officer, comrect. 3 to McKinsey about the concepts of privatization until
4 Q Now, between May of 2018 and May of 2019, you 4 afler those motions passed as well.
5 told me that you had internal discussions about 8 Q And when?
6 privatization with your team; right? 6 A | believe in May.
7 A No, we did not have intemal discussions about 7 Now, again, the difference between
8 privatization. We had internal discussions about growth 8 privatization and thinking about where do you get the
9 strategies, expense initiatives, CapEx reductions, the 9 capital to grow businesses and how do you think about
10 integrated resource planning for the water that 10 funding distributed energy resource business, how do you
11 integrated water resource planning. 11 think about funding, you know, purified water
12 We talked about the constraints of — you 12 facilities, and what are the constraints given the
13 know, when you're talking — when we're talking about 13 current balance sheet that we have - yeah, we
14 those types of things, you start to talk about the 14 absolutely would talk about where does capital come from
15 restraints of capital and access 1o capital, 15 and how do you — you know, do you get it out of expense
16 One of the main reasons why new revenue lines 16 cutting, do you get it out of borrowing more money? You
17 had not been pursued was they kept finding that they 17 know -- yeah. That would be normal course of business.
18 could not compete as a government entity in solar. So 18 Q  Let's 1alk about the scenarios --
19 we talked about unionized labor and the restrictions of 18 A Sure
20 that, 20 Q -~ the strategic scenarios.
21 You know, the concept of privatization well 21 What was Scenario 17 Was that status quo?
22 predated me, so 1o think that it - that no conversation 22 A Yes. So Scenario | was - and this was really
23 ever came up and said, well, you know - one way to 23 interesting, actually. Before me, JEA had not created
24 solve these constraints would do that, but, you know, 24 consolidated and consolidating financial statements or
25 that's like the difference between planning -- talking 25 management forecasts. They created [RP forecasts for

Electronically signed by Heather Thomas (401-385-656-8432)

19 (Pages 73 to 76)

dbe11388-8522-44da-Safc-320880fb 1921




O

Page 77 Page 79
1 engineering planning and PSC. And so one of the things 1 Q And so the policics that Melissa Dykes and
2 that we stanted doing in strategic planning was - and 2 Ryan Wannemacher are explaining are your policies,
3 what took us from January to, really, May was 3 carmrect?
4 integrating the trends of the industry around solar, 4 MR. MULLEN: Objcet to the form of the
5 storage, encrgy cfficiency, water efficiency, and doing 5 question.
6 a real management revenue forecast, and then obviously 6 You can answer,
7 it's casy to then extrapolate our current expense i A No. They are — they were actually ~ the
8 structure, especially because we have long-term 8 scenarios that were being developed were developed with
9 employment -- you know, collective bargaining. 9 probably 100 JEA employees giving input; senior
10 And so the status quo effectively was looking 10 Ieadership developing all the cost-cutting initiatives
11 out ten years and solving for a cash flow of zero by 11 for their specific area’s interests; McKinsey providing
12 raising rates and — but not cutting service quality, 12 backup data around the trends in energy efficiency,
13 not doing expense cutting, not cutting the CapEx budget, 13 solar, storage, water efficiency, and providing all of
14 not -- and that was effectively intended to establish a 14 that data.
15 bascline upon which then you could measure the 15 The financial forecasts actuatly were not
16 performance of everything else. You could do better or 16 developed by me. They were developed by tcams of - you
17 worse financially or even operationally in customer 17 had ratc — you had our financial planning and rate
1B service perspective, 18 group, We had a number of - it was a highly
is Q So that was an option, Scenario |, status quo? 19 collaborative build of both the status quo and the
20 A It's absolutely an option, yeah. 20 traditional response.
21 Q Okay. So Number 2 was the traditional utility 21 Now, in the traditional response, onc of the
22 response; is that right? 22 things that was - that we did 1alk about as a team was
23 A Correct. And that ~ that's effectively the 23 that we were - we would not be able to implement those
24 strategy that was implemented by JEA over the last ten 24 things that as a government we legally could not
25 years. 25 implement,
Page 78 Page 80
1 Q Sojust, if you can in just a few sentences, 1 And so what [ - what we did explain to the
2 summarize what the traditional utility response is. 2 board was that the traditional response over the next
3 A Accelerate debt as fast as possible in the 3 ten years between 2020 and 2030 was very similar to the
4 face of declining sales, decrease expenses while 4q last ten years, because in the last ten years JEA had
S maintaining a reasonable service quality for your 5 cut 20 percent of its workforce, 407 jobs. [t had
] customer, and deferring CapEx and, you know -- and 6 decommissioned a major asset to save 400 million, SIRPP.
7 trying to {ind the most efficient way to run the 7 1t had done a number of cost-cutting
B business (o generate the cash necessary 10 pay all off ] initiatives and efficiency measures around procurement
9 all the long-term liabilities of the business. 9 and supply chain, and that was all effectively to
10 Q And what did you explain to the board would be 10 generate — and also under Paul they deferred over a
11 the traditional wtility response by JEA if that was 11 billion dollars of CapEx in terms of reinvesting in the
12 selected? 12 sysiem in order 1o pay ofT the debt, because in '07 or
13 A Do you have the board package? So I didn't 13 ‘08 debt was - debt 1o capital was 115 percent debt 10
14 explain. 1 believe Melissa and Ryan actually made that 14 assets.
15 presentation. 15 And so you had this very poorly managed
16 Q Well, let me just - that's a good point. 16 balance sheet when Paul took over, and they took aver
17 You may not have personally explained it, 17 doing all of those - what [ just articulated as
18 but - and we're talking about now the July 23rd board 18 expense - you know, efficiency measures. And so the
19 meeting; is that right? 19 traditional response for poing forward was effectively
20 A No. | think the traditional response was 20 conlinuing 2 very similar sirategic approach in the next
2% actually in June. 21 ten years.
22 Q Okay. You were certainly there? 22 Q Okay. Asthe CEQ, you had a senior Jeadership
23 A Oh, absolutely, yeah 23 team; correct?
24 Q And you're the CEO? 24 A Yes.
25 A Absofutely. 25 Q And at these board meetings where these
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1 scenarios were presented, you presented some information 1 measures that had nothing to do with overhead. And pant
2 and your senior leadership tcam members presented other 2 of the overhead layofT was my recommendation 10 the
3 information to the board; correct? 3 board that they don't need a senior leadership team as
4 A Yes. 4 robust as you have if you're not going to be pursuing
5 Q But as the CEO, do you take responsibility for 3 growth and other, you know, objectives, so -- including
6 all of the information that was presented to the board? 3 myself, which we covered earlier.
7 MR. MULLEN: Object to the form of the 7 Q So what's the nontraditional utility response?
8 question. 8 [s that Scenario 37
9 You can answer. 9 A Yes, that's how we labeled it,
10 A 1cenainly take responsibility as the CEO, if 10 Q Now, [ know that there was a Scenario 4 and 5,
11 that's what you're asking. Dal - 11 but 1 think that over time, Scenario 3 was the name of
12 Q | thought you were 1o supgest that Melissa 12 everything else of the nontraditional response.
13 told the board something - 13 Do you agree with that?
14 A That's not what 1 said. 14 A So there was also — and | want 1o take you -
15 Q - and Ryan told the board something, and it A5 so between June and July — so June was when we
16 wasn't you. 16 presented the initial traditional response, and that was
17 I just want 1o see whether you, as the CEO, 17 the first kind of public discussion about how would you
18 take the position that the information provided by the 18 manage the business in the face of market trends,
19 senior leadership team to the board is known by you and 19 Alan Howard asked for variances on that, which
20 approved by you and accepted by you? 20 we presenied in the beginning of July. Because
21 MR. MULLEN: Object to the form of the 21 obviously every scenario - every forecast, you would
22 question, 22 look at different variances. So we ran variance
23 A So yes, it is known by me and approved by me, 23 analysis between June and July.
24 but not before it being known by a number of cams. So 24 And then the board also asked foran
25 the typical board package approval process, which we've 25 implementation plan of the traditional response between
Page 82 Page 84
1 asked for, because | know it cxists, has on approval 1 Junc and July. That was part of = do you have the
2 process that starts at director level -- 2 motion?
3 And by the way, the ADRs, our disclosures, i One of the motions from the June board meceting
4 work very similarly, They start with managers and 4 specifically instrucled management to develop an
5 directors developing the draft information. Then they 5 implementation plan for overhead reductions, expense
6 go 1o review of the — from the director to the senior 3 cutfing, all that stuff, which we did.
7 leadership, and then they go from the scnior leadership 7 Q Yeah,
8 to the president CO, CFO CAQ, and chief legal officer, 8 A And then Scenario 3, you're right, in July had
9 and then they go 1o me. 9 3{A) to (F), and what ended up happening is we carved
10 So yes, at the end of the day, 1 absolutely 10 out 3(A), which was the co-op, as an Option 4, and we
11 approve it, but not before getting sign-off and buy-in 11 carved out 3(B)as an Option 5, because that was the
12 from the entire organization, 12 1PO. And then the balance, 3(C) to (F), remained
13 Q So- 13 Option 5.
14 A Not -- it's not myopically just me. 14 Q ITN?
15 Q But the buck stops with you as CEO,; right? 15 A It remained -- anything that was -- yeah. It
16 A 1 think I've said that publicly. 16 cflectively then got embodied into the ITN document.
17 Q Okay. Now, the traditional utility response, 17 Q Sois the nontraditional response -- well, |
18 okay, you've told me about that. Let me just ask you 18 need you to tell me, if you can, a summary in a few
19 what 1 want to get at. 19 sentences, What is the nontraditional response?
20 When you cxplained the traditional utility 20 A The nontraditional response is a change in the
21 response to JEA, is this the scenario that would include 21 govemance structure of JEA such that it would eliminate
22 a large number of laye{Ts and rate increases? 22 the Iegal constraints that the government entity had,
23 A So it was a large number of layoffs. It was 23 which was whal we presented in — which was the analysis
24 cutting the CapEx budget. It was continuing to 24 that OGC and the tcam had conducted between May and June
25 implement operational efficiencics which were cost 25 identifying statule of limitations and charter
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Page 85

Page 87

T limitations and constitutional limitations. 1 and Facebook -- you have to actually go ask them.
2 And by the way, before | get - 2 -- Scenario 2 And so the ITN was basically a invitation o
3 2, which was the traditional response, we actually had 3 everybody and anybody to propose any structure that
4 2(A) and 2(B). 2(A) was just, you know, do cost-cutting 4 might help solve a number of the business issues that
5 and defer CapEx and pay off debt. S had been discussed publicly from -- you know, for a year
6 2{B) we presented in July as well, which was € and a half,
7 take meastres of cost-cutting and overhead reduction 7 Q And would the ITN, the invitation to
8 while also pursuing charter changes, constitutional and ] negotiate, involve a sale of some or all of JEA's
9 statute changes. And so that one got broken into two as 9 assets?
10 well 10 A Not nccessarily, no. Actually, the concession
11 Q So the nontraditional utility response, did 11 didn't have a sale. So the ITN did not specifically
12 that include clements of privatization with the 12 diciate a sale of assets. It said, here are our issues,
13 different options? 13 here are the minimum requirements -
14 A Yes. 14 Q And how many bids were there?
15 Q And tcll me briefly -- and 1 don't need you to 15 A 16,
16 go into detail about what everything is. But please 16 Q 16?
17 tell me briefly what were the various privatization 17 A 17. Onecame in late.
18 options that were considered in the nontraditional 18 Q And one was a concession?
19 utility response, 9 A Yes. | think —~ well, | don't know -- I'd
20 A A co-op or a community ownership where you 20 have to — I don't know if the — one of the remaining 9
21 wransferred ownership to the customers directly. An 21 that did reply was a concession.
22 1PO, where you would do a float of the equity in a 22 Q  Were the rest of them other than that one
23 publicly traded market. And the one structure of IPO 23 offers regarding the sale of some or all of JEA's
24 that we contemplated was giving priority to customers as 24 assets?
25 well as having a portion of it retained by the City. 25 A Yes.
Page 86 Page 88
1 And then the balance of it would be a 1 We found it interesting that public power
2 strategic partnership - you know, strategic 2 didn't bid. We thought they would have been an
3 relationship. So whether that's infra-funds or private 3 interesting - you know, o large public power entity to
4 equity or call it, you know, the traditional utilities, 4 create a co-op or something like that together.
5 the 10U models that already exist. 5 MR. GRANAT: So then I think you were asking
6 And then the last was a concession, which 6 for this o minute ago,
? would be a public-private partnership, which actually we 7 Arc we up to 8, ] belicve?
] got a bid on. 8 (Exhibit Number 8 was marked for
9 Q So what'san ITN? And how does that fit into 9 identification.)
10 the nontraditional utility response? 10 BY MR. GRANAT:
11 A So the invitation 1o negotiate, as [ 11 Q  Exhibit 8 is the June 2019 board meeting, and
12 understand it, is 2 procurement method under the 12 it's - and in this meeting, if you look on Page 2,
13 statutes of Florida - and | don't know the number — 13 there's a bold note at the bottom. [t says, "April
14 that - we, as 3 management team, with our bankers and 14 Green noted a1 May board meeting SLT presented what was
15 atiorneys and OGC, we were able 10 analyze a co-op. We 15 considered status quo, which is what JEA would leok like
16 could analyze that ourselves, because it doesn't involve 16 il business continued as it is. The board chalienged
17 third parties. 17 SLT to come up with different scenarios of how to
18 Our bankers and our capital markets divisions 18 respond 1o evidently changing trends in the indusiry.”
19 of banks can provide analytics and analysis around how 19 Correct?
20 would you float and how would retail buyers buy public 20 And then in the Junc - the June board meeting
21 shares in an IPO. 21 minutes reflect that then Scenario 2 was presented to
22 If you look at whether the - in order to 22 the board —
23 understand what a strategic partnership with a private 23 A Correct.
24 equity fund, an infra-fund, an 10U utility - we even 24 Q - isthat right?
25 talked about technology companies like Apple and Google 25 A Yeah
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Page 89 Page 91
1 Q All right. 1 MR. MULLEN: Sean, can you put that where both
2 A And then subsequently 2(A) and 2(B) were I 2 you and Mr. Zahn can see the screen --
3 presented in July. 3 3 MR. GRANAT: There's really nothing to see.
4 Q Okay. And then if you look on Page 3 of the ‘ 4 If you want to sce that {indicates).
5 June board meeting, and it’s under Compensation | 8 MR. MULLEN: You just have the very small
6 Committee, it says, "Commitiee Chair Johnson presented [ version. That's fine.
7 the committee report and highlighted the commitiee's [ 7 MR. GRANAT: Yeah, there's nothing really 1o
8 been working with Towers Watson to put together a formal * 8 see.
9 competition framework that aligns with the strategic ‘ 9 BY MR GRANAT:
10 plan." .10 Q And just to put it in reference, ! think
11 And then on Page 4 there was a motion 1o | 11 this - this part of the meeting happencd right after
12 approve the development of a framework and authorized - the discussion of Scenario 2 and the massive number of
13 stafl' to implement the plan and bring back to the board | 13 layofis that were contemplated,
14 for final approval a compensation plan. L 14 {Audio played.)
1s Is that right? J is A SPEAKER: "All nght. We have compensation
16 A Yeah, actually, that was around the long-term ; 16 commitiee report (unintelligible).
17 incenlive compensation specifically, as — the | 17 A SPEAKER: Thank you, Madam Chair.
18 discussion in that board meeting was that our basc \ 18 Coming off of what we just discussed, but in
19 compensation - when you look at total comp, you have 19 the last several months, we, as a commitice, have
20 base, shori-term, and long-term. 20 been working with Towers Watson to put together a
23 And the discussion in that board meeting and 21 formal compensation framework. Justasa
22 in prior compensation committee meetings was thal base L 22 reference, we want 1o make sure that the overall —
23 was already relatively at market. Short-term, we | 23 the overall framework aligns with our compensation
24 didn't - there wasn't a real need to touch, and that | 24 philosophy, core values, guiding principles, a lot
25 from a long-term perspective — and you got to remember 25 of things that we've talked about aver the last
Page 90 Page 92
1 where the long-teym incentive came from. 1 several months, and putting in place the formal
2 When | came to JEA, 1 went and interviewed | 2 compensation policy primarily focusing on
3 almost all 2,000 employces, and [,990 of them didn't I 3 short-term and long-term incentives and making sure
4 even know how much profit the company made. And, you [ 4 that aligns with creating JEA's financial value.
5 know, we made $750 million in EBITDA. Actually, many of ‘ 5 So we did go through all the specifics there,
6 them didn't even know what EBITDA was, | 6 certainly, agnin, in contrast to what we just spoke
7 So what we were trying to do was help 7 about in Status Quo 2, but really making sure that
B employee - alt 2,000 employees understand the 8 we really have a go-forward approach in creating a
9 financial - the impact of their work en financial | ¢ framework for our icam members and all 2,000
10 resulls going forward. | 10 cmployees.
11 Q Okay. I'm going lo play you a clip from the | 11 In light of that, 1 do — Madam Chair, 1 would
12 June 2019 meeting, and it's going to be Camille Johnson 12 like 1o entertain 3 motion. And if | don't do this
13 discussing the committee repont. [ have several clips 13 right, but | — but I'd like 10 entertain a motion,
14 from different meetings that I'm going 1o play today, | 14 1 hereby motion that the JEA board and board
15 and 'm going to attach them 1o the transcript; however, 15 directors in direct engagement develop a
16 1 don't have clips yet. | can have them made, but [ | 186 market-based compensation program as recommended by
17 don't have them present in a form that | can attach them | 12 the comp commitice,
18 today from this Junc 19th — F'm sorry, June of 2019 ! 18 The program should consist of base salary,
19 board meeting. | 19 short-lerm/ong-term incentives, use the framework
20 But this is — in reference, it's around the | 20 as developed by a third-party consultant, and the
21 hour, 43 minutes, and 30 seconds mark of the June | 22 program shall align with the total compensation
22 meeting. 22 philosophy and policy approved by the board.”
23 So just listen, and I'm just going 1o ask you 23 {Audio stopped.)
24 some questions about what was said. 24 (Exhibit Number 9 was marked for
25 {Playing of video.) 25 identification.)

Electronically signed by Heather Thomas (401-385-656-8432)

23 (Pages 89 to 92)

d6e11388-8522-44da-9afc-320880fb 1921




Page 93 Page S5
1 BY MR. GRANAT: 1 here.
2 Q 1 just want 1o stop it there and just point 2 MR. MULLEN: Why don't you refer to the page
3 out, did you hear her say that part of her motion was 10 3 number,
4 use the framework developed by a third-party consultam? 4 THE WITNESS: Page 27 of their report talks
5 A 1did, 5 about the framework of both the performance unit -
6 MR. GRANAT: Okay. We'll continue. 6 Page 28 develops a time-based unit, and then they
7 {Audio played.) 7 made a recommendation of how it would be allocated
8 A SPEAKER: ".. for directors in January of 8 across. So the answer’s yes.
-] 2019 as further reviewed in March of 2019 as well & BY MR. GRANAT:
10 as (uninteNigible). 10 Q Okay. Mr. Zahn, let me just ~ let me just ~
5 A SPEAKER: So, in short, you want us to 11 Tet's just take a little break here and just have a
12 approve just the framework? 12 talk.
13 A SPEAKER: Correct." 13 This is a very important interview for JEA as
14 (Audio stopped.) 14 well as for yoursell, and so I'm not - I'm going to
15 {Exhibit Number 10 was marked for 15 give you the opportunity 1o say whatever you'd like.
16 identification.) 16 I'm not going to cut you short. But it's already 12:00,
17 BY MR. GRANAT: 17 and I — for example, the question | just asked you, did
18 Q And that's all -- that motion passed 18 you work with Willis Towers Watson on a long-term
19 unanimously; comrect? 19 incentive plan, 1o me is a yes or no question —
20 It doesn't matter. For these purposes, it 20 A I'msormry.
21 doesn't matter. It did, but -- 21 Q --and not a reference. And [ only say that
22 A Yes, it says here in the minutes, Page 4. 22 to suggest that maybe, you know, some of the answets (o
23 Q So let me ask you, 50 at this June meeting, 23 my questions could be yes or no. Il you feel that you
24 you're given the direction move forward, bring us 24 need to dive in and explain, I'm certainly not going to
25 something — bring the board back something that shows 25 cut you off.
Page %94 Page 96
1 this Jong-term incentive plan and your total 1 I just want to point out that ] think a lot of
2 compensation plan; is that right? 2 your answers are going into things that really aren't
3 A So if you go to the presentation for long — 3 responsive 10 my questions.
a for total compensation, and not the Willis Towers 4 A laopologize. I was just trying 1o be -
5 Watson, but the one that had been reviewed by the board 5 cooperale ~
6 in the January comp committee meeting, the Janvary board & Q | undersiand that.
o meeting, what it did was it looked at - really, the ? A~ and give you as much information ns
8 only thing thal needed to change was long-term. 8 possible.
9 Q Okay. 9 Q 1 just wanted to point that out, because just
10 A And so - and then ~ is this the June — and 10 for the sake of time, that's all | wanted to know is,
11 then there is a discussion of -- in the comp committee 11 did you work with Willis Towers Watson to develop a
12 meeting, 1 believe, about whether you did units that 12 framework for the long-term incentive plan?
13 were tied 1o time or units that were tied fo financial 13 A Yes. | and the entire team worked with them.
14 value, and obviously her direction was 1o tie it to 14 Q Who were some of the people that you worked
15 financial value, 15 with with Willis Towers Watson?
16 Q Altright. And | stopped it and 1 asked you 16 A | actually don't remember their nomes.
17 about the third-party consultant, Did you have a 17 Q Was David onc of them? You don't remember?
18 third-party consultant? 18 A 1literally don't remember the names. | think
19 A Yes. Willis Towers Watson, 19 1 had -~ | participated in maybe one or two meetings.
20 Q Okay. And what is Willis Towers Watson? 20 Q And what did you understand that to mean, the
21 A They're an industry-leading compensation 21 direction to use the framework of the third-party
22 consulting firm. 22 consuktant for the LTI? What does that mean?
23 Q Did you work with Willis Towers Waison to 23 A To take the June — the material provided to
24 develop a framework for the long-term incentive plan? 24 the board in June and come back with a formal plan
25 A It was presented, and it's actually right 25 documented — reflecting that formal plan.
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Page 97 Page 95
1 Q Okay. 1 am not here to just implement the traditional
O 2 A That was tied to financial value. 2 utility response. 1 belicve it's - there's a lot
o8 3 Q Earlier | asked you to just explain the 3 of exciting opportunities if we just gain some
4 different scenarios, and one was status quo. Scenario 4 alignment with our entire community."
5 2, 1 know you talked about having 1o do some 5 (Audio stopped.)
6 cost-cutting, getting rid of debt, and then you had the 6 BY MR. GRANAT:
7 2(A) and 2(B), some charter chanpes. 7 Q So you made the comment to the board in
8 Was there any clement of Scenario 2 that 8 June of 2019 that you're not there to implement the
9 involved any type of privatization? 9 traditional utility response. Why did you say that?
10 A No. 10 A To"just.” Sol don't know why I said it,
11 Q Okay. And so Scenario 3, the nontraditional 11 but, you know, we had been talking with all the
12 utility approach, is the one that contained elements of 12 employees about all the exciting opportunities that are
13 privatization; is that right? 13 in front of JEA. And, you know -- was that the June
14 A Yes. 14 board meeting?
15 Q Okay. I'm going 10 play another clip from the 15 Q Was the June board mecting
16 June 2019 board mecting, and apain, this is around the | 16 A Yeah. And so, actually, we came back in July
17 hour and 43 minute mark of the meeting. 17 and said, look, there's some other growth opportunitics
18 {Audio played.) 18 as a governiment entity that if we can do charter changes
19 A SPEAKER: "That was not fun. 18 and things like that, we could do.
20 A SPEAKER: Atall. 20 So | was -- [ think the answer is | was there
21 A SPEAKER: We tricd to end that on a bright 21 1o try and solve, you know, the major problems of JEA,
22 note, but --* 22 from Vogtle to debt limits 1o, you know, growth
23 BY MR.GRANAT: 23 initiatives. So when I say “just,” | mean, there to do
24 Q And let me just - I've listened to this 24 a whole bunch of things, right? To try and really
25 several times. This was right after Scenario 2 was 25 deliver the best services for the community and be able
O Page 98 Page 100
- presented, and someone, [ think April Green, said, "that X 1o maintain the financial position of the business.
2 was not fun." Mr. Howard said “at all,” and then | 2 Q Okay. And the exciting opportunities you were
3 belicve what you said is, "We tried to end thaton a 3 talking about were Scenario 3, the privatization?
4 bright note." So I'll play that again. 4 A No. The exciting opportunitics were looking
s A What came before that? 5 at electrification of on and off road. The exciting
6 Q Scenario 2. 1 opportunities were distributed commercial, industrial,
7 A No, I know, but that — that comment can't be 7 and residential solar. The exciting opportunities were
8 reflerencing Scenario 2. What came right before, you 8 purified water for alternative water sources for
9 know -~ 9 Northeast Florida, The exciting opportunities were
10 Q "That was not fun"? 10 septic tank phase-out, which we had initiated a research
11 A There had 1o be something that that comment of 11 and development program.
12 that bright note was refcrencing. 12 | mean, they were business initiatives that
13 Q  Well, I was just stating. That's not what my 13 you go off afier and do.
14 question is going 1o be about anyway. 14 Q They're not part of the traditional wility
15 A Oh, okay. 15 response?
16 Q It's not insignificant, but I'm just setting 16 A Again, | said "I'm not here just to do that,"
17 the context of this was after Scenario 2. 17 which, you know, ! puess as I - that's really making a
18 {Audio played.) 18 comment about just cutting overhead. You know,
19 A SPEAKER: "Thank you. 19 obviously you have to cut overhead in order to maintain
20 A SPEAKER: Thank you. 20 financial position, but it was a comment about, you
21 A SPEAKER: Thank you. 21 know, there are a lot of interesting opportunities ahead
22 A SPEAKER: That was not fun, 22 of JEA, and we had been discussing with -- at leadership
23 A SPEAKER: Atall. 23 meetings every month all of them.
e 24 A SPEAKER: We tried to end that on a bright 24 Q Allnght I'm going to 1ake you back 10 the
U 25 note. But, you know, as I've 10ld the employecs, | 25 January 15th, 2019, compensation commitice meeting.
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Page 101 Page 102
1 A Which one? 1 50 be competitive and - actually, to drive all the
O 2 Q The January 15th, 2019, compensation committee 2 behaviors that we were looking at on Page JEA 0500;
3 meeting, 3 organization, culture, employee engagement and behavior,
] A Yes. L] retaining and attracting talent, aligning the company to
5 Q Okay. InJanuary of'19. And you can find 5 the employce goals, strategy in driving the business.
6 the materials I'm going 10 ask you about in Exhibit 7 on 6 But one of the main things that we discovered
7 Page JEA 498. 7 as the interim is that employees were disenfranchised.
8 MR. MULLEN: It's Tab 32, 8 No one felt aligned 1o the top. Everyone was just there
9 BY MR. GRANAT: 9 to kind of do their job and go home. There was no
10 Q And although the front page is 498, it's dated 10 long-term, you know, pursuit of a value. And so the
11 January of 2018 on the front page. 11 idea was 1o create an incentive plan — or incentive
12 A | guess it's a typo. 12 total comp plan.
13 Q That was an error; right? 13 Q 1understand.
14 A Yeah 14 The changes that are reflected on Page 512,
15 Q Would you agree that this material - it's 15 are these changes that you advocated for and agreed
16 Pages JEA 498 through 518 — was the material from the 16 with?
17 January 2019 comp commitice meeting? 17 A They are absolutely changes that 1 agreed with
18 A Yes. 18 individual board members, then put into — and putina
13 Q Okay. And is this when you first brought upa 19 board package.
20 long-term incentive plan to the JEA board? 20 Q And one of the things, if we look on Page 509,
21 A In the board meeting, but not individually. 21 that was changed, the old policy says, "The CEO will not
22 Q Sure. Okay. Excuse me 22 promoie a compensation philosophy that is contradictory
23 On Page 509, JEA 509, we have a slide that's 23 1o JEA's philosophy of providing a total rewards package
24 JEA Policy 2.7 that was adopted by the board in 2014; 24 that encompasses salary, wages, retirement benefits,
25 correct? 25 incentives, and a health and welfare benefits.”
O Page 102 Page 104
1 A (No audible response.) 1 Right?
2 Then if we look -~ 2 A Where are you?
3 (Reporter clarification ) 3 Q [t says, "Accordingly, the CEO will not.”
4 BY MR. GRANAT: 4 A Yes.
5 Q s that correct? L} Q And that language is changed in your proposal
& A It is my understanding. | wasn't there in 1 on 512 -
7 2014, but yes, we pulled this out of the manual 7 A Again, collective — or a collaboratively
: Q Well, that's what it says. 8 developed proposal.
9 A Yeah. 9 Q - to the, "CEO shall promote compensation
10 Q Okay. Well, et me rephrase that, then. 10 philosophy."
11 509 shows — 11 Correct?
12 A This is a policy from the board from the 12 A Comect.
13 manual. 13 Q So my question is, why that specific change?
14 Q The board manual as it was January of 2019? 14 How were you constrained by the old policy that required
15 A Correct 15 that new change?
16 Q Allright. And then on Page 512, there's some 16 A So interestingly, I don't recall which board
17 supgested changes? 17 member, but one of the board members actually said what
18 A Yep. 18 we ought 10 have is a policy that tells you what to do,
19 Q And are these changes you were suggesting with 19 not what not to do.
20 your management team? 20 And so 1 think it was viewed as kind of -
21 A Actually, | worked on this with Alan Howard. 21 Q That was a board member’s idea?
22 | worked on it with ~ who was on the board at that 22 A From my recollection, [ remember it — they
23 time? April. 1solicited input on kind of how would 23 wege having a conversation that they were trying to make
s 24 you change this total compensation policy to star to 24 the language more concise and they were trying to make
U 25 incentivize employces ~ number ane, be at market 50th, 25 it a "we will do this” and "we will go forward" as
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Page 105

Page 107

opposed to "we will do this and not do this" and trying 1 A 1did not put this slide together.
to make ita -~ 2 Q Do we know if that - is it municipal
Q  Well, can you tell me what, in the changes 3 utilities? Is it just in general businesses over —
made on Page 512, allows you to implement a long-term | 4 around the country?
incentive plan that you couldn't have done under the old 5 A I did not put this slide together.
language of the policy? 6 Q So you don't know?
MR. MULLEN: Object 1o the form of the 7 A This would have been put together by the VP of
question, | 8 HR.
You can answer. s Q Okay. So you don't know what -
A I'mnot sure | have an answer to that 10 A Yeah.
question, One of the things that I discussed at length | 11 Q - the 50th percentile was?
during my interview as the CEO was the need 10 have 12 A Because JEA maintains its own intemal comps,
total compensation philosophy of the business for all 13 you know, for all of the employees, or market comps.
2,000 employees aligned. 14 Q Out of the 50th percentile that was referenced
And so the board had this policy, and we 18 here that spent about 5.5 million on average on an LTI
worked to create a new policy that reflected the guiding 16 plan, do you know who within those companies
principles and the strategic (ramework that was approved 17 participates in the LTI?
by the board in 2018, because they approved those four 18 A Mostly executives.
measures of value. 19 Q Okay.
And 5o we were trying to design - and this | 20 A And that came from the Willis Towers Watson
was -- you know, we were trying 1o design a total comp 21 report.
that basically lined up with the new strategic framework 22 Q Do you know out of this 50th percentile that's
and measures of value and guiding principles of the l 23 referenced here whether any of the companices in this
business. Because at the same board meeting, the 24 50th percentile had an LTI where all employees
guiding principles, which was the vision, mission, and | 25 participated?
— ‘ =
Page 106 Page 108
all that was approved. ‘ 1 A Iam not a market compensation specialist, but
Q Okay. But under the old language on Page 509, 2 when | reviewed the Willis Towers Watson report, it
would a long-term incentive plan have been prohibited? 3 clearly slowed that front line was not included.
A Idon't know. It's not specificatly called 4 Q And you've stated, { think, throughout all
out. | 5 your meetings that your goal was 1o bring JEA 1o the
Q Itis specifically put into the new — the new | & 50th percentile in total compensation package; is that
language on Page 512; right? | 7 fair?
A Yeah 8 A That was the board's goal, and I shared it.
Q Okay. On Page - if you look at Page 510, do 9 Q Okay. And so was your goal in creating a
1 read this chant correctly to say that JEA does not 10 long-term incentive plan 1o bring JEA 10 the 50th
have a long-term incentive? The pink boxes there under 11 percentile of LTI, about $5 and a half million a year?
long-term incentive, there's a zero for JEA -- 12 A At this point in time - this is January -
A Correct. 13 this isn't intended to say what is a target. This is
Q —is that right? 14 intended to say how do we stack up relative to the
And then undemeath that, under 50th 15 market. From here, the board then finalized the total
percentile, it's 5.5. I'm assuming that's million; is 1s comp philosophy and then directed us 10 go hire a
that right? 17 compensation to actually figure out --
A Yes. 18 Q Okay.
Q Sodoes that mean that the 50th percentile has 19 A -- one -- because that number, if you -- you
long-term incentives that value $5.5 million on average? 20 know, isn't -- yeah, | don't know where it came from.
A Cormect. 21 But -
Q Per year? 22 Q Okay.
A | believe this would be annually, yes. 23 A - it was an intemally generated number, as |
Q Okay. The 50th percentile of what? Do you 24 understand it, and not one provided by an expert.
know what the slide is referring 107 25 Q But was your goal to have a long-term
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Page 109 Page 111
1 incentive plan that applied to all JEA employees? 1 A Comeet,
2 A Always. 2 Q And not before?
3 Q Not just the exccutives? 3 A Correct.
4 A Correct. My belief is -- and | did that 4 Q Did Pilisbury work on anything clse regarding
5 numerous times on other matters, kike the retention 5 Scenario 3 other than the ITN, to your knowledge?
5 agreements, the pension issue. Always tried to -- you & A Law firms were managed by my CAQ and the CLO,
T know, my belief is you need 2,000 people all running in 7 50 -
B the same direction in order to have - 8 Q CAO?
9 Q Okay. 9 A Herschel Vinyard.
10 A - true financial success. 10 Q Herschel Vinyard and Lynne Rhode?
1 Q Allright. I'm going to ask you now some 11 A Yeah '
12 questions about some law firms, some outside counscel, 12 Q Okay.
13 and - first Pilisbury. 13 A And presumably - | know Jason Gabriel and
14 Pillsbury did some work on the Vogile 14 Lawsikia Hodges were ofientimes included in those
15 situation; is that correct? 15 conversations 100,
16 A On the Voptle situation? 16 Q Okay. So are you not sure whether Pillsbury
17 MR. GRANAT: Has Pillsbury been doing any -- 17 worked on —
1B THE WITNESS: They did analysis around 1B A Not 10 my knowledge.
19 regulatory and other kind of structural issues, 19 Q ~anlPO?
20 yeah, 20 A Oh,onthe IPO? Yes--
21 BY MR. GRANAT: 21 Q They did?
22 Q Let me ask you this. Do you know when 22 A ~they did.
23 Pillsbury was first retained by JEA? 23 Yeah,
24 A Yeah, we were looking at delegations of 24 Q When was thm? Just peneral time frame.
25 authority, if I believe. 25 A Afler the July board mecting. We started
Page 110 Page 112
1 Q Time frame? 1 flushing out the IPO and the co-op and -- s well as in
2 A 2018. 2 paralie] running the ITN,
3 Q Do you know when -- and - well, let me ask it 3 Q Now, do you know if when Pillsbury was engaged
4 this way. 4 for its work on the ITN whether a success fee was
5 Did Pillsbury ever do any work regarding a 5 discussed?
6 long-term incentive plan? 6 A Yes
7 A Yes, after the June board meeting when the 7 Q And who had discussions regarding a success
8 board directed us to come back with a plan. 8 fee for Pillsbury?
9 Q Okay. So Pillsbury didn't work on an LTI 9 A Myself, Jason Gabriel, Lynne Rhode,
10 until afler that June -- 10 Herschel Vinyard, Ryan Wannemacher, Melissa Dykes, and
11 A Not to my knowledge. 11 then Stephen Amdur, who was negotiating for Pilisbury,
12 Q Okay. Did Pillsbury work on anything having 12 Q Woas there ever a writlen agreement for a
13 to do with Scenario 3, any of the privatization efTorts? 13 success fee?
14 A Not to my knowledge. 14 A There was 2 drafl that was produced and -~
15 Q To your knowledge — 15 Q By who?
16 A Not till afler the — 16 A 1belicve Lynne and Steve produced -- you
17 Q Sure 17 know, produced the draft, and then Lynne provided it to
18 A - June board meeting, 18 Lawsikia and Jason.
19 Q Anyatall? 19 Q What is a success fee?
20 A Ycah, I mean, they were the Jead counsel for 20 A Sothe — it's a standard market ~ when
21 the ITN. 21 you're looking ot deals like this, you're trying 10
22 Q ForITN. Okay. 22 minimize your legal expenses. And so the idea was that
23 Did Pillsbury -- so you're saying that 23 Pillsbury, who had a billing rate of $800 or more on
24 Pillsbury started their focus on the {TN afier the June 24 hour and, you know -- which, by the way, every single
25 board meeting? 25 law finm that was interviewed by OGC - Skadden and
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Page 115

1 Latham ~ were similar, They were agreeing to have a 1 A So they did the analysis around the co-op
2 retainer of $250,000 a month, and then in the event that 2 structure as well as they're a broker dealer as well and
3 there was a recapitalization, they would have a success 3 helped solicit interest in — you know, from around the
4 fee that would be a —~ you know, a larger number. 4 world.
5 But in the event that where we are today, 5 And what -- when the ITN was issued, Morgan
& where privatization is dead, they would take their bills (3 Stanley and J1.P. Morgan divided - aciually, it was a
7 and discount it by 40 or 50 percent, thereby saving the 7 list of maybe hundreds of firms -- of entities that they
8 company money. 8 would reach out 1o 10 solicit - 1o cnsure that JEA got
9 Q Was a success fee ultimately entered with 9 the best and most varied responses to the ITN, That's
10 Pillsbury? 10 what they did on the ITN.
11 A No. 11 Q Was Willis Towers Watson involved with the ITN
12 Q Why not? 12 at all?
13 A Because Jason Gabriel and Lawsikia Hodpes i3 A No.
14 ended up not wanting 1o do it. 14 Q They just provided consultation regarding the
15 Q The law firm of Foley also did some work 15 leng-tenn incentive plan and the comp plan?
16 regarding the PUP; is that right -~ or the LTI? 16 A Running total market comp.
17 A Yes. SoKevin Hyde was the specialty counsel 17 Q Okay. So the long-term incentive plan kind of
18 that worked with JEA a lot on collective bargaining, the 18 became what was known as the performance unit plan -
19 performance units, and they were Florida specialty 19 A Yeah
20 counsel. 20 Q - which I'll reference as the PUP?
21 Q And do you know when Foley started its work on 21 A Yeah
22 the LT1? 22 Q 50 we know that Pillsbury and Foley law firms
23 A It would have 1o be after the June board 23 both dedicated some time towards the PUP?
24 mecting, 24 A And OGC.
25 Q Okay, And did Foley work on the ITN as well? 25 Q And OGC., Who at OGC worked on the PUP?
Page 114 Page 116
1 A | believe that's when they actually were 1 A Youdid.
2 engaged, but | don't have the engagement - | think they 2 Q [I'msomry. Tell me how I worked on the PUP.
3 were engaged - 3 A Well, there's a - 1 had a letter from
4 Q 1don't have the engagement letier. Okay. 4 June 17th from you to Lynne Rhode.
5 A 1don't think they were even engaged until 5 Q Sure. [ can get you to that.
6 after the June board meeting. 6 A At least - | mean asking — or answering
7 Q Okay. Morgan Stanley was involved with the 7 questions, | think,
8 ITN, is that correct? 8 Q Okay. Yeah, we'll actually get there.
9 A Correcl. § A Okay.
10 Q When was Morgan Stanley engaged? 10 Q Who else at OGC, 1o your knowledge, worked on
11 A Not until afier the July board mecting. 11 the PUP?
12 Q And what was their scope of work? What were 12 A Tonly know what I've seen in documents --
13 they supposed to do? 13 Q Okay.
14 A They're a broker dealer, They, you know, help 14 A —intcrms -- it was Kort ~
15 solicit - run and solicit interest from the market. 15 Q Ko Parde?
16 Q Were they exclusively working on the ITN 16 A She was on that memo.
17 portion of Scenario 37 17 Q Okay.
18 A No. They also — well, they also did a lot 18 A 1know Jason Gabricl worked on it.
19 of - their capital markets group is one of the leading 19 Jon, you were in a number of meetings at JEA.
20 IPO capital markets group, and so they did a vast 20 1 walked in on the one meeting that you were having with
21 majority of the work on the IPO as well, 21 Herschel, Lynne, Lawsikia, Jason, and Jon was in that.
22 Q What about J.P. Morgan, were they involved 22 MR. MULLEN: Referring to Jon Phillips?
23 with the ITN? 23 THE WITNESS: Yes.
24 A Yes. 24 MR. PHILLIPS: That was one meeting, and it
25 Q What work did they do? 25 was in August, or it might have been October.
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1 THE WITNESS: I'm just answering the question. 1 ethical standard to make sure that the plan was in
2 My understanding was it was widely worked on. 2 accordance with all codes and standards and -
3 BY MR. GRANAT: 3 Q Sure.
4 Q Okay. 4 A --laws.
5 A But | don't - I can only point you to the, 5 So | knew thal we were going 1o continue doing
6 you know, meetings and documents I've seen, 6 that, but | didn't -- wasn't aware of that conversation,
7 Q And who at OGC worked on the PUP before 7 Q Were you aware, though, that after
] July 23rd, to your knowledge? 8 July 23rd, 2019, afier all diligence was done, you, as
9 A Well, the memo | saw from you and Kort was in 9 the CEO, were authorized to implement the plan without
10 June, so | would imagine you and Kort, And then [ know 10 going back to the board?
11 Jason Gabriel was informed about it and Lawsikia Hodges. 11 A No, ] was not.
12 And that was because of -- well, my understanding is 12 Q You're not aware of -
13 they all were pant of it. 13 A The way | read the plan is the plan
14 {Discussion ofT the record.) 14 administrators are authorized 1o implement the plan.
15 {Recess taken from 12:22 p.m. to 1:25 p.m.) 15 Q Allright. Let me rephrase it
16 BY MR. GRANAT: 16 Do you understand that afier July 23rd, 2019,
17 Q Before we broke for lunch, we were talking 17 when the board passed the PUP-related resolution, that
18 about the PUP and contractors or attomeys who may have 18 the PUP could start without going back to the board?
19 worked on it, and we were discussing OGC. 19 MR. MULLEN: Object to the form of the
20 And ] just want to be clear, 1o your 20 question.
21 knowledge, which OGC attomeys worked on the PUP prior 21 A There are actually specific parameters in the
22 10 July 23rd, 20197 22 resalution where if things changed, you had to come back
23 A To my knowledge, you, Jon Phillips, 23 10 the board. 1t allowed for - [ believe the
24 Jason Gabriel, Lawsikia Hodges, Lynne Rhode. [ don't 24 resolution allowed for, you know, working with OGC,
25 know of any — 25 making sure all the -- but I don't think at any time had
Page 118 Page 120
1 Q Prior to July 23rd, 2019 - 1 we potten -- the Attorney General came back and said,
2 A Oh, Kort Parde, because -- but | was - | 2 this needs to change dramatically, or State Ethics came
3 mean, [ — the only reason [ can — you know, maybe — 3 back and said, this needs to change, or OGC, for that
4 oh, I'm sorry. Jon Phillips. He clarificd that was in 4 matter, who you guys were reviewing or special counsel
5 August, | guess. 5 who was reviewing, if - if it had gone through all of
6 But | know Jason, Lawsikia. Well, and | saw [ those checks and balances with all of those tcams of,
7 that you guys were answering questions on long-term 7 you know, 50-plus people and remained the same, then the
8 incentives and performance units, so that would be 8 plan administrator had the ability to allocate and
9 Kon Parde and you. g administer the plan.
10 Q Are you aware, Mr. Zohn, that -~ 10 But I don't - we never got there, and it
11 A lmean - 11 became pretty clear that we were - you know, through
12 Q - Jason Gabnel and Lawsikia Hodges had a 12 OGC and all the different reviews that - you know, my
13 conversation with Herschel Vinyard and Lynne Rhode in 13 guess is we probably would have had to go back 1o the
14 which Jason and Lawsikia told him OGC had not vetted the 14 board.
15 PUP, we were not approving it, and we were going 1o look 15 Q Had the OGC and the Attorney General and all
16 ot it in the future before it was officially 16 the lawyers told you the plan's legal, the plan could
17 implemented? Did you know that? 17 have been implemented without returning to the JEA
i8 A ldid not know that. 1do know that once the 18 board; correct?
19 board approved it that we, as an catire lcam and 19 A Ifit was legal and ethical, yes.
20 including myseif, did not view that as go implement il 20 Q Okay. Who else - what other firms worked on
21 We viewed that as continue doing diligence and issue the 21 the PUP besides Pitlsbury, Foley, and what you -
22 formal opinion 1o the Attomey General and go issue the 22 A And OGC.
23 formal opinion request 1o the State Ethics office and 23 Q OGC 10 the extent that we've already
24 make sure that we were doing everything appropristely. 24 discussed?
25 And doing all - and checking cvery single legal and 25 A To my knowledge, I'm not aware of others,
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1 Q  What about Nixon Peabody? Do you know that 1 them in the June board meeting. And then they said,
2 firm? 2 well, you know, we want it to be tied to the financial
3 A Yeah. Our bond counsel, 3 interest.
4 Q Okay. Did they do any work on the FUP? 4 Q So did Camille Lee-Johnson decide that we
S A | scem to recall Feley or — at one point in 5 should use a PUP, or did you and your management team
6 time, it was thought that the performance unit might be 3 decide that we should use a PUP?
7 some form of debt instrument. And so because they were 7 MR. MULLEN: Object to the form of the
8 our bond counsel, [ think Ryan and the team would have 8 question
9 asked them, you know, hey, do you have any opinion on 9 A Neither.
10 that? So | imagine they probably would have done some 10 Q Neither?
11 work, 11 A Neither. The performance unit was part -- one
12 Q To your knowledge, did Nixon Peabody do any 12 of the things that came out = they had = in the
13 work regarding any other kind of long-term incentive 13 long-1erm incentives, Willis Towers Watson said you
14 plan? 14 could do -- il you wani 10 attract talent, you can do a
15 A Not 1o my knowledge. Not that | recall, 15 time-based unit where people just make moncy by being
16 Q So the PUP, the performance unit plan, when 16 there, or you could have — and, you know, we did talk
17 was that idea first conceived? 17 about trying 10 tie a unit o the financial valee of
18 A In the Willis Towers Watson report, they came 18 JEA, which the financial value being the book value, the
19 back with the performance units as one of the main ways 19 contribution and distributions to customers, because
20 to have a long-term incentive plan. 20 that's the financial value of JEA.
21 Q s that somcthing Willis Towers Watson 21 And that was a collaborative work product
22 recommended as a solution? 22 over -- with Meltssa and Ryan and Herschel and Jon and
23 A 1don't view - | don't sit there — yeah, 23 Willis Towers Watson --
24 they did. They — well, in their report on Page 0328, 24 Q You're talking about Jon Kendrick?
25 they had performance units and time-based units, 25 A Yeah.
Page 122 Page 124
1 And then on 0329, they outlined how 1 Q Okay. So at the June compensation meeting,
2 performance units would work over — how performance 2 June 2019 -
3 units would work over a three-year period of time. 3 A Yeaah
4 Q Okay. So the Willis Towers Watson — did they 4 Q- the compensation committee was who?
5 come up with the idea? 5 Camille Lee-Johnson and who else? April Green?
6 A So performance units aren't a novelty. 6 A April Green and Afan Howard.
7 ‘They're - you know, they gave us a mymiad of options. 7 Q Did you make a presentation 1o the
8 ‘The board's directive from January was to find — if you 8 compensation committee or any suggestions?
9 £o to Page -~ they were trying to find a long-term unit 9 A Do you have the minutes? [ think — | think
10 that ties to financial and value and profitability. io we — the minutes would reflect what happened.
11 Willis Towers Watson made some recommendations 11 MR. GRANAT: I'm sure I do.
12 of, well, you can do it in all cash. Youcandoitin 12 THE WITNESS: Do you have the minutes?
13 debt — and [ don't have the more - their first 13 MR. MULLEN: Uh-huh. {tenders.)
14 version, but their first version, they gave seven 14 THE WITNESS: Myself and Herschel Vinyard.
15 difTerent options, of which the performance unit was 15 MR. MULLEN: Scan, the record will reflect
16 one, and then started narrowing down, [ want to say, 16 Mr. Zahn is referring to the minutes of the
17 May, June, maybe, 17 compensation committee mecting on June 18, 2019,
18 Q So how was the actual PUP plan decided as the 18 unless you have —
19 option that you would go with? 19 MR. GRANAT: Let me give you a marked copy,
20 MR, MULLEN: Object 10 the form of the 20 okay? Call it Exhibit 11,
21 question, 21 (Exhibit Number 11 was marked for
22 A From my understanding, the board, Because 22 identification.)
23 they came back in the June - the quote you -~ the quote 23 THE WITNESS: Agenda ltem 11, Jon Kendrick
24 you played me was Camille Johnson and the board talking 24 presented the Willis Towers Watson report. And so
25  about, hey, this was the framework that was provided to 25 1I(B), with the Willis Towers Watson report versus
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1 industry compensation, which is the document I've 1 A Sol think he's the one that actually had

2 been referencing that has performance units and 2 the - the - ended up coming up with the formula that

3 time-bascd units and other things like that. 3 would go into the exhibit.

4 And then 11(C) was Herschel and [ 1alking 4 Q What input did Melissa Dykes have regarding

3 about, well, il — you know, if thc compensation 5 formation of the PUP?

6 committee desires to continue moving forward on 6 A Sothere was — | remember there was a bunch

7 this, then can you give us some instruction to move 7 of collective meetings talking about, well, is it

8 forward and design a framework? And then that's 8 deferred compensation? How do you make sure all

9 what then was brought to the June board meeting,. 9 employees would want to participate?
10 BY MR. GRANAT: 10 S0, you know -- and by the way, all -
11 Q Right. And under C, it says, "Mr. Zahn 11 everybody 1 just mentioned would have -- when | say
T2 advised the committee that if they commissioned JEA 12 input, they would have reviewed all the documents. They
13 leadership to move forward, the team would work to 13 probably would have given Jessica lots of edits. It
14 develop an appropriate plan.” 14 was -
15 Is that right? 15 Q Yeah. My question was what input did Melissa
16 A Sure, in accordance with the Willis Towers 16 Dykes give on the PUP?
17 Watson — 17 A Again, she would have dealt directly with
18 Q And then so between -- from that point, 18 Jessica Lutrin, so ...
19 June 18th, 2019, am | correct that you and JEA 19 Q Do you know what input Herschel Vinyard gave
20 leadership developed the PUP plan? 20 regarding the PUP?
21 A And OGC and Pilisbury and Foley. 21 A So he was spending more time with Foley on
22 Q And when you say OGC, you're referring to me? 22 making sure that you had compliance with all laws,
23 A Soall 1 have — I'm assume - | have the 23 compliance with all cthics standards. | remember 215,
24 documents - you and I didn't talk, but | have the 24 Florida Statute 215 being a big issue.
25 documents where you were being included as part of the 25 1 know that Foley was talking about, well, do

Page 126 Page 128

- long-term incentive compensation — 1 you make it just an award where people just get, you

2 Q Sure. 2 know, basically a free unit or do they have to buy it?

3 A — discussion. 3 So that would have been a lot of the discussion that |

4 So 1 don't know who all in OGC, other than 4 think Herschel would have had.

5 those people I've already witnessed to, that I've seen 5 Q Okay. Do you recall a meeting on

6 and been a part of, 6 November 5th -

7 Q Okay. Who drafied the actual PUP plan? ) A Yes.

8 A [ believe it was Pillsbury. B Q - with Jason Gabnel?

9 Q Do you know who at Pillsbury? 9 A Uh-huh.
10 A Jessica Lutrin, 10 Q And did Jason Gabricl tell you that you
11 Q And was Willis Towers Watson involved in the 11 couldn't proceed with the PUP on that date?
12 drafiing of the PUP plan document? 12 A No,
13 A 1don't know. 13 Q He didn't tell you?
14 Q Do you know if Foley was involved in the 14 A No. Actually, the meeting was at Foley. [l
15 drafting of the PUP plan? 15 had -- and [ was asked 10 come to — ] was asked 10 come
16 A Yes. 16 to the meeting by Herschel Vinyard, because Herschel and
17 Q And who at JEA within your management team 17 Lynne had been dealing with OGC and Foley and going
18 would you say was the lead person regarding the design 18 round and round, and the exasperation level was getting
19 and drafting of the PUP internally? 19 pretty high between all the entities, as | understand
20 A I wouldn't say anybody was the lead person. | 20 it
21 know Melissa gave input. | gave input. Ryan gave 21 And Herschel said I needed to come to that
22 input. Kerri Stewart gave input. Herschel Vinyard gave 22 meeting lo be able to figure out whether we move forward
23 input. | believe Jon Kendrick gave input. 23 ornot. |sat at one end of the table. Jason sat at
24 Q What input did Ryan give regarding the PUP and 24 the other end. You had Kevin Hyde, Lynne, Herschel, and
25 the design of it? 25 Lawsikia.
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2§ Lawsikia and Lynne were going back and forth 1 So 1 postponed it and then talked to the Chair
2 pretty heavily about different arguments. And Kevin 2 about killing it at the next available board meeting,
3 Hyde was taking his - stating his legal arguments. 3 Q Well, il you look at Page 441, the second page
4 It was about 30 minutes in or so that I kind 4 of Jason's letter, he recaps the November 5th meeting,
5 of came 1o the realization that the internal team that 5 Do you sce that?
6 had been working on all of these — on the performance (3 A Okay.
7 units since the board's approval in July had a 7 Q And in the second paragraph [sic], he says,
8 substantial number of disagreements. 8 “On that date, the following concems were brought up by
] And s0 | pulled Jason out of the mecting and 9 OGC and discussed with JEA."
10 said, Jason, if this - if there's this many issues with 10 Then he goes on: "Upon our review, the PUP is
11 this unit, then let's kil this plan. 11 seemingly akin to an employce stock option plan, and for
12 To which he said, well, you know, I'm not 12 size” -- "and for similar size private
13 saying - I'm not saying we're there yet. I'm just i3 multi-billion-dollar corporations, employees [sic] like
14 telling you that we have substantial concems. 14 the PUP may be the norm. However, the PUP would be
15 And | said, okay, if you have substantial 15 unique to the public sector and founded on the
16 concerns, are they substantial enough where we need 10 16 fundamental principle that a government entity, such as
17 just kill it? Because, as I've been telling you before, 17 JEA, may underwrite and offer for sale a portion of
18 let's just be done with this if there's an issue. 18 JEA's value as an investment product pursuant to
1% To which then we went back in, | listened for 19 Section 112,215 Florida Statutes, This fundamental PUP
20 about five or ten minutes. [ departed the meeting. 20 principle is not only a novel concept to our
21 Apparcntly the meeting continued for about another hour 21 consolidated government but is also novel to government
22 or two 22 concepts and principles in general. Further, in
23 Then I came back to JEA and saw Herschel 23 addition to more fundamental issues associated with the
24 Herschel informed me at that point in time that there's 24 PUP, there were other issues cited, including allowing
25 some substantial issues that OGC wasn't probably going 25 non-JEA employees in the plan and various potential
Page 130 Page 132
1 10 get around, 1 adverse 1ax consequences.”
2 To which then I called Jason and said, hey, 2 Were those issues brought up to you at this
3 let's sit down ond talk, becnuse if we need to kill this 3 meeting?
4 plan, let's do it now. We had the Attlorney General 4 A So, again, | was only there for the beginning
] opinion out. We were getting ready to issue the Stale s of the meeting, to which then | departed 1o geton a
[ Ethics Commission opinion. So let’s just be done with 6 conference call. So if all of this was fully =1 -
7 this. 7 there were a number of issues that were being debated
8 And that was the impetus between our letter 8 between Lynne and Lawsikia.
9 exchange on November 12th. 9 I departed. I didn't get a list of all these
10 Q Allright. Tumn for me, please, to Page 440 10 issues until November 12th, but candidly, it didn't
11 and 441. And that's Jason Gabriel's letter -- 11 really matter, because between November 5th and
12 A 4407 12 November 12th, | had already told Jason, lock, it seems
13 Q - tomemo. 13 like this plan is more headache than it's worth. Let's
14 440 of Exhibit 7. 14 just be done with it.
15 A Tab? 15 And that was why I -- as this letier says, on
16 MR. MULLEN: Tab 16. 16 November 12th, the letter — the CEQ sent me a —
17 THE WITNESS: I'm somry. 17 informing me -~ a letter informing me that officially
18 Yep. 18 JEA was going to postpone indefinitely the PUP. Because
19 BY MR. GRANAT: 19 he and | had a number of back-and-forths between the 5th
20 Q Allright. You've read this memo before, 20 and the 12th.
21 haven't you? 21 Q The third paragraph, the second full paragraph
22 A Yeah, this is Jason's response to my letter 22 on this page of Jason Gabriel's letter, says,
23 where | kilted -~ where | - | asked whether or not [ 23 *Accordingly, we advise that the current plan should be
24 could kitl the plan, and | was informed by Lynne that | 24 officially dissolved."
25 could not because | didn't have the authority. 25 Are you debating that?
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1 A That's what the letter says on the 12th. 1 Jason Gabriel on November 12th?
2 Q No, it's not on the 12th. That's still pant 2 A Yes.
3 of the November 5th recap of the meeting. 3 Q Okay. And in your letter -- would you read
4 A Written on the 12th, 4 the Iast paragraph -- the first sentence of the Jast
5 Q Correct. S paragraph?
3 A Yezh [ A "The decision not to implement the plan is
7 Q Did Jason Gabriel advise you - 7 based on the incongruity of the plan's long-term nature
8 A Not to my knowledge. Again, I wasn't in the 8 of the very real potential structure and
9 whole meeting. | lefi. So ifhe did, then [ wasn't 9 implications" ~
10 part of that - part of the meeting. 10 (Reporter clarification.)
11 Q |lsce, 11 THE WITNESS: -- "long-icrm nature and the
12 A That being said, afer the November 5th ~ 12 very real potential short-term implications of
13 because of —~ you know, [ went and checked in with Lynne 13 JEA's strategic plonning process. As such, the
14 and Herschel, and their feedback was that, you know, 14 Chair plans” --
15 Jason and Lawsikia and OGC still had a number of 15 BY MR. GRANAT:
16 outstanding issues and that - and so 1 said, well, then 16 Q Justthat. | mean, | just wanted the first
17 let's just be done with this. 17 senilence.
18 Q Was Lawsikia Hodges in that November 5th i8 A Okay.
19 meeting? 19 Q Because | want to ask you about that.
20 A Yeah, 20 Just in layman's terms, explain to me what
21 Q She was? Okay. 21 your reason for canceling the PUP was,
22 And then under the paragraph "Accordingly” - 22 A [ got advice from counsel, OGC, that they had
23 and there's a list of six items that Jason says must be 23 outstanding legal issues.
24 met as a minimum for sort of long-tcrm investment 24 Q Okay.
25 incentive? 25 A Number two, began to realize the very real
Page 134 Page 136
1 A Okay. 1 potential financial impact that recapitalization might
2 Q Were those six items discussed with you and 2 have on the plan, and the plan was never intended to be
3 recommended by OGC? 3 a = you know, while we ended up working
4 A So where I lefi the meetling would have been 4 recapitalization into the documents, it was -- when we
5 around, actually, where they were talking about issues S started the plan, it was intended 10 be a rolling
6 with -- conflicting with charter. And then - and then & three-year long-term plan.
7 investment product, | do recall. | was not pant of the 7 And 50, as I've said in public mectings, you
8 meeting, | don't believe, on the IRS tax issues, liems 8 know, it was a realization that afler July 23rd [ really
9 3,4,5. Well, 6 is a caichall 9 didn't have much in the way of discussion on the plan,
10 Q Okay. At this November 5th meeting, do you 10 because Herschel, Lynne, OGC, Foley, and Pillsbury were
11 recall Jason Gabriel asking what the projected value of 11 all working through the legal side.
12 the PUP units would be? 12 You had the Attorney General stuff going on
13 A No. 13 one side. And I was waiting on all those checks and
14 Q You don't remember him asking that? 14 balances to be done, And then on November 5th, it was
15 A No. That was asked in a board meeting. 15 kind of an "aha" moment of this is - we need 10 be done
16 Q Well, I'm just talking sbout the November 5th 16 with this.
17 meeting 17 Q SoI'm just a tort and employment lawyer. |
18 A  Okay. 18 don't - I'm not in the business world, and a CEO,
19 MR. GRANAT: And just for reference -- are we 19 speaks the business language. Can you just simplify and
20 up to number - 20 explain for me what you mean incongruity of the
21 (Exhibit Number 12 was marked for 21 long-term nature of the plan versus the very real
22 identification, } 22 potential short-term implications?
23 BY MR. GRANAT: 23 A Yecah.
24 Q  Exhibit 12 will be -- is this Exhibit 12 the 24 Q Simply, what does that mean?
25 letier that you were referning 10 that you sent to 25 A That recapitalization could have an impact on
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3 the value of the plan. 1 financial employee -
2 Q Okay. 2 Q Well, was the long-term incentive plan - as
3 A And that was one of the main reasons of saying 3 intended to be a long-term incentive plan, was it not
4 this doesn't work. 4 contemplated that that could be worth a lot of money?
S Q The incongruity meant that - what? That the 5 A I'mnot sure —
6 plan is really meant for -- if the business — if JEA 6 MR. MULLEN: Object to the form of the
2 was going to continue maybe under Scenario 1 or 27 7 guestion,
8 A No. Again, this is - so when the plan -- 8 THE WITNESS: I'm not sure [ understand that
9 when the long-term incentive planning started, it was 9 question.
10 because we were realizing that 2,000 employees were not 10 BY MR. GRANAT:
11 cognizant of the profitability and financial value off 11 Q Okay. Sure.
12 the business. That was in December of '18, moving into 12 IT I'm hearing what you're saying, you saw
13 January. 13 that, hey, a recap could happen and the plan could make
14 And so what you have is this very progressive 14 this PUP worth a lot of money; right?
15 and involved discussions with the board and consultants 15 A And OGC still has outstanding lcgal concemns,
16 and attarneys to where you end up by November 5th with 16 and the Attomey Genera) hadn't done its review, and
17 me, as the CEOQ, going, oh, man, this just doesn't work. 17 ethics -- all of those things, yeah.
18 And so that's what incongruity means, 18 Q My question is, if the long-term incentive
19 Q  Okay. 19 plan occurred without a recapitalization occurring, did
20 A This is very real business. It happens all 20 you believe that that long-term incentive plan could
21 the time. You develop things and then you figure om 21 still be worth a lot of moncy?
22 it's not going to work, and then you'll be done, 22 A Actually, | went back to the board meeting in
23 Q Well, the plan's long-term nature, | guess, 23 June — or in July, and one of the — one¢ of the
24 given because it's called a long-term incentive — 24 hypotheses -~ or ane of the scenarios that was played
25 A Right, it was intended to incentivize behavior 25 out was the value of the long-term performance unit plan
Page 138 Page 140
1 of employees towards long-term financial value. 1 under Scenario 2, and that was about $30 million,
2 Q And what is that term? s it three years? 2 because you had substantially decreased costs and
3 A Yes, it was a three — 3 improved the book value and then able to increase the
4 Q A three-year plan. 4 value of the plan,
5 A Well, it was a rolling three-year plan. 5 So the idea was that if you're going to cut
6 Q Right. And so the very real potential 6 overhead by 500 people or 400 people, the balance of the
7 short-term implications, what were the shori-term 7 people needed to work harder and needed to be
8 implications you're talking about? 8 incentivized to drive the performance of the business.
9 A That the recapitalization could have a very 9 Q Is that what was explained w the board -
10 real impact on the value of the plan, 10 A Yeah,
11 Q Okay. And how -- what kind of impact would a 11 Q - that that plan was under a Scenario 2
12 short-term -- what kind of impact would the recap have 12 involving a reduction in force?
13 on the plan? 13 A No, It was actually — the documents and the
14 A Itstopped ~ 5o if you want it in fayman, it 14 plan say it was under all scenarios —
15 was -~ or do you want me to reference the board document 15 Q Okay.
16 that —- where it was presenied to the board? It 16 A —inluly.
17 basically stops the -- it stops the measurement period. 17 Q Okay.
18 Q Okay. 18 A Because, again, we tried — what was happening
19 A And so if a recap happened and you netted 19 was the team was trying to contemplate every potential
20 3 billion, then would it be zero. It could - you don't 20 future alemative.
21 know. You know, you could have - 21 Q Allright. And just for reference, if you'd
22 Q It could be a ot of money? 22 ook at Exhibit 442, which is at Tab 17 of Exhibit 7,
23 A Tt could be a lot of money, yeah. And which 23 Thisis actually Jason Gabriel's response to your
24 is one of the — why it's no longer - it's in 24 November 12th -
25  incongruent with kind of incentivizing long-term 25 A Oh, okay. This is the one that | saw.

Electronically signed by Heather Thomas (401-385-656-8432)

35 (Pages 137 to 140)

d6e11388-8522-44da-8afc-320880fb192f




Page 141

Page 143

% Q And | think that what we were relerring to 1 part of the discussion.
2 carlier - 2 Q Now, did you read this memo? I staris on
3 A That's the memo to file. k] Page 290.
4 Q --was the memo to file. 4 A 1have not read it in totality.
5 A Yeah, which ] didn't see until I was given it 5 Q You have not read it?
[ by Chris Holme (phonetic). 6 A No.
7 Q Okay. 7 Q Were you aware that neither | nor Kort Parde,
8 A And that would have been late November, 8 who wrote this with me, were never told about the PUP or
9 because it was actually given — this memo to file was 9 JEA's plans for a long-term incentive when we were asked
10 given 1o JEA through (o you. 10 1o write this memo?
i1 Q Okay. 1 A lam not aware of thal.
12 (Discussion ofT the record.) 12 Q Were you aware that we were asked to wrile a
13 (Recess taken from 1:55 p.m.to 1:59 p.m.) 13 general memo on whether JEA can establish a long-term
14 THE WITNESS: By the way, there would be an 14 incentive program?
15 email where [ got that memo to file from 15 A I'm not aware of that,
16 Kerri Stewart, because she was the one that got it 16 Q And do you know that this addresscs -- merely
17 from OGC or Gina Kyle. 17 addresses Florida Statute 215.4257
18 BY MR. GRANAT: 18 A That would on the front page. Again, |~
19 Q Let me ask you -- and that memo we're talking 19 Q Because you didn't read it?
20 about, it's in Exhibit 7, Page 440, Jason Gabriel's memo 20 A [haven't read the whole memo. | got this
21 to file. 21 well afier the plan was killed.
22 A Yeh 22 Q Are you aware that the PUP, as it was
23 Q And I'm going to ask you to take a look at it, 23 designed, does not comply with Florida Statute 215?
24 and I want you to tell me if there's anything you 24 A lam not aware of that. | thought that was
25 disagree with in this memo, 25 part of the AG request.
Page 142 Page 144
1 MR. MULLEN: And, Sean, with that caveat, as 1 Q Arc you not aware of what the Attorney General
2 Mr. Zahn already testified, he was only there for a 2 was actually asked?
2 portion of the meeting that's discussed in this 3 A No. 1left that to Herschel Vinyard and OGC
4 memo, for the record, 4 and Jason Gabriel to — and Foley 1o craft that formal
5 THE WITNESS: No, | don't disagree with 5 opinion request and to submit it.
6 anything in the memo. | just wasn't there for the 6 Q So are you aware of what Section 215.425 is
7 whole thing, 7 and what it says?
8 BY MR. GRANAT: 8 A Not specific, no.
9 Q Okay. That's fair. 9 Q Okay. Well, if you look on the front page of
10 A And as | remember -- and then | did follow up 10 my memo -
11 with Jason, and it was after this meeting. And that's 11 A I'msomy. 4--
12 when, between the 5th and the 12th, we decided 12 Q 290. I'msorvy. The first page of my memo,
13 collectively between the two of us that it was best to 13 which is 290,
14 just be done with it. 14 A Okay.
15 Q Okay. Now, you have referenced my memo. | 15 Q It lists four factors that are required for a
16 want to talk about that for just a minute. 16 bonus plan to be lawful for a public entity. Right? It
17 A Okay. 17 has to be based on watk performance, have a
18 Q Andifyou look on Exhibit 7, it's Page 18 predetermined performance standards and evaluation
19 JEA 290. It's Tab 3, 19  process, provide notice to the program of'all JEA
20 A Okay. 20 employees prior to its commencement, and be available to
21 Q [s this the memo you were referning to when 21 all JEA employees.
22 you said [ was involved in the PUP? 22 Are you aware that all of your legal counsel
23 A Yes. You know, as well as | think - because 23 had determined that the PUP does not comply with 215,
24 of the public records request, there were emails and 24 and the request of the Attomey General was 1o make sure
25 other things like that, so [ just assumed that you were 25 that it wasn't within 2157
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Page 147

1 A My understanding was Foley and -- had a very 1 June 2019 board meeting.
2 specific difTerence of that opinion. 2 (Audio played.)
3 Q So you weren't aware that the PUP -- 3 A SPEAKER: "It will be intcresting,
4 A 1 know Foley thought it was completely in 4 especially with the -- in the middle of what we're
5 accordance with afl the statutes. 5 daing right now, 1o have 10 1alk about the
6 Q With215? 6 compensation structure, as much as it's needed,
7 A I 'wouldn't have imagined Foley would want 10 7 when we talk about the potential of Josing
8 continue — 8 employees as well as our senior management and
9 Q Did you ever hear the PUP described as a 9 retention and long-term compensation —
10 deferred comp plan rather than a bonus plan? 10 A SPEAKER: At the same time (unintelligible).
11 A Yes. %1 A SPEAKER: 1 think it's important for people
12 Q Okay. So that's taking it from 215 bonus to a 12 10 understand that the framework that was proposed
13 Section 112 Florida Statute -- 13 and discussed within the compensation committee
14 A That's your expertise, not mine. 14 would effectively render a long-term incentive
15 Q --deferred comp -- you don't have any -- you 15 compensation that would be worthless in the
16 don't have knowledge of that? 16 event -- in the face of traditional utility
17 A No. [acknowledge that | heard it referred (o 17 response.
18 as a deferred comp plan. 18 A SPEAKER: Correct.
19 Q Okay. 19 A SPEAKER: So ultimately what it is is
20 A And the reason I acknowledge that is Foley, 1 20 incentivizing growth -- o growth trajectory. Sol
21 believe, had talked about that in terms of being able 10 21 think that's an important distinction that everyone
22 make it cligible for collectively bargained employees. 22 understand.
23 But as to your -- the specifics of where it 23 A SPEAKER: Okay."
24 falls -- 24 {Audio stopped.)
25 Q Okay. You don't understnd the mechanics? 25 (Exhibit Number 13 was marked for
Page 146 Page 148
1 A Its not that ] don't understand. 1 just 1 identification.)
2 haven't ever investigated those statutes myself. 2 BY MR. GRANAT:
3 Q Do you know when the decision was made 10 stop 3 Q That comment was made afier Camille
4 considering the PUP under 215 and stant considering it a 4 Lee-Johnson's motion 1o pass the long-term incentive
s deferred comp under 112? S plan -
[ A No. [ A Yeah,
7 Q Do you know who made that decision? 7 Q - charging you to come back with a plan in
8 A No. 8 July?
9 You had teams of people working on this, so [ 8 A In hindsight, that's a misstatement.
10 would imagine it would be, as with most things at JEA, 10 Q Okay.
11 you know, you investigate, you do a whole bunch of 11 A Because, actually, if you — if you run the
12 investigation until such time if you find that your 12 numbers on the traditional wiility response, which was
13 investigation says that you can't move forward, you 13 corrected in July, the plan would have been worth
14 stop. 14 $30 million.
15 Q Okay. Do you have any other evidence of my 15 Q Solet's -- let me ask you flat out. Was the
16 involvement with the PUP other than this June 17th very 16 PUP created for the purpose of a successful ITN?
17 basic memo on Statute 2157 17 A No.
18 A Just emails that ] saw when reviewing stufT, 18 Q No?
19 But I don't -- 19 A No.
20 Sean, I'm not trying to -- no, | don't have 20 Q It was legitimately considered for continuing
21 specific evidence that - other than what has been 21 JEA under a Scenario | or 2 situation?
22 provided to me in public records, 22 A It started under ~- it started a5 a [ong-term
23 Q Well - okay. 23 incentive for all employees back in December, before
24 Let me -~ let's go to another clip. I'm going 24 there was ever any contemplation or even | knew the
25 10 ask you about something. And this is a clip from the 25 words ITN. And then progressively it developed.
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Page 14% Page 151
1 And in June and July, when we got to the 1 right?
2 strategic planning process of comemplating 2 A That's absolutely right. And that's onc of
3 recapitalization to solve the constraints, we did what 3 the reasons why we got 1o where on November 12th | said
4 humans do, We said, okay, we now have this plan. We've 4 this is incongruous and we need — we need 1o be done
5 been working on it for seven months. Let's incorporate 5 with it.
6 recapitalization. Because you need to conlemplate every 6 Q And potentially under an [TN situation, the
7 single potential outcome in terms of, you know, how this 7 PUP could have been worth hundreds of millions of
8 would work. 8 dollars; do you agree?
9 After thai, the board approved it. I asked my 9 A lagree.
10 CAQ, my legal counsel, my CFO, my HR to do all the work 10 Q Do you remember telling members of your
11 necessary to make sure that it was, you know, in 11 short —~ of your senior leadership team that if a
12 accordance with all laws, statutes, and ethics codes, to 12 recapitalization occurred, there would be a large amount
13 the point where at - and then got to November 5th, when 13 of maney that could be used to fund the PUP?
14 the 1cams were so censternated and frustrated where 14 MR. MULLEN: Obiject to the form of the
15 Jason ond | talked about just killing it, and we killed 15 question,
16 it. 16 You can answer.
17 Q But in June of '19 when you made that 17 A Do I recall - the senior leadership team, |
18 statement in the clip we just played that an LTI would 18 don't recall being the one that told them that. But it
19 be worthless under a traditional respense, that was a 19 was at one point discussed that, hey, if an ITN ended up
20 misstatement? 20 being successful, then you would have a pocket of
21 A As| just said, yeah, it was a misstatement. 21 capital to be able to perform - (o fund debt and all
22 Q Okay. 22 the performance units and other things like that. |
23 A Because ultimately, when you look at the — in 23 mean, everything, right? So -
24 July, we corrected that, 24 Q Was that conversation before July 23rd, 20197
25 Q st true that under an ITN scenario, the PUP 25 A [don't think so.
Page 150 Page 152
1 value would be directly tied to the sale price of JEA? 1 Q Now, let me ask you specifically, you had a
2 A Asil - as it was designed, yes. 2 number of off-site meetings with your senior leadership
3 Q Intentionally designed? 3 team; right?
4 A No. Well - | don't understand. 4 A  Wedid, yeah.
s "Intentionatly designed,” what does that mean? 5 Q And prior to July 23rd, 2019, at any of these
[ Q Was it intentionally designed to be tiedto a 6 of-site meetings, did you ever make a statement to
ki sale price? 7 members of your senior leadership team that if there was
8 A No. It was designed to be tied to the 8 a recapitalization, there would be a large sum of money
9 financinl value of JEA, which was the book valuc, the 9 that could be used to fund the PUPs?
10 contribution to the City, and distributions to 10 A Not to my recollection, but ...
11 customers. 11 Q If others recall you saying that, is it
12 Q Okay. 12 possible that you said it?
13 A Which if you - the book value is the 13 MR. MULLEN: Object 1o the form of the
14 accounting book value of the business. Contribution is 14 question.
15 the equivalent of a dividend. And then basically — 15 A You're asking me to speculate on -
16 what did you call it — rebates to customers or the 16 Q I'masking, do you doubt - do you doubt it
17 equivalent of a dividend. 17 and say i's not true, or -- i'm telling you other
18 Q Did you know that the value of the PUP was 18 people have said that you have said that.
19 tied to the financial value of JEA when it was passed on 18 A Okay.
20 July 23rd? 20 MR. MULLEN: Object to the form of the
21 A Everyone did. 21 question.
22 Q Everyone did? 22 THE WITNESS: Then it's entirely possible, but
23 A Yeah. It's actually in the board doc. 23 it was part of what we were reviewing in between -
24 Q Inrelation to an ITN, the higher the sale 24 what would that be? July? June, July, whatever.
25 price of JEA, the more valuable the PUP units would be; 25 | don't know, when — when did they say | said it?
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Page 153 Page 155
1 BY MR. GRANAT: 1 the pool.
2 Q Ata mecting prior to July 23rd. 2 Q When did you know that? When did you
3 A Okay. But when? Where? 3 understand that that's how it would work under a
4 Q Youdon't recalil ever saying that? 4 recapitalization?
L] MR. MULLEN: Object to the form of the 5 A When the plan documents were being developed
6 question. 6 in July.
7 BY MR. GRANAT: 7 Q And se let's call -- just for purposes of this
8 Q You remember or you don't. 8 conversation, let's call 10 pereent of anything over 3.4
9 A No, I don't remember. 9 billion netted to the City --
10 Q Okay. 10 A Yeah,
11 A Butif somebody - you know, if you have a 11 Q - the formula. Okay?
12 bunch of people that - 12 A Sure.
13 Q Tell me what would have happened if the PUP 13 Q Did you know of the formula before
14 passed and there was a recapitalization. What would 14 July 23rd, 20197
15 have happened - 15 A Yeah, because that's what was actually
16 MR. MULLEN: Object o -- 16 presented 1o the board.
17 Q -—tothe PUP? 17 Q That formula was presented to the board?
18 MR. MULLEN: Object to the form of the ig A Yes, That's what's in the board package
19 question. 19 online on JEA.com.
20 A So, number one, in order for the 20 Q s that in the July 23rd board package
21 recapitalization to occur, you would have had to have a 21 materials?
22 board vote. And | do remember this being a discussion 22 A Yeah. Now, it's -~ you know, that formula is
23 with legal counsel that performance units were not a 23 wrilten in a way that [ think the team, Foley, you know,
24 mean — were not within the control of senior 24 and the finance group ended up — it's in Exhibit A, |
25 management, because you had to have a board vote. You 25 think, of the plan. And I don't know where it is. Does
Page 154 Page 156
1 had to have a City Council vote. You had to havea 1 anybody?
2 referendum, and then you had to have regulatory approval 2 (Discussion off the record.}
3 and a financial closing in order for the 3 MR. MULLEN: For the record there, Sean, |
4 recapitalization event definition to tripger, 4 think you skipped 9 and 10, unless those were meant
5 And so, you know - ] to be the video clips.
6 Q Well, ] think I've already answered it, and [ 6 MR. GRANAT: Those, | think, what we're
7 think you agreed that if’ a recapitalization did occur = considering the clips.
8 and there was - 8 MR. MULLEN: All right. And then your last
9 A Yeah. 9 video clip that you played, that would be 12, but
10 Q --anamount of money over, | think, 3.4 10 you didn't designate -
11 bitlion netted to the City, 10 percent would have gone 11 MR. POWELL: That would be 13. I'm sormry.
12 to fund the PUP, right? 12 12 -
13 A Correct. And that was part of - that was 13 MR. MULLEN: Sa the video would be 12?
14 part of the plan documents from the ume that the board 14 MR. POWELL: The video - this last audio
15 approved it 15 would be 13.
16 Q Allright. Did you ever calculate what the 16 MR. GRANAT: Right. Sowehadan 11 and 12,
17 potential payouts of the PUP might be? 17 So this is 14.
18 A Yes. Actually, a lot of people did. 18 (Exhibit Number 14 was marked for
19 Q Who calculated what the payouts may have been? 19 identification. )
20 A | know that | heard of people in the finance 20 BY MR. GRANAT:
21 department calculating it. Senior leadership team 21 Q Mr. Zahn, I'm going to give you a copy of the
22 members calculated it. [t's a prefty easy calculation. 22 board materials for July 23rd, and [ have Bates stamped
23 Q Explain the calculation 1o me. 23 these. Okay? They're - with your name Zahn, 1 through
24 A It's, in your own words, anything over 3.4 24 352.
25  billion, you take 10 percent, and that's the value of 25 MR. MULLEN: And this is the cntire board
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Page 157

Page 159

1 package for the July 23, 2019, board meeting? x leadership as well as everybody through the typical

2 MR, GRANAT: Itis. 2 board approval process. And, again, as is normal

3 And it's — we said this is 14. 3 course, | would have had conversations with all the

q THE WITNESS: So go to Page Zahn 279. 4 board members ahead of the July board meeting,

5 "Employce PUP pool equal 1o 10 percent of value 5 walking them through cach of the different items of

3 created in excess of challenge target." 6 the board package.

7 Employees must increase vajue of JEA by at 7 BY MR. GRANAT:

8 Ieast $300 million to benefit - the calculated 8 Q So are you telfling me that you sat down with

9 value is the sum of the net position, the City 9 cach of the board members and explained to them that if
10 contribution, and any refunds to customers. 10 there was a recapitalization, the PUP would be funded
33 BY MR. GRANAT: 11 with 10 percent of anything over 3.4 billion that was
12 Q Okay. So - okay. 12 netted to the City?
13 1 see where il says, "Employee PUP pool equals 13 A Not in those exact words, but actually, if you
14 10 percent of value created in excess of the challenge 14 watch the board meeting, Alan Howard actually asked that
15 target value." 15 exact question. He said, what happens in the event of a
16 Right? 16 recapitalization? How does this work? Does the
17 A And then above it, the challenge target value 17 performance unit have value? And the answers were yes.
18 is 3.39 billion, which is a 300 million increase over 18 Q Let's do this. At the time that this PUP plan
15 forecasted, because at that point the audit hadn't been 19 was passed on July 23rd, 2019, you were aware, then,
20 completed. And then it says this is how it works. 20 right, that if JEA was - there was an ITN and there was
21 | mean, that was the -- that was the layman - 21 some sort of sale and the City netied $4.4 billion, then
22 and ] remember - | went back and watched the video, and 22 10 pereent of $1 biltion would have funded the PUP —
23 around this, this is where Ryan Wannemacher said, so, 23 MR. MULLEN: Object 1o the form of the
24 for example, il you had a $600 million increasc in the 24 question,
25 value of JEA, then that would be 300 million over the 25 Q - isthat ight?

Page 158 Page 160

1 challenge target, so 10 percent of that 300 million is 1 A Yes, that's what it - | mean, that's what all

2 30 million. It's on the board package. 2 the documents and public records say.

3 Q Is that what Mr, Wannemacher said? 3 Q Okay. I'm asking you --

4 A Ontelevision in the board meeting. 4 A So of course | was aware.

5 Q Okay. 5 Q Soon July 23rd, 2019, you were aware that if

6 A Yeah, 6 the City netted $1 billion out of the sale of JEA that

7 Q And sa is this - 7 the PUP would be funded with $100 million?

8 A And | confirmed with board members afterwards B A That the City would have to net 4.4 billion.

g that they understood that. 9 Q Okay. Let me restaie that, because I want a
10 Q Page 279, Zahn 279, this is how you 10 clean question here. | want to make sure there's no
11 communicated to the board what the formula would be in 11 misunderstanding.
12 the event of a recapitalization — 12 On July 23rd, 2019, when the PUP was passed,
13 MR. MULLEN: Object to the form of the 13 were you aware that if the City netied 34.4 billion out
14 question. 14 of the sale of JEA that the PUP would have been funded
15 Q — this slide? 15 with $100 million?
16 MR. MULLEN: You can answer. 16 A Yes.
17 A No. There's the totality of the entire 17 MR. MULLEN: Object to the form of the
18 presentation, and then there's actually — where's the 18 question,
19 resolution — 19 THE WITNESS: And again, that was well - that
20 MR. MULLEN: From the meeting? 20 was well defined by — that was well undersiood by
21 THE WITNESS: The resolution from the meeting 21 everyone. | mean —1mean ...
22 had a more robust — so Zahn 347, 348, 349, 350, 22 BY MR. GRANAT:
23 this was drafted by OGC. The resolutions were 23 Q My question, though, is did you, as CEQ -
24 drafied by OGC. 24 A Yes, I'veanswered.
25 And this would have been reviewed by senior 25 Q - of JEA understand that?
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Page 163

i A Yes. 1 A It's in writing on Page --
2 Q Did you tell that to the JEA board? 2 Q !understand it's in writing. I'm asking you,
3 MR. MULLEN: Object 1o the form of the 3 as CEO of JEA, do you feel that you advised the board
4 question. 4 that that was the formula?
5 You can answer, 5 MR. MULLEN: Object to the form of the
6 A Yeah, we talked about it - | talked about it 6 question.
7 with the Chair. We talked about it in individual 7 You can answer.
8 meetings. Yeah, we - 8 A Yes, il's in writing in a presentation
9 And then actually Alan Howard cven asked how 9 provided to the board.
10 does this -- now, he didn't use your hypothetical, but 10 Q And you're relying on it just being in writing
i1 Ryan Wannemacher used a hypothetical of 600 million 11 and the presentation that we can all watch -
12 increase and not a billion. You used a billion; he used 12 A On television.
13 600 million, right? 13 Q  --on television; is that right?
14 Q Well, when this PUP passed, you were aware 14 A That's the whole --
15 that a sale of JEA could result in hundreds of millions 15 MR. MULLEN: Object to the form of the
16 of dollars going to the PUP? 16 question,
17 MR. MULLEN: Object to the form of the 17 You can answer.
is question. 18 THE WITNESS: 1 also, you know, sat down
19 You can answer. 19 with — and my team sat down with the board members
20 BY MR. GRANAT: 20 and talked to them about everything in the July
21 Q Depending on the sale price? 21 board package.
22 MR. MULLEN: Saome objection. 22 BY MR. GRANAT:
23 A Everyone was aware, 23 Q Allnight, Did you talk to the board
24 Q And you were nware? 24 specifically about the potential large size of value
25 A And | was aware. | am - yes. 25 that these PUPs might result in?
Page 162 Page 164
1 Q And knowing that, you allowed the PUP 1o be 1 A Well, at that point in time, we didn't
2 passed by the board? 2 actually know — it was a hypothetical. Does tha make
3 MR. MULLEN: Object to the form of the 3 sense?
4 question. 4 So we didn't actually know what the real value
5 A Ican't allow the board to pass anything. The S of JEA was until actually right around when we killed
3 board passes whatever they want to pass. I's their 6 the plan, because that's when it became pretty evident
7 prerogalive. 7 how big the plan would be. We got the revised replies
8 Q You presented the PUP to the board for passage B November 6th, | want 1o say.
g with that knowledge - 9 Q And what was the greatest bid?
10 A With OGC's ~ with OGC's sign-off from 10 A So ! understand this is going to be a public
11 July 22nd, which I would never have taken for the PUP if 11 record. Are you sure you want me to answer that
12 I hadn't gotten the letter from Jason, Lawsikia and -- 12 question?
13 and that is the reason why I asked for that letter, 13 MR. GRANAT: Is it still confidential?
14 because 1 wanted 1o make sure that everything in the 14 MR. PHILLIPS: | don't -
15 ITN, everything in the performance units, everything in 15 THE WITNESS: | believe it is.
16 the employment agreements, everything that was being 16 MR. MULLEN: As | recall, the bid information
17 presented had been reviewed by counsel and the board had 17 has not been made public, because I think some of
18 the proper authority and the proper reviews of - the 18 the bidders objected to the public records request
19 entire mechanism of consolidated government had reviewed 19 and asked for the numbers to be --
20 this. 20 MR. GRANAT: That might have been resolved.
21 Q And so you feel — or let me rephrase that. 21 MR. MULLEN: -- redacted.
22 Do you feel that you advised the board of this 22 (Reporter clarification.)
23 10 percent over the target value would be - 23 MR. PHILLIPS: We can redact the transcript.
24 A It'sin writing, 24 MR. POWELL: That's true, we can always
25 Q -~ the funding of the PUP? 25 redact -
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Page 167

1 MR. GRANAT: Ifit's not a public record, it's 1 it and that it was public.
2 not a public record. 2 Q Did you sit down with Andy Allen and talk
3 THE WITNESS: So, again, that was around the 3 about the formula and potential payouts?
4 time that we decided — [, myself, Jason, the 4 A Again, | don't recall -~ | don't recall the
5 team - said we need 1o be done with this plan. 5 meeting with him, as | said earlicr, in July, but I'm
6 BY MR. GRANAT: § sure — that's why [ asked for my calendar so 1
7 Q And what was the largest bid? 7 could ...
8 A GRS 8 Q Did you it down with Alan Howard and discuss
9 Q 9  the formula and potential payout?
10 And do you know if that had gone through what 10 A Absolutely. And actually, I've reconfirmed
11 the net to the City would have been? 11 that with him even subsequently.
12 MR. MULLEN: Object to the form of the 12 Q When did you reconfirm that with him?
13 question. Objection. It's a hypothetical. 13 A In December
14 A Not off the top of my head. It would be 14 Q In person or on the phone?
15 something over .;mbably. 1s A On the phone.
16 Q And that would have resulted in (IS 16 Q And what exactly did you reconfirm with
17 @Rl o fund the PUP; right? 17 Alan Howard?
18 A So if the value of JEA went from $3 billion 10 18 A 1said, you know, it's clear that April Green
15 (SRR, so the value of JEA increased (R 19 istrying to go back on a number of resolutions that her
20 and the City had -- was able to obtain - and actually, 20 signature's on. What do you -- what the heck is going
21 the City was able to get§jji times the contribution, 21 onand what kind of politics are being played? Wasn't
22 which is basically only worth S, then the value 22 it really clear that it was 10 percent over 2 threshold?
23 of the performance unit would have increased, yes. But 23 And he said yes. Isaid, I thought it was
24 again, we killed the plan. 24 pretty clear to everybody,
25 Q Yeah, I'maware of that. 25 Q Did you tell - did you sit down with
Page 166 Page 168
1 So did you ever sit down with April Green and 1 Kelly Flanagan and discuss this formula with her?
2 talk about the formula and the potential payout numbers 2 A Maost of my board reviews work with ber were in
3 of the PUP? 3 conference calls, because she wos flying back and forth
4 A Yes. 4 to London. So sit down, L don't know. Bpt we would
5 Q When was that? S have talked about the performance units. She was on the
6 A It would have been before the July board & finance and audit committee.
ki meeting. | sat down with each of the board members. 7 Q Sodid you talk to Kelly Flanagan about this
8 Q And you specifically talked about the : PUP formula?
] potential value of the PUP - 9 A Yes. About the whole performance unit plan.
10 A Absolutely. 10 And | believe other members of my senior leadership team
1 Q You sat down with Camille Johnson and told her 1r did
12 the potential payouts and the formula? 12 Q So are you - are you saying that on July 23rd
13 A Actually, more than that, because she was the 13 when the PUP was passed, knowing the formula, you never
14 plan administrator, and we talked about how it would be 14 considered that a recapitalization might involve $4 or
15 administered and all that. 15 $5 billion?
16 Q Did you sit down with Fred Newbill and tell 16 A Iconsidered a lot of hypotheticals but didn't
17 him about the fonoula that we've agreed on and the 17 know.
18 potential payout numbers? 18 Q Soasthe CEO of JEA, didn't it occur to you
19 A Again, you're - 50 you're -- you're saying 19 that maybe you should discuss some potential sale values
20 potential payout numbers, 20 of JEA with your board before they passed a plan like
21 Q Yes. 21 this?
22 A So we walked through the formulas. [ wasn't 22 MR. MULLEN: Object to the form of the
23 going to sit around and hypothesize on, you know, 23 question,
24 transaction values, We did review it in public board 24 You can answer.
25 meetings on television so that people could understand 25 A So actually, as the CEO of JEA, in individual
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1 meetings with board members, after the 2017 T you didn't feel it necessary to sit down with each board
2 privatization, board members and [ talked — and Melissa 2 member and discuss with them the value of the PUP if 2
3 Dykes and Ryan Wannemacher and a whole bunch of people a recapitalization had occurred in the range of 4 or
4 talked about, you know, the value of JEA and what it 4 $5 billion?
5 might be worth or might not be worth. 5 MR, MULLEN: Object to the form of the
6 And there was a lot of - there was a Jot of [ question.
7 varinbility to that principally because of Vogtle and it 7 BY MR. GRANAT
8 being a $4-and-a-half-billion contract and not knowing 8 Q That's a yes or no question.
3 how that ever would be handjed. S MR. MULLEN: Npo, it's not. And the question
10 So, you know — while the (R was a bid 10 has been asked and answered multiple times.
11 for -- and by the way, there's a whole bunch of bids 1t MR, GRANAT: And you're here as a witness, and
12 somewhere in there — was a bid for JEA Electric and 12 please don't lead Mr, Zahn,
13 Water, it didn't take into account escrow - one of the 13 THE WITNESS: As I've answered before, yes, [
14 things - and this has been misteported in the media - 14 did talk to the board members about how the value
15 said that Vogtle is going to be left behind for the City 15 of the performance unit changes under a number of
16 to pay, and the reality was, no, that wasn't the 16 scenarios.
17  structure. 17 BY MR. GRANAT:
18 One of the things they contemplated was 18 Q Let mejust ask this. Before this PUP passed
19 putting R 19  onJuly 23rd, did you discuss with the board members
20 SR 20 what the valuc of the PUP would be if a recap occurred
21 G emerysee— 21 in the range of 4 or §5 billion?
22 Q Soon July 23rd, '19, when this PUP passed, 22 MR. MULLEN. Object to the form of the
23 you had not considered it necessary to have a discussion 23 question.
24 with the board members about the value of the PUP ifa 24 A Well, if a recap occurred in the form of 4 or
25 recap occurred in the range of 4 or $5 billion? 25 5 billion, the PUP would be worthless, because you have
Page 170 Page 172
1 MR. MULLEN: Object to the form of the 1 4 billion of debt you have to pay off
2 question. 2 Q Yeah Okay.
3 A Actually, I said — I think I answered [ did 3 Did you discuss with the board - before this
4 talk to the board members about that it's 10 percent 4 passed on July 23rd, did you discuss with individual
5 over a number, and if you have a transaction that's a 5 board members what the value of the PUP would have been
6 redemption, then it's going to be 10 percent over that G if there was a recapitalization and the City netted 4 10
7 number, 7 $5 billion?
B They're sophisticated board members. They can 8 MR. MULLEN: Object to the form of the
9 do 10 percent of a number. [ mean - 9 question.
10 Q Okay. So your position is the board should 10 A 1did not use the exact hypotheticals that you
1 have been able to figure that out for themselves? 11 talked about, but | did talk about how the value of the
12 MR. MULLEN: Object to the form of the 12 performance unit changed based on the contribution to
13 question. 13 the City. And it was well understood that that
14 A That's not my position. My position is that 14 contribution could go up in a recapitalization cvent or
15 the performance unit was a collaboratively developed 15 it could go down.
16 plan over a number of imonths with the - intimate 16 Q Well understood by who?
17 involvement with a lot of board members, a lot of 17 A All the board members.
18 leadership team members, a lot of finance members, 18 Q Why didn't the PUP coniain a cap?
19 internal and external. The entire -- you know, to my 19 MR. MULLEN: Object to the form of the
20 knowledge, a lot of OGC, special counsel, 20 question,
21 Willis Towers Watson. This wasn't, you know - 21 A Somy guess is 3 mis-draft, because at the —
22 Q Okay. 22 Willis Towers Watson actually talked about a cap.
23 A Itwas covered over a seven-month period of 23 Q Were you aware that there was no cap on the
24 time, 24 PUP?
25 Q So on July 23rd, 2019, when this PUP passed, 25 A Yeah, actually, we started - somebody brought
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1 it to my attention a1 the end of October, and ~ because 1 leaders after the July 23rd meeting and talked to them
2 | think it was a line of questioning from OGC, was 2 about how it would be extended to their membership.
3 asking a whole bunch of questions about, you know, this 3 Q Who besides JEA employees was going 1o be
4 needs 10 be a capped liability. 4 considered to participate in the PUP?
5 And so one of the things that [ talked to S A Dedicated OGC attorneys.
6 Herschel and Lynne about was, well, why don't we just 6 Q Which was Lynne Rhode and Miriam —
7 consider a cap. 7 A Yes.
8 Q When did you become aware there was no cap? 8 Q --Hill?
9 A When did | become aware? 9 Why were they going 1o be included?
10 It would have been somewhere between September 10 A Because the intent was 1o - ond that became o
11 and October. But, you know, again, the legal team was 11 pretty hotly debated topic, as | understand it, between
12 doing all of their review, and as [ understand i, that 12 Lawsikia and Lynne, that OGC attorneys would be
13 was one of the major questions of OGC, and so - and | 13 included. And the rationale nround it was that you
14 lef\ this to Herschel, Lynne, Ryan, Melissa, our HR team 14 would have all dedicated full-time employees --
15 to figure out how they would implement it in terms of, 15 professionals included in the plan.
16 you know, all the protocols and implementations, that 16 Q Whose idea was that?
17 kind of stufl. And we did start talking about a cap. 17 A Mine.
18 We never - it never got redrafted. i8 Q Did you contemplate anyone other than
19 Q Okay. 13 Lynne Rhode and -~
20 A But because — it never got drafted in, but 20 A No.
21 more because we were dealing with the more major 21 Q - Miriam Hill who weren't JEA employees?
22 structural issues of charter and AG. And - and when | 22 A No.
23 say "we,” the team and OGC and special counsel, 23 1 was always a CEO that wanted to take care of
24 Q Okay. 1 want to back up. | asked you il you 24 all my full-time employees.
25 recalled making a statement in an off-site meeting. And 25 Q So before the PUP was passed, you understood
Page 174 Page 176
1 let me just - I'm going to rephrase and sec il you 1 that if there was a recap, part of the sale proceeds
2 remember making a statement along these lines. 2 would fund the PUP; right?
3 Did you ever say that upon recapitalization or 3 A That's exactly what it says in the documents,
] change of control of JEA that there's a large sum of 4 and T understood that.
5 moncy being transferred and a small portion could be 5 Q And what made you feel like you and JEA
6 used to fimd an incentive plan for employces? & employees would be entitled to those proceeds of the
7 A Did I use those exact words, or did | make brd sale?
8 that siatement? 8 MR. MULLEN: Object to the form of the
9 Q Did you say that or something along those 9 question.
10 lines? Do you recall that? 10 You can answer.
11 MR. MULLEN: Object to the form of the 11 A I'm not sure how to answer that question. How
12 question. 12 do we feel entitled? That would have, you know -
13 A Again, the whole senior leadership team would 13 number one, you know, the board -- it was the board's
14 have been at that meeting, so — and again, | don't know 14 prerogative 1o implement the plan.
15 when that meeting would have occurred. 15 Number two, if that sale were to go through,
16 Q Do you ever recall if you made — anybody 16 you would have had 10 have the approval of the board, 19
17 reacting negatively to any statement that you made like 17 City Council members, a million-plus voters, regulatory
18 that? 18 approval. So the plan would have gone through the
19 A No. Definitely not. 19 scrutiny of a number of policymakers that had no benefit
20 So, in fact, there were 8 number of low-level 20 1o it plus the entire voting public.
21 employees that would actually — afier the July 23rd 21 Q Tell me what was it in November that led you
22 said, thanks for including all employees in the 22 to this realization that, gosh, that the recap would be
23 performance unit pian. | was == | think this could be a 23 too much, we nced 1o kill ~
24 great plan for all of our employees. 24 A That wasn't actually it. What led me to kill
25 In fact, | even discussed it with union 25 it was Lawsikia and Lynne having a very heated debate a1
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Page 177 Page 179
1 Foley and ~ about whether it's chart - you know, ruled 1 Exhibit 15, because the board package was 14.
2 by the charter and all the different legal arguments 2 (Exhibit Number |5 was marked for
3 that, as | understand it, you guys were having between 3 identification.)
4 July and that meeting. 4 (Audio played.)
5 And, you know — and that's the one mecting, 5 A SPEAKER: "l will tum it over to
& Jon, | was referencing when Jon Phitlips and — you 6 Mr. Wannemacher to explain how the performance
7 know, | would get updates, but there were a lot of 7 units work.
8 difTerent debates poing on between -- with counsel 8 A SPEAKER: So what we're proposing is the
9 having opposing opinions, which would have ultimately, 9 adoption of a performance unit plan which would be
10 as | understand it, been resolved on how the AG weighed 10 a new benefit program to enable cmployees 1o
13 in. bEa participate in both the upside and the downside as
12 Q So you're saying you didn't kill the PUP 12 the business changes.
13 because of potential value? 13 So employees will be cligible to purchase
14 A I'msaying it was the amalgamation of the 14 performance units for $10 per unit, and the units
15 November 5th meeting, recognition that it was - that 15 will increase or decrease in value based on the
16 it — that it could have a substantial - you know, that 16 financial performance of JEA over a three-year
17 the ITN's values were going to — could be substantial, 17 period.
18 There's a number of reasons. 18 Employees will be required to remain employed
19 Q So when was it that you had this realization 19 through the end of that performance period to
20 that the ITN numbers could be substantial? 20 receive any benefit from any (unintelligible). The
21 A On November 6th when the revised replies came 21 first performance period would be fiscal years 2020
22 in, 22 to 2022, and it's recommended that 30,000
23 Q So you referenced the July 23rd presentation 23 performance units be made available for purchase.
24 that Ryan Wannemacher pave. 24 In your packet, you'll find a full summary of
25 A Yeah, and Jon Kendrick. 25 the details of this program, but | wanted to walk
Page 178 Page 180
1 (Discussion off the record.) 1 through the board - walk the board through some of
2 (Recess taken from 2:47 pm, t0 2:54 p.m.) 2 the mechanics of how this would work for the first
3 THE WITNESS: Sean, | was thinking about 3 performance period
4 something. You said a number of times, you know, 4 So the performance units would increase or
5 that the performance unit could have been hundreds 5 decrease in value based upon the financial
6 of million dollars plan. Recognize that you also & performance of JEA. And before employees would see
7 had the pension plan that could have been - was a 7 any benefit from this program, JEA would be
8 couple hundred million dollars, the retention plans 8 required 1o exceed a challenge target for value
9 that were a component. 9 over the course of the performance period.
10 I openly acknowledge that the policy decision 10 So for the first period - for the first
1y around this performance unit ended up being widely 11 performance period, the three-year period,
12 unpopular, and | get it. But it was widely 12 employees would need 1o increase the value of JEA
13 discussed and presented. 1 mean, 1 understand the 13 by at lcast $300 million before they would receive
14 point, though, 14 any benefit. So between now and 2022, they'd have
15 BY MR. GRANAT: 15 to exceed $300 million in increased value.
16 Q The question, though, is, was the board 16 If they increase value by more than that
17 properly and adequately advised? 17 $300 million, they would be eligible to receive
18 A | believe so. 18 10 percent of the value that's generated above
1% MR. GRANAT: And you believe so. Okay. 19 300 million. So, for example, if employees
20 That's fair. 20 increase the value of JEA by $600 million, which
21 1 want 1o play a portion of the July 23rd 21 would represent a substantial increase of over
22 board meeting. And this is going to be Exhibit 14, 22 20 percent in the value of JEA over that three-year
23 The clip itself is labeled Number 3, just for the 23 period, these performance units would be cligible
24 record. 24 for 5 percent of the $600 million in value that was
258 MR. MULLEN: | think you want to call it 25 crealed. This would equal $30 million, or an
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Page 183

1 average of about $10 million per year over that 1 Q And then he kind of put that in perspective
2 performance period, To put that in perspective, it 2 and said that's a Jittie more than 6 percent of 1otal
3 represents a little more than 6 percent of our 3 annual payrol); right?
4 total annual payroll. 4 A That's what he said.
5 On the flip side, if the value of JEA was less 5 Q Let me ask you, can the value of JEA increase
& than it is 10day at the end of the performance 6 independently of employee performance?
7 period, the value of the performance units would 7 MR. MULLEN: Object to the form of the
8 decline in value, and employees would experience a 8 question.
9 loss at the end of the performance period. 9 A Independent of employce performance?
10 In the event that the employees increase the 10 Q No? You can't just raise rates and increase
11 value of JEA but it does not exceed the 11 the value of JEA?
12 $300 million challenge, then they would receive no 12 A You still need employees to perform their
13 guin -- experience no gain or loss and would simply 13 duties. | mean, you still need -- and that's a bourd
14 receive their money back at the end of the 14 decision of who has no vested interest in raising rates
15 performance period.” 15 just to increase the value of a performance unit.
16 (Audio stopped.) 16 Q  I'm just asking, is the value of JEA
17 BY MR. GRANAT: 17 completely dependent on employees improving their
18 Q So let me ask you some questions about what 18 performance?
i Mr. Wannemacher said. 19 A The financial value of any company is
20 He gave an example and said that if the value 20 predicated on a number of employee performance, market
21 of JEA increased by $600 million, right, that was his 21 factors, a whole bunch of things that go into the, you
22 example? 22 know - | mean, that's business. Business is predicated
23 A Uh-huh. 23 on sales. It's predicated on employee performance.
24 Q He said that was a substantial increase, 24 It's predicated on your customers continuing to consume
25 20 percent increase. 25 your product. Like —
Page 182 Page 184
1 That's a very large increase, would you apree, 1 Q But can you just answer the question? Aren't
2 in the value of JEA? 2 there factors, things that could occur that increase the
3 A Yecah, 3 value of JEA that aren't dependent on improved employee
4 Q Okay. But then he said the PUPs would be 4 performance?
5 eligible for 5 percemt of the 600 million; right? 5 A We could have a nuclear war and that would
6 A Right 6 have a pretty substantial impact on the value of JEA. |
7 Q Hedidn't use the 10 percent —~ 7 mean, we could have a hurricane and sales would go off
8 A Well, he used the 10 percent earlier to say 8 dramatically, and that would have an impact on the
9 10 percent of the overage in the challenge target was 9 performance of JEA. So -
10 300 million. So what he was doing is simple math - he 10 Q The things that could happen 10 increase the
11 was doing simple math, right? 11 value of JEA that aren't dependent on increpsed
1z Q Then he said 5 out of the 600, where he could 12 employee —
13 have said 10 percent of the 300; right? 13 A But what I'm telling you is there are equally
14 A I'msure he could have said a lot of things. 14 a number - thete are an equal number of things that
1s Q Alitle confusing? 15 have financial impacts on a business that go up and down
15 A Not to me. 16 and that the financial — the employees' performance is
17 Q That's not confusing o you” 17 one very major factor of that.
18 A And 30 million is — when he - he further 18 Q Butit's not the only factor?
19 clarified that it was 30 million, which would be 19 A Itis not the only factor.
20 10 pereent of 300 million. 20 Q You're aware, right, that the -- that Ryan
21 Q And then he said that would break down to 21 Wannemacher, during his presentation, told the board
22 about 10 million a year? 22 that the board packet contains a full summary of the
23 A Yeah, because that was the — the idea of the 22 plan? Dhd you hear him say that?
24 performance unit was that it was a three-year 24 A 1believe | heard him say that,
25 measurement period. 25 Q And it's true; right? There's a full summary
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Page 185 Page 187
1 of the plan and lots of documents that describe the plan X A Which is on Page 306,
2 in the board materials; right? 2 Q Well, that's interesting. Did you have a
3 A Yeah. Acwally, in the July board meeting, we 3 discussion with the board about that?
4 were very specific to include all of the materials on 4 A That was presented in the June comp committce
5 total compensation from beginning of conception through 5; meeting, and we talked about including all employces.
6 end so that the board had a comprehensive set of 3 Q Did you tell the board specifically that the
7 documents relative 1o that. 7 Willis Towers Watson material in the July 23rd board
8 Q And is it reasonable to expect that the board 8 packet only contemplated exccutives participating in the
9 is going to rely on the materials that you give them in 9 PUP?
10 their packets? 16 A Yeah, we reviewed this actual ~ we reviewed
11 MR. MULLEN: Object to the form of the 11 the presentation in the minutes. I you look at the
12 question. 12 June comp commitice meeting —
13 You can answer. 13 Q No. I'm asking you in the July 23rd board
14 BY MR. GRANAT: 14 meeting, At the time of the July 23rd boand meeting —
15 Q Don't you expect the board members to read and 15 A No, we didn't — becausc this was - this was
16 understand the materials you give them in the board 18 historical material provided as additional reference for
17 packet? 17 all board members on top of what was being presented, so
is A As a board member, 1 always read and 18 it went all the way back 1o January.
19 understand the materials that I'm asked 1o vote on. 1% Q So why did you include this -
20 Q  Well, as CEO, when you presented the July 23nd 20 Willis Towers Watson document in the July 23rd board
21 board materials 10 the board at that time, did you 21 mecting if it contained information that wasn't
22 expect that they would read and understand those 22 applicable to the PUP you were presenting?
23 materials? 23 A 1wanted to be complete and comprehensive in
24 A  Yeah. 24 providing every sinple document, including minutes,
25 Q You're aware that there's reference in the 25 around total compensation from inception to the time the
Page 1B6 Page 188
1 board materials that says that the PUP plan cost would 1 board was going to take an action.
2 be 3.4 million a year? 2 Q Are you aware that board members on July 23rd
3 MR. MULLEN: Ohbject 1o the form of the 3 reviewed this Willis Towers Watson document and relied
4 question, 4 on it and relied on the 3.4 million representation of
5 A That's in the Willis Towers Watson analysis. 5 cost?
6 Q Right. And it's in the board packet; right? 6 MR. MULLEN: Object to the form of the
7 A And it was specifically -- conflicts with Ryan 7 question,
8 Wannemacher's exact staternent at the board meeting. So 8 A I'mnot aware of that, but it would seem in
9 I'm aware that the number’s there, ['ve seen it 9 the preseniation that you got a - you gol a number that
10 Q Yeah, Let me point you to it in JEA 10 was tenfold that.
11 Exhibit — it's Exhibit 7, Page 305. Would you tum to 15 Q Ifit's the case that board members relicd on
12 it, pleasc? 12 this Willis Towers Watson number of 3.4 million, would
13 MR, MULLEN: It's under Tab 4, Page 305. 13 you agrec that the board wasn't well advised on what
14 THE WITNESS: Uh-huh, 14 they were passing?
15 BY MR. GRANAT: 15 MR. MULLEN: Object to the form of the
16 Q  And this is a slide from the 16 question. Object to the hypothetical.
17 Willis Towers Watson analysis; is that right? 17 A [ can't speak for boord members.
is A Yes 18 Q [ mean, did you point out to the board on
19 Q  And it says estimated cost of the performance 19 July 23rd that information that you included in this
20 units to all employees based on current incumbent base 20 packet contained a Willis Towers Watson compensation
21 salaries is 3.4 million? 21 strategy document that was inappliceble, and the fipures
22 A That's based on their recommendation. Their 22 and numbers in here didn't contemplate the whole company
23 recommendation also only recommended giving it to 23 participating?
24 executives and directors. 24 MR. MULLEN: Object to the form of the
25 Q@ Did you- 25 question.
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1 A That had been reviewed at the June comp 1 MR. MULLEN: Object 1o the form of the
o 2 commiliee meeting and — when the Willis Towers Watson 2 question,
J‘l 3 report was reviewed by Jon Kendrick and - where Towers k| A 1think | followed the advice of OGC in tenms
4 Watson analysis of JEA versus — and Jon Kendrick 4 of them drafting the resolution. 1 followed the advice
5 interim, you know, provided the commitiee with an 5 of an entire team. | had -- 1 had an entire team review
6 overview as well as was asked questions related 1o the 6 this entire board package before | came to review and
7 Towers Watson presentation. This item was presented for 7 approve it,
B8 information to the committee. 8 1t was reviewed with the board members
9 So | hear you zeroing in on that, but | alse 9 one-on-one, and I'm sure my calendar will reflect those
10 provided the total comp philosophy presentation from 10 meetings.
11 January's comp committee, the total package and minutes, 11 Q You said that OGC drafied the resolution. s
12 you know, from that. It was -- everything was produced. 12 that Lynne Rhode? Who drafied it? You don't know?
13 Q well-- 13 A You know, as | -- and | don't know if Lynne
14 A To be complete and comprehensive. 14 reviewed resolutions with, you know -- well, actually, |
15 Q What would your response be if I told you that 15 do know that those resolutions were reviewed by
16 the majority of board members who passed the PUP on 16 Jason Gabriel and Lawsikia Hodges, because the letter we
17 July 23rd believed that the cost would be §3.4 million 17 received on July 22nd stated as much,
18 as referenced by Willis Towers Watson? 18 Q The Willis Towers Watson document on Page 305
19 MR. MULLEN: Object to the form of the 19 also reflected that there was a cap, a maximum payout?
20 question, Asking the witness for his understanding 20 A As we taiked about earlier, it sounds like
21 of other people's perspective. 21 that was a drafling error. And it was actually part of
22 A T heard the siatement in the December 17th 22 0OGC's - and OGC's review from August 1o October. Asl
23 board meeting and also in the City Council meeting by 23 understand it, that was one of the major points that OGC
24 Kelly Flanagan to that same cffect. 24 said needed 10 be correcied,
25 Q  And I'm asking you, what is your response 1o 25 Q And let me ask you, the board materials from
(:;} Page 190 Page 192
1 that? 1 July 2314, did they contain the actual PUP document or
2 We'll use Kelly Flanagan as an example. She 2 just the summary?
3 believed when she passed that, based on the materials 3 A 1 don't know the snswer to that.
4 that she reviewed, that the cost would be 3.4 million. 4 Q Would it have been important 1o have a copy of
5 A Again, | also point to that actual board 5 the actual PUP plan in the board materials?
6 package, the presentation that was presented ot the 6 A So they contained a very detailed summary
7 board meeting that said it was 10 percent of the 7 which calls out all the major facets of the performance
8 overage, that it gave an example that was 1enfold that. 8 unit. That is attached to Resolution 2019-10. And in
9 So, you know, I understand the conflict. I'm not - I'm 9 the recitals of 2019-10, it says the board has reviewed
10 not disputing that, 10 a summary of the terms and has reviewed all the
13 Q Would you agree, then, that she was not well 11 applicable analysis.
12 informed of the PUP plan on July 23rd? 12 And, in fact, actually, April Green makes
13 A 1think I did -- 13 statement ahead of this in that board meeting that she
14 MR. MULLEN; Object to the form, 4 personally wants 1o assure the public that every board
15 A —my duty 1o inform her. 15 member has had a chance to review all the materials.
16 Q  You think that you did your duty even given 16 Q Ripht. And so my question is, did the
17 the fact that she understood the value 10 be 3.4 17 materials that you provided 1o the board contain a copy
18 million? 18 of the actual PUP plan?
19 MR. MULLEN: Object to the form of the 19 A In this board package?
20 question, 20 Q The July 23rd package.
21 A Again, | can't speak to what she believed. 2% A Apparently not, but [ would imagine that the
22 Q Do you think you could have done a better job 22 board membets — from my recollection, the board members
23 advising the board of - 23 got a copy of the plan or reviewed it.
= 24 MR. MULLEN: Object 1o the - 24 Q Why isn't it in the board packet materials,
4; ) 25 Q -- the specifics of the PUP plan? 25 though?
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Page 193 Page 185
1 A | can't answer that question. 1 the board about the PUP?
2 Q Now, you -- 2 MR. MULLEN: Ohbject 10 the form of the
3 A Again, but, you know, the important part about 3 question.
4 the performance unit plan is, okay - so it was approved 4 A 1feel ] did my duty to inform the board
5 on July 23rd. As the CEO, [ 100k the appropriate 5 adequalely. [t is easy four or five months later, after
§ measures 10 make suce that the sysiem of checks and 6 a massive political blow-up, to have a different
7 balances were followed, and at the end of the day, once 7 perspective.
] there's an issue that was identified, killed it. 8 Q Let's look at the next -~
5 Q You gave testimony at Councilman Diamond’s 9 A And [ think that's being quite clearly played
10 hearing - 10 out by, you know, one of the board members.
11 A Yes. 11 MR. GRANAT: This will be Exhibit 17, and it's
12 Q -~ on December 16th, nght? iz labeled as Clip 5.
13 A ldid 13 (Exhibit Number 17 was marked for
14 Q  You weren't swomn in then, but did you tell 14 dentification.)
15 the truth? 15 MR, GRANAT: We talked about Ms. Flanagan and
18 A Yes. 15 what she said, so let's hear exactly what she said,
17 MR. GRANAT: I'm going 1o play -- because 17 {Audio played.)
ig we've been discussing it and so there's no question 18 A SPEAKER: "And since Ms. Flanagan is here,
19 about it, | want to play another clip from the 19 would you like to speak about your contemporaneous
20 Diamond meeting. And this will be Exhibit 16, but 20 thoughts at the time of this board meeting? It's
21 for the record, the clip is labeled Number 4. 21 up 1o you.
22 MR, MULLEN: Do you have a time stamp? 22 MS. FLANAGAN: All right.
23 MR. GRANAT: | do, and | can provide that. | 23 A SPEAKER: Okay. Do you have a microphone
24 don't have it right now. 24 there?
25 MR. MULLEN: Okay. 25 (Unintelligible.)
Page 194 Page 196
1 MR, GRANAT: But I do have times for these 1 A SPEAKER: We'll pet youa spot. Here we go.
2 clips. 2 If you'l] just state your name for the record.
3 (Exhibit Number 16 was marked for 3 MR, FLANAGAN: Kelly Flanagan, JEA board
3 identification.) 4 member.,
5 (Audio played.} 5 A SPEAKER: Thank you, Ms. Flanagan.
6 A SPEAKER: "Ms. Rhode, I've heard from 6 And let me ask you just some generic
7 multiple board members there were two reasons why 7 questions, and 1) give you a chance to speak.
8 they voted for this plan. That comment, "ycs, 8 What did you think the cost of the PUP plan
9 sir”, you - you said OGC had opproved the plan and 9 was at the July meeting when you approved it?
0 the §3.4 million. 10 MS. FLANAGAN: At the time of the vote, [
12 So that comment caused multiple board members 11 believed it 1o be $3.4 mitlion per the
12 that | spoke to to vote in favor of the plan. So 12 Willis Watson report that was within the
13 if there were - 1 agree with =- well, and 13 compensation committee materials included in the
14 Councilman Diamond. Well, le1 = 14 board package.
15 {Audio stopped.} 18 A SPEAKER: Is that what you based your
16 BY MR. GRANAT: 16 understanding on, the materials?
17 Q  So that was Counciiman Salem, and he had 13 MS. FLANAGAN: 1t is what ] based my
13 heard - and we're going to talk about that later, 18 understanding on.
19 Lynne Rhode answening "yes, sic" 1o whether OGC approved 19 A SPEAKER: Were you briefed on the PUP plan
20 the plan, and we talked about that a little bit carlier. 20 prior to this meeting?
21 But the part sbout the $3.4 million, you heard 21 MS. FLANAGAN: As | reviewed my calendar and
22 Councilman Salem doing his diligence. The board members 22 diary for the weck, 1 believe that on either Monday
23 believed that was the cost. 23 ot Tuesday priot to the board packages being
24 So I'm just going to ask you, based on that, 24 recetved on Friday was my standing meeting with
25 do you feel that you did a satisfactory job informing 25 Mr. Zahn, and I do not recall the PUP being
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1 discussed during thal mecting. I BY MR. GRANAT:
2 As you know, this was a three-hour board 2 Q You don't know?
3 mesting for which the predominant material that was 3 We'll play another clip -
4 being discussed in that meeting was the strategic 4 A Again, you know, we're focusing on the
5 planning. 5 performance units. But remember, you also had similar
6 A SPEAKER: And what was your impression of € plans like retention and pension, all of which had
7 0GC's role at this point? Did you feel it had been 7 different impacts on different employees.
B8 vetted yel by OGC? 8 And pension, for example, I was not a very -
9 MS. FLANAGAN: In the course of delegating 9 was a very small beneficiary of that plan. That
10 responsibilities 1o management, | would not have 10 benefited all - mostly front line and long-term
11 been — it would not have been unusual for there to 11 employees and had very comparable values in terms of
12 be subsequent follow-up required. And as [ read 12 dollars, in terms of hundreds of millions of dollars.
13 the materials that have been produced for this 13 And, you know —
14 meeting, it docs not surprise me that there was 14 Q That's a good point, Mr. Zahn. Let's talk
15 further work to be done between OGC and management, 15 about the retention. The retention agreements were
16 But one of the primary rationales and reasons 16 given to all employees, and that said in the eventof a
17 for voting in favor of this was confirmation during 17 recapitalization, every employee would receive a bonus
18 that meeting that it was within the legal realm of 18 of one year's salary over three years.
19 the organization to pursuc.” i9 A In order to retain them at the company,
20 (Audio stopped } 20 correct.
21 BY MR. GRANAT: 21 Q Comect. But that's what it said; right?
22 Q Ms. Flanagan is 2 very smart woman. Would you 22 A Yeah,
23 agrec? 23 Q But the value of their salary was locked in as
24 A [ think a1l my board members are very smart 24 of July 23rd, 2019, right?
25 people. 25 A | don't think so. I think the relention was
Page 198 Page 200
1 Q Ms, Flanagan is a CPA and a high-level CFO - 1 at the -- it was comparable — no. That was the
2 A Yes. 2 three-year comparable comp.
3 Q - right? 3 [ don't know what the — I'd have to read the
4 Given her, | puess, ultimate misunderstanding 4 retention. | don't know if it was locked in. I think
5 of the plan, do you feel the PUP was clearly presented 5 it might have included wage increases. So it was at the
& to her? [ time of recapitalization.
7 MR. MULLEN: Object to the form of the 7 Q Okay. Well -
8 question, 8 A We'd have to go look at the document again,
9 A 1 feel ] fulfilled my duties to provide all 9 Q The document would say.
10 the adequate information for board members to make their 10 But | guess my question is, the value - or
11 own informed decision. 11 the cost to JEA of the retention bonus program could be
1z 1 would also point you to Ryan Wannemacher's 12 calculated, and it was known how much it would cost JEA;
13 direct statements contrary to exactly that 3.4 that are 13 right?
14 in the meeting right before the vote with a factor of 10 14 A As with the long-tenn incentive. You can
15 over that 3.4 number? 15 calculate what it is under a number of different
16 Q Sathat would be infonmation contrary to 16 scenarios.
17 what's in the board packet; right? 17 Q My question is the retention bonus program.
18 MR. MULLEN: Object to the form of the 18 It was a calculable number that was presented to the
19 question. 19 board? 1t was a known number; right?
20 A We've already discussed the conflict. 20 A It was a known - it was a number presented as
21 Q And so why wasn't that discussed or brought 21 one times the employees' —
22 out? 22 Q Current payroll; rnight?
23 MR. MULLEN: Object 1o the form of the 23 A At the time of recapitalization.
24 question. 24 Q Okay. That's your recollection or if -
25 25 A Orwhatever -
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Page 203

1 Q -itwas-— 1 Why wasn't there a number of scenarios or a
2 A Yeah, we didn't — we'll go look atit. | 2 worksheet or something provided to the board to show
3 mean, we can go look at — 3 different scenarios of what the PUP might be worth? If
4 Q Okay. But it was a known number, right, that i it was such easy math, why was there only one example
5 you could tell the board, this is how much this plan 5 given by Mr. Wannemacher at the board meeting that
6 will cost? [ happened to be inconsistent with the material in the
7 A And pension isn't a known number, Pension, we 7 packet that was given?
8 had a -- we had an actvary do an analysis. But as we :} A So [ can't hypothesize as to why
9 all know, actuarial analysis has changed dramatically, ] Mr. Wannemacher didn't give multiple scenarios. 1 can
10 and that actuarial analysis for the pension legislation 10 say you might have securities law issucs, [f you all of
11 would have been done at recapitalization as well and - 11 a sudden start forccasting the value afier you've
12 which would have gone — maybe two, three years later, 12 approved an ITN, you could potentially have procurement
13 that would dramatically shift. 13 law issues., And I'm not a procurement expert. You
14 Q But there was a - but there was a large 14 could have securities law issues. You could have all
15 payment contcmplated from JEA to the pension fund at 15 sorts of issues if you started trying 1o say - like
16 recapitalization; correct? 16 forecast values out on a public meeting.
17 A Specifically for JEA employees. 17 That being said, it was discussed with the
18 Q Right. And if the - if the calculations that 18 board members internally as to potential values of JEA.
19 were done were wrong for the pension, that was going to 19 And they were wide ranges.
20 be the City's liability in the future to have to pick up 20 Q Explain that to me, what you just said. [t
21 those extra payments; right? 21 was — [TN valucs were discussed with board members?
22 A Well, the pension is always the City's 22 A No. Priorto the ITN, you had -- you had the
23 liability. t's never been JEA's. 23 PFM report. That was from 2017, That had 2 number of
24 Q Okay. So ifthe actuarial was ofT, that was a 24 values in it. You had the council auditor's analysis,
25 tiability that was going to be on the City -- 25 That was a public document. That had a number of values
Page 202 Page 204
1 A Yeah. Butagain, so all three of those 1 init
2 programs, retention, pension, and performance units -~ 2 So those were public documents that, you know,
3 as | said, one of the great degrees of comfon that I 3 actually were reviewed ot board meetings on - in
4 drew beyond the systems of checks and balances that were 4 public.
5 followed after the July 23rd — because if you remember, 5 So there were wide ranges of values, and a lot
3 pension and retention had to be collectively bargained 6 of them accounted for — you know, could have taken into
7 and go through City Council -- was that we had full due 7 accouni — but no one really knew.
8  diligence, as Ms. Flanagan pointed out, continuing going 8 Q During the July 23rd presentation to the board
9 on. We had the Attomney General going on. 9 before they passed the PUP, why dida't someone from your
10 And even on the performance units, in order 10 managemnent leam bring up what would happen under an ITN?
11 for them ever 10 have value, it would have been very 11 A Actaally, Alan Howard asked the question, and
12 widely known at the time of a proposed transaction, 12 it was answered.
13 because the board would review it and get an opportunity 13 Q lunderstand that. A board member asked the
14 10 see exactly what that number is. 14 question. But why wasn'i that pan of the presentation?
15 To your point, that number would be fixed ina 15 And why wasn't it directly addressed?
16 transaction, and the board would review that number. 16 A Lthink it was directly addressed.
17 Then City Council would have the ability to review that 17 Q You mezan the question was answered?
18 number and opine on it and whether they approved it or 18 A Yeah
19 nol. And then a referendum and then regulatory approval 19 Q Soif that question hadn't have been
20 and closing before that payment could ever be made for 20 answered — the question hadn't been asked, then there
21 the performance units. And that's exactly the same for 21 would have been no mention of what would happen to the
22 the retention and the pension, 22 PUP
23 Q Well, | don't - | don't know that that's 23 A lcan't rewrite history. There could have
24 accurate, but let me ask you. Let me get back 10 my 24 been a whole - if that question hadn't been answered,
25 question. 25 there could have been a whole bunch of other
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Page 205 Page 207
1 questions == 1 questions.
2 Q I'masking you, why wasn't an ITN scenario 2 Q Okay.
3 part of the PUP presentation 1o the board on that day? 3 'm going to play the next clip. And it was
4 MR. MULLEN: Object to the form of the 4 actually a conversation between you and Rory Diamond
5 question. 5 just before - it was after a break just before the
6 A 1think it was. 1t was discussed. | mean, in 6 session started.
7 the board materials it even talks about recapitalization 7 {Audio played.)
8 and impacts of recapitalization on - in the summary, it 8 {Audio played was unintelligible.)
9 says -- which would be the direct result of an ITN or 9 {Audio stopped.)
10 and an IPO or a co-op. 10 BY MR. GRANAT:
11 Q Asthe CEO of JEA, did you not believe that it 11 Q Okay. Can you agree you said, "Rory, look at
12 was worthy of a discussion brought up by the management 12 Tab 0850 on Tab 66."
13 team 1o the board about what would happen to the PUP in 13 A Correct. And that references a transeript of
14 the case of an ITN? 14 the July board meeting where the $30 million was pointed
15 MR. MULLEN: Object 10 the form of the 15 out. Because at that point in time, | was just getting
16 question. 16 very publicly, you know, humiliated for, you know, and
17 A We did 1lk about it one-on-one. You can 17 charged with the same $3-and-a-half-million thing that
18 appreciate not wanting 1o forecast values right in front 18 you've been talking about, and | was pointing him to the
19 of a procurement as well as potential - and | don't 19 transcript where the number was actually tenfold that.
20 know all the SECs, but 1 can tell you that very rarely 20 Q And you were referring him to a transcript of
21 would a board or anybody ever want 1o forecast a value 21 the clip we heard earlier of Mr. Wannemacher talking
22 before they ever thought about that type of transaction. 22 about the $10 million --
23 Q So are you telling me that the - the eflects 23 A Yeah. So this package was only provided to me
24 of an ITN on the PUP was not discussed openly, brought 24 for the first time at that meeting
25 up by management, in the June 23rd mecting 25 Q Okay.
Page 206 Page 208
s strategically? 1 A And [ — so | was quickly — you know, my
2 A No, that's not what | said. 2 recollection of the July board meeting was that it had
3 Q Well, I'm asking you why it wasn't verbally 3 been discussed that the number - you know, that there
4 brought up by your management team for discussion with 4 was - that the 3 and a half million wasn't the number.
5 the board. 5 And then — and 1 had not watched that clip. 1 have
6 A 1 didn give the presentation. But | can € subsequently since December. But [ went really quickly
3 tell you management did answer the question as to what 7 and tried o find, you know -
8 recapitalization — and that's not just the [TN. That's 8 MR. GRANAT: Okay. Now, ] didn't finish
9 IPO. That's cverything. g playing the clip, because I just wanted to define
10 Q And | guess that -- my last question on this 10 it.
i1 is = you're right, it wasn't brought up by your i1 And what number are we on? DidI -
12 management team in their presentation. 12 MR. POWELL: This would be 18,
13 A It was answered. 13 MR. GRANAT: Thisis 18, And just for the
14 Q As the CEQ, before questions were -- it was 14 record, it's - on the digital file, it's called
15 opened up for questions, did you not feel that it was 15 Number 6.
16 impartant to bring up, that it should have been brought 16 (Exhibit Number 18 was marked for
17 up by you or your management team? 17 ideatification.)
18 A [feel-—- 18 MR. GRANAT: So let me just finish playing the
19 MR. MULLEN: Object to the form of the 19 clip of your conversation with Mr. Diamond.
20 question. 20 (Audio played.)
21 A [ feel I did my duty to inform board members 21 A SPEAKER: "The description of it all, it
22 both one-on-one as well as in board meetings. 22 talks about 30 million.
23 And 1 also view my board members, as you 23 A SPEAKER: Yeah.
24 already articulated, as quite sophisticated individuals 24 A SPEAKER: Like so there was discussion, but
25 able to formulate their own opinions and ask informed 25 to your point, not a full vetting, | acknowledge
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Page 211

1 that." 1 recapitalization, and your response to me on what
2 {Audio stopped.) 2 the math is is "l haven't done the math yet."
3 BY MR. GRANAT: 3 A SPEAKER: $4 billion, the threshold value, I
4 Q So you said there was discussion —~ you said, 4 believe, for 2019 would have been 3.4 billion. And
5 there was 30 million. Said "there was discussion, but 5 sg il would have been 10 percent of $600 million,
6 1o your point, not a full vetting, | acknowledge that.” § so $60 million, [ believe, in that instance.
7] A Okay. T A SPEAKER: Okay. At-—"
8 Q Did you say that to Mr. Diamond? 8 {Audio stopped.)
9 A It's on the recording. 9 BY MR. GRANAT:
10 Q And do you agree with that, that there wasn't 10 Q  Now, Mr. Zahn, was that known on July 23rd?
11 a full vetting of the PUP at the July 23rd, 2019, 11 MR. MULLEN: Object to the form of the
12 meeting? 12 question.
13 MR. MULLEN: Object to the form of the 13 A Sure, The PFM report was out. Everybody had
14 question. 14 the information that was publicly, you know —
15 A No, ldonot. Inthat mecting at the City 15 Q Did you hear how precise Mr. Wannemacher was
16 Council, I was trying to be very conciliatory and trying 16 able to state that to Mr. Diamond?
17 to take responsibility and - for a plan that had grown 17 A ['ll point you back 10 the page that | pointed
i8 widely unpopular as well as also basically be able to 18 you lo earlier, which said that the valse of the pool is
19 answer questions, And again, Il remind you it's the 19 worth 10 percent over the challenge tarpet, I think
20 same plan that, in consultation with OGC, we decided to 20 that's really clear. It's the same math,
21 kill. 21 Q My question is, did you hear how clear
22 All the checks and balances, every single duty 22 Mr., Wannemacher explained that in one sentence?
23 of care as a CEO was taken 1o make sure that this plan 23 A You got to remember, this is three or four
24 was handled accordingly and manaped appropriately, and 24 months later afler o massive political blow-up, and
25 we ended up in the right place. 25 you're in front of City Council in a very contentious
Page 210 Page 212
1 Q Sodo you believe there was a full veting of 1 place. | mean —
2 the PUP at the July 23rd meeting? 2 Q  Will you answer the question?
3 A As I've gone back and reviewed the tape, il's 3 A lam,]think. | hear - [ hear it's concise.
4 far more clear to me. 1 had not reviewed the July 23rd 4 MR. GRANAT: Let's continue. | rewound ita
s board meeting prior 10 that December 16th meeting. 5 little bit.
€ Q Okay. 6 {Audio ptayed.)
7 A 1 can understand how you can take some -- one 7 A SPEAKER: "The threshold value, | belicve,
8 or two statements of mine out of context, 8 {or 2019 would have been 3.4 billion, and so it
9 Q So you think that sttement was taken out of 9 would have been 10 percent of $600 million, so
10 context now? 10 $60 million, I believe, in that instance.
11 A As people, we ofientimes try and appease 11 A SPEAKER: Okay. At least 60 million?
12 and -- 12 A SPEAKER: So -- yes, that's correct.
13 MR. GRANAT: Okay. 13 Now, again, not having — this is all off the
14 I'll play another clip. And this is, again, 14 top of my head. 50 -- that's why [ want to be
is from the Diamond hearing. And we'll call this Clip 15 careful in the context of the record. But that's
16 197 16 the general broad map.
17 MR. POWELL: Yes, 19, 17 A SPEAKER: Sure. And as we go up a billion
18 MR. GRANAT: And for the record, this one on 18 dollars more cleared to the City, it goes up pretty
19 the digital file is called Number 2. 19 enormously to the point where Councilman Salem puts
20 {Exhibit Number 19 was marked for 20 the number up $1.6 billion with sufficient
21 identification.} 21 amount - not an unreasonable amount cleared to the
22 {Audio played.) 22 City, isn't that comrect?
23 A SPEAKER: "Got this right. You're the CFO 23 A SPEAKER: Again, that was in -- that was
24 of JEA. We're at a hearing to talk about the 24 reflective of all 100,000 units being atlocated.
25 enormously expensive plan and the problem with 25 A SPEAKER: Okay. So 1.6 billion divided by
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Page 213 Page 215
1 & 1 completed. And actually, [ believe the audit was done
2 A SPEAKER: By 3.3, yeah. 2 by carly December.
3 A SPEAKER: You can do that math, 3 Q  What audit?
4 A SPEAKER: Yeah. 4 A Our E&Y financial audit --
5 A SPEAKER: It's a lot of money; right? 5 Q Okay,
3 A SPEAKER: Understood. & A - by independent auditors.
7 A SPEAKER: Okay. So you're looking at the 7 Q Okay. The meeting on July 23rd was a very
8 equation. 8 important mecting. Would you agree with me?
] A SPEAKER: (Unintelligible.) 9 A Yes.
10 A SPEAKER: Plcase. 10 Q There were - you were asking the board to do
11 We're looking at the equation. You're the CFO 11 2 number of significant things that day; right?
12 of JEA. Lawyers for JEA are saying the equation is 12 A Comrect,
13 spitting out too much money and we're having 13 Q You're asking them to pass a new compensation
14 problems. You're making edits to the equation, and 14 plan?
15 you still haven't done the math, that this is going 15 A Which one?
16 to cost us $300 million if we get the sales price 16 Q In general, you're asking them 1o pass a new
17 right? 17 compensation plan that included an LTI?
18 A SPEAKER: | don't think there's a record of 18 A And employment agreements and retention —
19 that, 19 Q Right,
20 A SPEAKER: Okay. | don't think there is, 20 A --and pension.
21 cither. 21 So remember, there's substantial discussion
22 Did you ever do this math prior to, say, 22 about all of these employce programs being necessary to
23 August of 2019 of what the cost to the City would 23 provide comfort and security to employees to endure —
24 be if there's a recapitalization event and say we 24 Q | understand that.
25 clearcd $4 billion? 25 A — pretty substantial, you know -
Page 214 Page 216
1 A SPEAKER: It was -- it was very clear that 1 Q Butlet me just -~
2 it was intended to be 10 percent of whatever the 2 A - disruption to their daily life, That's
3 amount above the challenge target was, so -- 3 normal business. You always do that for your employees.
4 A SPEAKER: Yeah — 4 Q Let's just review that. All that was being
) A SPEAKER: -- correct. 5 asked of the board on the 23rd was the compensation
6 A SPEAKER: -1 get -- 1 pet the equation, & plan, your employment contract, SLT members' ecmployment
7 but did you ever plug the numbers in 10 see that 7 contracts, changes 1o the pension; right? All those
8 this was a Jot of money? 8 things?
9 A SPEAKER: It's pretty easy math. And so in 9 A AndtheITN.
10 the context of the conversation, it's 10 percent of’ 10 Q And authorizing pursuit of Scenario 3; right?
11 whatever the number is minus 3.4 billion. | - 11 A And - or authorizing pursuit of Scenario 2,
12 A SPEAKER: Okay. I mean, that's finc ~" 12 Q Right. Lots of decisions for this board to
13 (Audio stopped.) 13 make, would you agrec?
14 BY MR. GRANAT: 14 A Ycah, and which -- those were all very
15 Q Sothe 3.4 billion is a pretty significant 15 rationa! things to have contemporaneously contemplated.
16 number regarding recapitalization, right, in relation to 16 Q And would you agree that that day, July 23rd,
17 the PUP? 17 was = and the decigions that the board was going 10
18 A Well, it would be almost 50-plus percent mare 18 make were very, very imporiant?
19 value to the City than the current contibution. 3.4 19 A And we stressed thal to them ahead of the
20 billion would a lot of moncy. 20 July 23rd board meeting. They knew that very well.
21 Q Right. But it was known to you and Ryan 21 Q Now, let me ask you, when were the board
22 Wannemacher on July 23rd -- 22 members given the board materials?
23 A No. The 3.4 billion was determined by the 23 A [don'trecall. 1think they -- they were
24 audit at the end of the year, which would have been 24 given them in different pants and picces. You have a
25 September 30th, and that's when the audit started 1o be 25 document?
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Page 217

A lot of times board members were given paper
copics, by the way, for their review, just like | was
given paper copics for my review,

Q Okay,

(Exhibit Number 20 was marked for

identification.)
BY MR. GRANAT:

Q Arc you saying that because you're
anticipating an cmail that I'm about 10 show you?

A No. I'm just telling you that very frequently
we would provide board members paper copies ahead of
time for them 1o review.

Q  Okay. Let me ask you 1o look at Exhibit 20,
which is an email from you 1o Lynne Rhode, Melissa
Dykes, Kerri Stewant, and some others.

A Sure,

And it's dated Saturday, July 20th, 2019 —

Yep.

—at .17 am.

Yep.

And the subject is Full Board Package.

Right, which would be the full board package.
So every single agenda item compiled in the exact order
in terms of how it would go out, be distributed to the
public.

=0 >0 > 0

Q So it looks like earlier on the 19th there's a
message from you that says, "I need to review. Can we
plan to send tomorrow?"

And then Melissa Dykes responds, "Copying
Kerri so she can have someone on standby fo post
tomormow."

Right?

A Public post

Q  And then another email on the 19th from
Lynne Rhode that says, "The version of the memo
regarding bond counsel is old and needs to be replaced
with a final version. | can assist Madricka, or
whomever, 1omomow with making sure the right document
is uploaded.”

A Sure,

Q  And then your final -- would you read your
final response on Saturday, July 20th?

A "Approved once Lynne's comment is addressed
When does team want to get together to finalize board
docs for Tuesday? Have those been printed and laid out
in my office for review?"

Q  Was it normal for the board matenials to be
laid out in your office for you to review before they're
finalized?

A It was normal for the board package - so
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ofientimes pieces of the board package would be
distributed well in advance of the actual full board
package. Then what would occur is that I'd get an --
I'd get an accordion folder Jike that that literally had
this document laid out in this exact format that [ could
literally page-flip to make sure that it had every
single document in the right order so - for my final
approval perspective,

Q So rcading this cmail, Exhibit 20, on
Saturday, July 201h, you're asking when the team wanis
10 get together Lo finalize the board documents for
Tuesday; is that right?

A Correct. To finalize the board package, the
full package.

Q  So that would mecan the board package wasn't
finalized at least as of Saturday, July 20th, a1
T:17am?

A The full public package that would go out to
everyone on JEA com, correct.

Q Oh, so are you saying that the board was given
their packages before this?

A Thbelicve so.

Q So the board is given their packets before
they're finalized?

A No. They're given -- they're given different
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matcrials that, 1o your point, we had a lot of very
important materials 1o discuss, and we reviewed those
with them.

Q  So the board's piven the packets in picces
over time?

A Similar fo, for example - great example per
our carlier conversation. My employment agreement, sat
in my office and went through my cmployment agreement
with Apni Green and negotiated that with her. We
talked about all the major issucs of that. She was
given a paper copy or emailed it, | don't know.

But, you know, that would be a great example
of how you would take a major clement of the board
package, review with an individual board member to pet
their insights so that what was eventually finalized and
published publicly was something that had, you know,
different input from board members and where we could
answer their specific questions.

Q So what's your normal practice? To give the
board the board package materials in picces over time or
in one concise package?

A Both

Q Andso--

A And actually, one of my public records
requests was for the standardized board preparation
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1 process that the EAs followed.
2 Q Why wasn't the board packet finalized three
3 days before such an tmportant boand meeting?
4 A Well, one thing is ] was waiting on the letier
5 from OGC from Jason Gabriel and Lawsikia and Lynne
6 saying that they'd done their final review before ever
7 issuing a public document.
8 Q And, again, we talked about --
g A | pot that on July 22nd.
10 Again, there were oftentimes where you would
11 have a board package and then an agenda item would get
12 pulled, you know, last minute.
13 Q Okay.
14 A That was not uncommen.
15 Q Again, we discussed earlier that - and [
16 don't remember whether you said you were aware or not --
17 that Jason Gabriel told Herschel Vinyard and Lynne Rhode
18 that OGC had not signed off on the PUP and was geing to
ig consider what Pillsbury and Foley had done and were
20 going look at it over time over the next few months,
21 A And we did that.
22 Q Right?
23 A My interpretation of the letter | received was
24 not that, though. So when 1 read that Jetter, 1 read it
25 differently.
Page 222
1 Q Oh
2 A That being said, it doesn't matter, because
3 afler the -- after the board approved it, we did work
4 with peneral counse] to go through all those reviews we
5 tatked about.
6§ Q Did Herschel Vinyard or Lynne Rhode --
7 A No.
8 Q - everiell you that Jason had said we - OGC
9 had not signed off on the PUP?
10 A Na. Actually, they gave me the letter with
11 his signature on it that referenced the exact resolution
12 for the performance units.
13 Q With the caveat and the fooinote that we
14 already discussed, right?
15 A Wedid. And ! think to your point, that
16 caveat and footnote was part of the impetus, probably,
17 for having done all the therough review we did with OGC
18 and special counse and all the formal opinion requests
19 and continuing to do the work, which is what you do in
20 business.
21 Q So what involvement did Willis Towers Watson
22 have with the final PUP product?
23 A The legal document?
24 Q Yes.
25 A 1don't know.
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Q Do you know if Willis Towers Watson signed off
on the PUP?

A | don't know. That was not my relationship 1o
manage. That would be the VP of HR.

Q Do you know if the PUP is in linc with the
framework of — that Willis Towers Watson set forth?

MR. MULLEN: Object to the form of the
question.
BY MR. GRANAT:

Q Because that was what was directed by the
board; right?

A Soalotofitis. Wecertainly have covered
places where, you know, including 100 percent of the
employees as opposed o just exccutives. You know,
those are policy decisions,

Q And the way that the PUP was drafted, units
were going to be issued in January of 2020; right?

A Not necessarily. 1f the AG opinion and OGC
and ethics -- now, the resolution from the board does
say January.

Q It does say that?

A And the reason is because of a tax issue. But
just because the resolution says that, very similarly,
you know, I'm not going to move forward if | don't have
all the appropriate --
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And actually, Jon Phillips and Lawsikia, who
are here, can attest that | actually dropped into a
meeting where Lynne, Herschel, Jason, Lawsikia, and Jon
were talking about it in August. [ said, guys, if this
doesn't have every | and every T dotted and crossed,
then just tell me and let's kill it.

Q What was the rush with cramming the PUP
through?

MR. MULLEN: Object to the form of the
qucstion.
You can answer.

A Ireject the premise of that question. |
don't see it as cramming the PUP through.

@  Why - so you don't think the PUP was rushed?

A Clearly not. We issued a -- we issued a
formal opinion request to the Attomey General that who
knows how long that could have taken.

Q So why pass the resolution before you had that
answer?

A Because it was part of the total compensation
plan.

Q So why pass the 1otal compensation plan until
you have that answer? What was the rush 1o get that
done if you didn'l even know if --

A The board issued -~
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Page 225 Page 227
1 MR. MULLEN: Object to the form of the 1 A SPEAKER: So the plan document contempfates
Q 2 question. -} a program. However, the 30,000 is all that would
3 THE WITNESS: The board passed an approval 1o 3 be authorized under the current fiscal year
4 build a new building withowt having a final lease. 4 performance period.”
5 It happens all the time. 1 mean, there's a lot of’ 5 {Audio stopped.)
6 things where the board approves a policy decision 6 {Exhibit Number 21 was marked for
7 and then asks the CEO to work with appropriate 7 identification.)
8 staff consultanis and advisers 1o implement. And 8 BY MR. GRANAT:
9 il stafT finds that there's a problem, they come 9 Q And so that was Alan Howard asking if there
10 back 1o their board and say, hey, we have a 10 was acceleration under a recap, and Mr. Wannemacher
11 problem, which is what | did on November 12th. And 11 said, "yes, sir"?
12 April Green confinmed on November 19th, 12 A Yes,
13 (Discussion off the record.) 13 Q And that's the extent of the discussion at the
14 (Recess was taken from 3:47 p.m. to 3:58 p.m.) 14 July 23rd board mecting on the effect of a recap —
15 MR. GRANAT: A housckeeping matter, we're 15 A 1don'tknow,
16 going 1o conclude at 5:00, because this has pone 16 MR. MULLEN: Object to the form of the
17 way, way slower than | anticipated, and -- 17 question,
1B MR. MULLEN: How much time do you think you i8 THE WITNESS: [ don't know.
19 need tomorrow? 15 BY MR. GRANAT:
20 MR. GRANAT: - should be way into - 1 don't 20 Q Ifthat was all, do you feel that that was
21 know, That's dependent on the responses. 21 sufficient discussion of a recap effect on the PUP?
22 So 1 can tell you that we've been asked to 22 MR. MULLEN: Object to the form.
23 investigate by the board, and they're taking this 23 A It's the board's prerogative what they want to
24 very seriously, and we're going 1o take the time 24 discuss in a public mecting.
25 that we need. We're not unnecessarily dragping 25 Q At the time that that question was asked, were
(j“) Page 226 Page 228
ed 1 this out. 1 want you-all to understand that. It's 1 you aware that if a recap occurred, the value of the PUP
2 not my intent, 5o ... 2 could be over $100 million?
3 MR. MULLEN: Okay. Can you advise if you have 3 A ltcould also be negative.
4 other interviews 10 conduct afler Mr. Zatm's? If 4 Q Let me ask the question again. At the time
5 you can tell me. 5 that that statement, Clip 7 that we just played, was
6 MR. GRANAT: I don't know, 6 asked
Ty MR. POWELL: For the record, let me just i A We hadn't —- we hadn't revised -- we hadn't
8 confirm that we've fitlly executed the Garrity B received bids,
9 statement, and it will be placed at the front of 9 Q Let me ask my question. At the time that
10 the transcript, not an ¢xhibit to the -- to the 10 Mr. Howard asked his question about recap and the effect
11 praceedings. 1 of a PUP, were you aware that the value of the PUP could
1z (Discussion off the record.) 12 have been over $100 million?
13 BY MR. GRANAT: 13 MR. MULLEN: Object to the form of the
14 Q Allnght. I'm going to play ancther clip. 14 question,
15 This will be 21, Exhibit 21, And for the record, it's 15 A Ifevery single hypothetical scenario could
16 labeled Clip 7. And again, this is from -~ this is from 16 exist under the world, then sure, the PUP could be worth
17 the July 23rd, 2019, mecting. 17 $£100 million. But at the titme of that - how am | to --
18 (Audio played.) 18 how am 1 to forecast what the market's really poing o
19 A SPEAKER: "All right. 1 think | understand 19 bid? 1can't -- 1 don't know the value of a security
20 how it works. And then there's accelerated 20 until such time as [ know the value of the security.
21 {unintelligible). 21 Q  And so you hadn't considered various
22 A SPEAKER: Correct. 22 scenarios?
23 A SPEAKER: [ thought | saw somewhere where it 23 A Tconsidered a lot of scenarios, just like any
o 24 said there were 100,000 units. Is it 30,000 per 24 professional investor would.
k/:- 25 performance period? 25 Q Are you a professional investor or a CEO of
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JEA?

A I've been a professional investor in my past
life.

Q Okay.

A And so, you know, when you're contemplating
any sort of future event, you think, well, it could
be — it's the - that's why you run scenarios. | mean,
there are multiple scenarios, right?

Q Sois it wise to run multiple scenarios before
you make a business decision?

MR. MULLEN:; Object 1o the fonn of the
guestion.

A Yes.

Q Why weren't multiple scenarios given to the
JEA board of dircctors before they made a decision on
this PUP?

MR. MULLEN: Same objection.

A They were.

Q@ What multiple scenarios were they provided
with?

A Which page?

Ryan said if the value went up, it would --
they would increase by 10 percent. He said if the value
went down, it would be - it would decrease in value.
If the valuc stayed the same st 3.3 - 31034 - |
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mcan, a number of different scenarios were provided by
Ryan during that presentation.

Q Allripht. Other than --

A That's at least three.

Q Okay. Those are just --

A And then he gave a $600 million -- you know,
he gave a — what would that be -- a 34 billion scenario
under that. He also gave that one too.

Q  When did he give that? That was in the
Diamond hearing?

A Oh, the 600 million. I'm somry. You're
right. The Diamond hearing, was that when he gave the
3.6 billion or -~

Q You think he should have given the billion
dollar scenario in the July 23rd mecting, though?

MR. MULLEN: Object to the form of the
question.

A lthink we fulfilled our duty of care, and the
board members are savvy enough 1o be able 10 understand
what 10 percent means and see the documents and make
informed decistons, and if not, ask approprinte
questions, just as Mr. Howard was doing.

MR. GRANAT: Allright. That's your position?
Okay. Play another clip. This is -- this is
from the Diamond hearing, and it's going to be
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Exhibit 22 for us, but the clip itself is labeled
Number 8.

{Exhibit Number 22 was marked for
identification )

(Audio played.)

A SPEAKER: "So we have a plan that staris in
March. It's created by management and
Willis Towers Watson. It's presented to the board
at the end of the meeting. I's unclear to at
lcast one board member that this 1s not o $3.4
million plan, but potentially
hundreds-of-miltions-of-dollar plan in the event of
recapitalization. We're looking at the option, and
no one at that board meeting in staff at any point
discusses the impact of recapitalization on the
value ol the PUP; is that correct?

A SPEAKER: I1hink the - just looking here,
I think that the answer to the question about
recapilalization was something about -

A SPEAKER: if it happens in 30 days, you pay
off; right?

A SPEAKER: Actually, on 0853
(unimelligible).

A SPEAKER: It's paid ofT ot the time if it
occurs.

Page 232

A SPEAKER: That it would end the performance
period.

A SPEAKER: Yeah.

A SPEAKER: Yecah.

A SPEAKER: But that was it.

A SPEAKER: So, you know, at that point in
time, you know, again, we -- we had no idea whether

or not, you know, recapitalization would ever be

pursued. As you might imagine -- and 1 don't know,

Kevin, you can maybe speak to this - but | think

in the drafling of this, it was basically trving to

concentrate all potential future options, and

that's basically how recapitalization became part

of this,”

(Audio stopped.)
BY MR. GRANAT:

Q So Councilman Diamond, in the hearing,
basically asked you the same question | did, why wasn't
part of the management presentation addressing the
recap?

And you said that at the time, mcaning
July 23rd, you had no idea whether recap would be
pursued?

A Remember one of the aptions on the table for
the board was basically to -- and when 1 say pursued,
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Page 235

1 that would be whether the board - at the end of the So we did -- we did all the work on all the

2 day, the board would have had a choice to make at the 2 material presented in this board package so that we were

3 end of strategic planning as to whether or not to pursue 3 prepared which ~ whichever way the board decided to go.

4 the status quo, the traditional response, an IPO, a 4 Q But you did all that work, and the board on

5 co-op, and that decision wasn't going to be made for, 5 July 23rd may not have given you the go-ahead; right?

6 you know - well, it would have been nine months from 6 A Yeah, that's right.

7 that date, 7 Q So how much money was spent on the Scenario 3

8 Q So did you mean pursued as in a final decision 8 prior to it being approved on July 23rd?

) to actually recap? 9 A 1don't know that answer,

10 A Sure, 10 Q Millions?
11 Q Because at the time, on July 23rd, 2019, 11 A What?
1z recapitalization was certainly being pursued by JEA? 12 Q Millions of dollars?
13 A No. Weissued an ITN 1o understand what the 13 A ldoubtit. You had - only would be the law
14 market might bid. We issued -- ['m sure there a lot of 14 firms engaged by OGC, because the - McKinsey hadn't
15 bids that ge1 issued in government where government 15 done any work on it.
16 issues a bid, they get a bunch of responses, and they 16 Q McKinsey hadn't done any work on what?
17 say we're not going to do anything. 17 A Scenario 3, or recapitalization.
18 Q In your mind, that's not pursuing an ITN, 18 Q Before July 23rd?
19 starting the ITN process? 19 A ldon't think so.
20 A In my mind, that's getting information from 20 Q You had a meeting at, [ think it's called
21 the market. Just like an ~ you know, just like 21 Club Continenial?
22 evaluating your IPO, just like evaluating your co-op. 22 A Yes.
23 And at the end of the day, you had 7 23 Q It was July 10th through 12th?
24 policymakers on a board, plus 19 policymakers on the 24 A Uh-hub.
25 City Council who had to make a decision to actually 25 Q What was the purpose of that meeting?
Page 234 Page 236

1 pursue, you know, recapitalization. And candidly, you 1 A The purpose of that meeting was that we had

2 had 7 board members that had to choose one of those five 2 Morgan Stanley, J.P. Morgan, Pillsbury, OGC,

3 scenarios, four of which - well, two of which were 3 communications teams, 1o basically have a planning

4 government and three of which had some form of 4 session and start thinking about how — we had to

5 recapitalization. 5 work -- we had a mandate from the board in June to come

[ But one of - the co-op more than likely would 6 back with all these different scenarios. We had 1o

7 have lost - would have dramatically decreased the value 7 frame up all the different potential scenarios, 3(A) to

B of the performance units. IPO, who knows? 8 (F).

9 Q How much work had been done on Scenano 3 ] We had to think about how would we execute on
10 before the June 23rd board mecting? 10 that. We had 1o work on retention, because we were
11 A Substantial discussion with the board members 11 instructed 1o have employee prolection programs.

12 around the minimum requirements for the ITN and initial 12 So it was -- it was a preparation meeting for
13 drafting of the ITN, because we wanted to be in a place 13 a lot of the stuff that needed to be done before the
14 where if the board -- no matter whether the board chose 14 July board mecting.

13 Scenario 2 at the July board meeting, we had enough work 18 Q Why was it at Club Continental?

16 done that we could start implementing, 16 A Because you have — we had some 40, 50 people.
17 And if we had Scenario 3, we could basically 17 Q Was that the only place you could find 1o fit
18 start issuing engagements and execute — and get the ITN 1e 40, 50 people?

19 out the door and start — because that's a public 19 A | don't schedule venues —

20 meeting telling the world that you're about 1o issue an 20 Q You didn't choose Club Continental?

21 ITN. And in Florida, the moment you do that, you're 21 A ldidnot.

22 going to get nailed with a whele bunch of public records 22 Q Did you approve it?

23 requests, to which you don't want any bidder to get a 23 A Idon'tknow. A lotoftimes my EAs would
24 competitive advantage by getting more information 24 just handle venue scheduling.

25 sooner. 28 Q Club Continental is a pretty nice, upscale
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Page 237 Page 239
1 place, isn'tit? 1 having since January of 2019, Andsoil'sa
o 2 A I'm not going to make that statement. 2 follow-up, presenting a plan that would have
S 3 Q No? You don't think it's a fancy place? 3 effectively lived in perpetuity on an annual basis,
4 A 1 don't consider it fancy, but ... 4 just as other —
5 Q  What was the cost of the meeting at 5 A SPEAKER: Sure.
6 Club Continental? 6 A SPEAKER: | assume that this - this has
7 A 1 do not know the answer to that. 7 been passed by OGC. 1 know we've got some legal
8 Q Should you? 8 constraints over statutory plans?
9 MR. MULLEN: Object to the form of the 9 A SPEAKER: Yes.
10 question, 10 A SPEAKER: Yes, sir.
il A Asthe CEO of a muhi-billion-dotlar company 11 A SPEAKER: (Unintellipible.)
12 tracking the individual costs of venues? No. | mean, 12 A SPEAKER: Thank you, Madam Chair.
13 that's not — that's something that was managed by EAs. 13 A SPEAKER: You're welcome."
14 There's o whole financial team that reviews expenses to 14 (Audio stopped.)
15 make sure they're appropriate -- 15 BY MR. GRANAT:
18 Q When you say EAs, you mean exccutive 16 Q So it was kind of a compound question by
17 assistants? 17 Mr. Howard, and Lynne Rhode answered, *yes, sir*; right?
18 A Uh-huh. 18 A Uh-huh.
19 Q Soat JEA, a public company, the executive 19 Q And we talked about before, and you said you
20 assistants decide where we're going to hold meetings? 20 were not aware that Jason Gabricl, before July 23rd, had
21 A Aot of times they'll do the research to find 21 told Herschel Vinyard and Lynne Rhode that OGC has not
22 the venues, yeah. 22 reviewed the PUP and has not approved #; is that right?
23 Q Okay. And was this Club Continental meeting 23 A Apain, absolulely in contrary, I'll paint 10
24 catered, breakfast and lunches? 24 the July 22nd memo, which my - when | read it was an
25 A Yes. 25 approval, 1o take the appropriate step in that board
(::) Page 238 Page 240
- 1 Q And you don't have any idea what the cost of 1 meeting but not go through full implementation, which is
2 that was? 2 exactly what we did. We followed the -- we followed alt
3 A No. 3 the steps and procedures to diligence and reviewed the
4 Q You're not concerned with cost? 4 materials.
5 MR MULLEN: Object to the form of the 5 Q Well,if -
6 question, 6 A That's what I was -- that is the extent of
7 A I'm always concerned with costs, That's why | 7 what I knew was the -
] have a track record while at JEA of cutting substantial 8 Q Okay.
3 costs out of the business, to the tune of hundreds off k] A = writien document [ received.
10 millions of dollars of interest expense and being very 10 Q And I understand that's what you knew.,
1l cognizant of the profitability of the business. 11 Let me ask you, as the CEQ, if Jason Gabriel
12 Q Therc was a question in the July 23rd board 12 had told Lynne Rhode and Herschel Vinyard that he has —
13 meetirg by Mr. Howard about whether OGC has approved the 13 OGC has not reviewed the PUP and is going 1o conduct ils
14 PUP. Do you recall that? 14 own legal analysis poing forward, do you think that
15 A Ivesince watched the tape. 15 either Herschel Vinyard or Lynne Rhode should have
16 MR, GRANAT. Okay. And just for the record, 16 stated that in this meeting in response to Mr. Howard's
17 lex's -- I have that clip. 1t will be clip 20 - 17 question?
18 Exhibit 23, but it's labeled here as Clip 9 on the 18 A Again, | have no knowledge of what
19 digital file. 19 Jason Gabriel said. So you're asking me 10 opine on a
20 {Exhibit Number 23 was marked for 20 hypothetical,
21 identification.) 21 Q [ am asking you a hypothetical.
22 {Audio played.) 22 MR. MULLEN: Object to the form of the
23 A SPEAKER; "This is - you know, ahsent the 23 question and to the hypothetical.
— 24 conversation today, this is really a continuation 24 A I Lynne and Herschel had specific knowledge
1\_/) 25 of the conversation the board of directors has been 25 to something 1o the contrary, then | would expect them
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Page 241 Page 243
1 10 tefl me and anybody else. 1 I would be interested in that,
(\ 2 Q Should they have spoken up at this meeting? 2 A SPEAKER: Okay."
7= ‘} 3 A 1 would expect them to tell all the 3 (Audio stopped.)
4 appropriate people. 4 BY MR. GRANAT:
5 Bust again, the written letier with the S Q So he invited you 10 produce information that
6 signature on it was pretty clear to me and — which is 6 suggests that you did brief the board. Did you do that,
7 one of the reasons why | didn't question that answer, 7 or do you have tha?
8 You know, I read the writien letter to be very concise, ] A I've done a public records request for my
g which is that the board had the proper authority to move 9 calendar over 14 days ago, 1 think --
10 forward. 10 Q Okay.
11 Q Al right, 11 A - to try and get the calendars of when all
12 A Now, to your point, there's a footnote that 12 the briefings would have occurred.
13 says you have 10 go do all this other analysis, and we 13 Q So the briefings with the board members would
14 did exactly that. We followed all the checks and 14 be on your calendar?
15 balances. 15 A Yeah
i6 MR. GRANAT: In the Diamond-Salem hearing, 16 Q Okay.
17 Councilman Salem asked you a question. He was 17 A Actually, correct the record. John Mullen of
18 asking you about how the board members were 1B Phelps Dunbar did the public records request. [ did
19 briefed. And [ want to play that clip and then ask 19 not.
20 you a follow-up question. 20 MR. MULLEN: That's correct.
21 So this will be Exhibit 24, and it's going 1o 2 MR. GRANAT: Is that one of the items that you
22 be Clip 12 on the digital file. 22 requested expedition on? | don't remember if it
23 (Exhibit Number 24 was marked for 23 was emails --
24 identification.} 24 MR. MULLEN: I think the ernails was requested
25 {Audio played.) 25 for expediting. The calendar may not have been.
{:) Page 242 Page 244
i 1 A SPEAKER: "Do you know when the board packet 1 MR, GRANAT: Okay. We can sort that out.
2 for this particular meeting was completed? 2 MR. MULLEN: But if you would, Sean, since
3 A SPEAKER: | don't know. 3 we're talking about it, it would be good to
4 A SPEAKER: Okay. I've spoken 1o several 4 expedite that. [t should be obtainable from your
5 board members who have reached out to me. L folks. Usually the calendar and the emails are
[ A SPEAKER: Okay. 6 part of a Microsoft inbox.
7 A SPEAKER: They tell me they got it late 7 THE WITNESS: I'm surprised at how long it's
g Friday prior to the Tuesday meeting. 8 taken to just fill that, because | know how fast
9 Do you - do you know if the board members s JEA is with public records on - for everybody.
10 were briefed on the PUP plan prior to the meeting? 10 BY MR. GRANAT:
11 A SPEAKER: Yes. It's a practice to talk to 11 Q Okay. What's your understanding of how the
12 individual board members and make them apprised of 12 PUP units were going 1o be allocated?
13 significant elements that are coming up in board 13 A So that was a decision to be made by Camille
14 meetings, 14 Lee-Johnson. Certainly, again, we never got around to
15 A SPEAKER: No, I understand that's the 15 allocation. | know 1 had a number of employees ask, you
18 practice, and [ was told that normally occurs. For 16 know, certainly as they started doing - as they started
17 this meeting, though, I'm talking about. 17 kind of calculating, | had employecs say that they
18 A SPEAKER: My recollection, yes. 18 wanted as many performance units as they possibly could
13 A SPEAKER: Okay. 18 get.
20 A SPEAKER: | haven't -- don't recall 20 1 .did think about -- you know, the
21 deviating from that practice. 21 Willis Towers Watson, which is what you're -- what
22 A SPEAKER: Okay. Well, Lhave — | 22 you're pulling up, recommends just exccutives and
23 understand from board members that they got the 23 directors. As discussed, you know, that was very
24 packet late Friday and were not briefed. So if' you 24 contrary to my philosophical belief and that it was
{ 25 going to be to 100 percent of employecs.

could provide any information 1o suggest they were,

C
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w
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1 [ had thought through scenarios where they
2 would be ratably distributed across all employees
3 cqually. I thought about scenarios where there were
4 different grades, you know, based on the grade of the
5 employee.
6 So, you know, there was a number of, call it
7 scenarios that got played out in my head, but we never
8 got to a place where 1 discussed anything with Camille
9 about formal allocation,
10 Q So you never got to a place where you had a
11 recommendation for her -
12 A No.
13 Q - as 1o how it should happen?
14 A Cormrect
15 Q Well, I'm going to — I'm going to ask you
16 about what's Exhibit 14, the July 23rd board packet on
17 Page - and the Bates stamp is Zahn 339.
18 MR. MULLEN: That's in there.
19 Did you say 3397
20 MR. GRANAT: 339, right.
21 BY MR. GRANAT:
22 Q Yeah, And before | ask about this, you had
23 said that some employees had mentioned 1o you they want
24 as many units as they could get.
25 A Yeah,
Page 246
1 Q Who are those employees who said that to you?
2 A Oh, I'd say, you know, a lot of my senior
3 leadership team, a lot of directors. | would
4 ofientimes -- you know, we actually, afier the July 23rd
5 board meeting, had a leadership meeting with 400 people
6 where we just talked about how a total comp would have
7 been approved and -
8 Q Can you name me any specific people you recall
9 who said they wanted as many units as they could get?
10 A 5o there would be people whose names | don't
11 even recall that said, you know, they were interested in
12 the performance units. But my entire senior leadership.
13 You know, directors —
14 Q What are their names?
15 A So you've got Melissa Dykes, Ryan Wannemacher,
16 Herschel Vinyard, Kerri Stewart, Steve Mclnall, you
17 know -- keep just rattle them off, I mean ...
18 Q Do you remember —~ do you recall any
19 non-senior leadership team members expressing to you
20 that they would want as many units as they could get?
21 A Yes.
22 Q Who were they?
23 A  Diflerent people in the finance and accounting
24 depantment, but | don't recall their names, because |
25 had a hard time tracking 2,000 --
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Union leaders. Actually, I remember we talked
about them with union leaders, and a couple of the union
Jeaders, Valerie and -~ what are their names?

Q Which union -

A Well, that's IBW.

Q Right.

A We talked about it with them, and they were
very interested.

And remember, this is on the heels of nine
months of conversation with - in a lot of town halls
about trying 1o get employecs financially vested in the
financial success of the business. So people were, you
know - they were intercsted in it.

Q Yousaid you had a meeting with 400 employees.
Was that to discuss the PUP?

A No. We did board downloads. So afier each
boand meeting, we would have a board - a leadership
meeting at the library, where we'd go through, here's
what was discussed at the — you know, at the board
meeting, here's the results, here's these kinds of
things.

And then after that we would have a meeting
with the union leaders to inform the union leaders so
that they could inform their members, and we would cover
the same things.

Page 248

Q And where was the union leader meeting?

A That was on the 16th floor in one of our
conference rooms.

Q And that was after July 23rd?

A Correct.

Q And is that the 400-person meeting?

A No. That's the union leaders, The union
leaders are 15.

Q Okay.

A It's the union business managers and a couple
of their stewards, right?

Q So the 400-person meeting, was that -- which
meeting was that?

A That's the leadership meeting.

Q The leadership meeting,

A And that is all managers and above, all
appointed.

Q And that was at the library?

A Uh-huh.

Q And at that library meeting, the leadership
meeting, would that have been in July?

A Don't know. It would be on my calendar.

Q It would be after July 23rd?

A It would be after July 23rd.

Q Did you discuss the PUP at that leadership
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Page 249 Page 251
1 meeting? 1 A Yes.
2 A I'msure. We discussed everything that would 2 Q And then the next column says Market, and
3 happen at the board meeting. Any actions that were 3 under Executive, it says 40 percent; Director 8 percent?
4 taken, we would ~ 4 A Yep.
5 Q  What did you tcl] the leadership about the PUP 5 Q And so what docs that mean?
6 in that July meeting — or the post — 6 A That means that the market says that
7 A [ don't recall. 7 executives typically get 40 percent of the LTI
8 Q - 23rd meeting? 8 opportunity and direciors get 8 percent. And, you know,
9 You don't know? 9 LTI is a percent of salary is how that -- if you read
10 A No. 10 the second bullet.
11 Q  Are those mectings recorded? 11 Q So would that mean that the executives would
12 A 1don't know. 12 have the opportunity to earn 40 percent of their salary
13 MR. MULLEN: Did you say "l don't know"? 13 through an LTI?
14 THE WITNESS: 1don't know, 14 A That would mean ihat the market - so, you
15 BY MR. GRANAT: 15 know, public utilitics, comparable companies, 10Us,
16 Q Okay. So-- 16 everybody would have the opportunity to cam 40 percent
17 A And those would be typically presented by 17 of their salary annually in a long-term --
18 different senior leadership that -- you know, relative 18 Q Okay.
19 to what was going on. So HR would present, safety would 19 A~ propram.
20 present, and he presented a whole bunch of stufT, and 20 Q And when you say 10Us, that's an
21 then afier the board meetings, he'd also present, here's 21 investment-owned wtility?
22 what happened -- here's what happened at the board 22 A Investor-owned.
23 meeting, here's major actions, this is what you need 1o 23 Q [nvester-owned.
24 be aware of so that as your members -- as your people 24 And does that mean it's a private company?
25 ask questions, you can be informed. 25 A Yes. But [ -- Willis Towers Watson included
Page 250 Page 252
1 Q Were you at the leadership meetings? 2 govemnment entitics as well,
2 A Yes 2 Q Okay. | understand. | just wanted to be
3 Q Was your entire senior leadership team at 3 clear on what an IOU is.
4 these Icadership meetings? 4 Okay. So then the second part of this, it
5 A Unless they were on leave, 5 says Directors, then -- across to Market have an
& Q Okay. 6 opportunity to eam 3 percent of their annual salary
7 A And so were all the directors and managers of 7 throuph an LTI program --
8 the company. 400 people. 8 A Correct.
9 Q So back to Exhibit 14, which is the July 23rd 9 Q - is that right?
10 board packet. I referred you to Page Zahn 339. This is 10 So — and then the third column under the
11 a product from Willis Towers Watson,; is that right? 11 third chart is what was being proposed for the LTI plan?
12 A Corect. 12 A That's what Willis Towers Watson proposed.
13 Q  And I want to make sure I'm understanding 13 Q Okay. And so Willis Towers Watson proposed
14 this. I'm looking at the chant, and there's - 1 guess 14 the executives would have an opportunity 1o cam cqual
15 there's three — there's four charts, and I'm looking at 15 1o the market 40 percent of their salary?
16 the third one that says LTI Opportunity Percentage. 16 A That's correct,
17 A Uh-huh. 17 Q  And dircctors would be — it was proposed they
18 Q And there's a Current and -- with all dashes, 18 could cam 5 percent of their salary; right?
19 and there's - | guess the columns are Executive, 19 A Correct,
26 Dircctor, Manager, Individual Contributor, and 20 ) But that's under market?
21 Bargaining Units. 21 A Correct.
22 A Uh-huh. 22 Q Why would that be?
23 Q And soam | correct that this third column, 23 A ldon'tknow. You'd have to ask Willis Towers
24 LTI Opportunity Percentage, Cumrent, is what does JEA 24 Watson,
25 currently have regarding an LTT; is that right? 25 Q Did you not ask Willis Towers Watson about
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Page 253 Page 255
1 this? 1 or --
2 A This was a work product that ] - | had maybe 2 A Nao. Just--
3 ane or lwo meetings to talk about general direction. 3 Q -~ just what we were talking about?
4 Q Isece. And then they had proposed 3 — up to 4 A Just what we were talking about, 1
5 3 percent for the managers? 5 philosophically, just as an individual and a CEO, don't
[ A Yes 6 believe that that's the way you should skew fong-term
7 Q And then ] percent -- 3 percent for individual 7 incentive.
8 contributors? 8 Q Okay. Now -
9 A Yes. 9 A Now, at the end of the day, that wasn't poing
10 Q What is an individual contributor? What would 10 to be my call, 5o ...
11 that mean? 11 Q  So we're talking about Zahn 339; right?
12 A An appointed individual that isn't 3 manager 12 A Yes
13 of people that contributes individually. 13 Q And this was material that was provided to the
14 Q And then bargaining units, it was proposed 14 board?
15 that they could earn up 1 percent of their salary; 15 A Uh-huh,
16 right? 18 Q Did you inform the board members that there
17 A That's what Willis Towers Watson — 17 were portions of the materials here that you were not in
18 Q And that would be all the union members? 18 agreement with?
19 A Correct. 13 A Yeah, specifically my 50th percentile
20 Q That's the majority of JEA? 20 salaries, would be a great example of that. Another
21 A 1,600 people. 21 good example would be the 50th percentile compensation
22 Q Asopposed 1o 400 in management and appointed? 22 for senior executives, which is 42 percent below market,
23 A Correct. 23 1 didn't favor rising all of their salaries to he at
24 Q And so if you were to look at this chart, that 24 the --
25 would suggest that the PUP would be distributed or 25 Q Okay. Other than satarics, though, did you
Page 254 Page 256
1 allocated in a proportion that favored executives? i inform them that you didn't agrec with other things?
2 A That's what Willis Towers Watson recommended. 2 A Yeah.
3 Q Okay. And this is information that you — 3 Q What else?
4 were you not accepting that, or did you -- 4 A We talked about short-term programs which
5 A No. 5 we're under market on. So JEA is below market on that.
§ Q You weren't? 6 And we chose not to touch the short-term pay for
7 A So 'l take you to Zahn 322, which is CEO 7 performance program. Instead, what we chose to do -~
8 Competitive Market Pricing, where the average base 8 because, again, the principal thing -- and the quote in
9 salary is, you know, of combined market group, is 9 that that you played, references exactly that — it was
10 $800,000. The target bonus was 100 percent, so the 10 a seven- or eight-month period of time where we were
11 average total compensation in a year was $1.2 million. 11 trying to get all of our employees financially vested in
12 The employment agreement I negotiated for 12 the health and financial success and long-term value of
13 myself was well off the 50th percentile of what was 13 the business. So if you had union people that only got
14 recommended by Willis Towers Watsan, 14 1 percent, that docsn't do a whole lot.
15 So yeah, you get - you gel compensation 15 Q Okay. I'm going to ask you to look at Zahn
16 consultants that give you a whole bunch of data, but at 16 333.
17 the end of the day, policy decisions are decisions that 17 MR. MULLEN: You got the pages out of order.
18 get made by the board, and you work to do what you think 18 Here it is, right here. I'l put it back in order.
1% is in the best interest of your entire company. 19 THE WITNESS: Okay.
20 So yeah, 1 reject - 1 point-blank rejected 20  BY MR GRANAT:
21 this proposal, because [ thought that more of it should 21 Q This is part of the Willis Towers Watson chart
22 be skewed down towards the individual contributor on the 22 that was presented to the board on July 23rd, and under
23 front line. 23 the Public Power Utilities, under Prevalence, it says,
24 Q When you say you rejected this proposal, do 24 Long-Term Incentive Plans Are Used Selectively —
25  youmean the Willis Towers Watson proposal in total 25 A Uh-huh.
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1 Q -—npht? 1
2 Now, | know that Councilman Diamond had asked 2
3 you about a different version in the hearing, and 1 just 3
4 want to turn to that real quick. That's in Exhibit 7. 4
s The Diamond material is on Page 519 - well, it stants ]
6 on Page 519, but it's acwually on Page 523, 6
7 MR. MULLEN: What was the tab number, Sean? 7
8 THE WITNESS: | got it, 8
9 MR. GRANAT: It's 523, and it's Tab - 9
10 THE WITNESS: 33. 10
11 MR. GRANAT: - 33. 11
12 BY MR. GRANAT: 12
13 Q And do you recall that conversation with 13
14 Councilman Diamond -- 14
15 A Yeah 15
16 Q - about that? 16
17 A They say two different things. 17
18 Q Yeah. Let me just — just so we're on the 18
19 same page, let me play that. | have that clip cued up. ig
20 It's Exhibil 25, but it's going 10 be on the digital 20
21 file Clip 10. 21
22 (Exhibit Number 25 was marked for 22
23 identification.) 23
24 {Audio played.) 24
25 A SPEAKER: "You want to look at JEA 0523. 25
Page 258
1 That is under Tab 33, 1
2 For your information, this is that original 2
3 Willis Towers Watson draft document that you guys 3
4 were taking a look at. You see the chart there? 4
S You and [ discussed it carlier. 5
6 A SPEAKER: 05 -- 6
7 A SPEAKER: Based on -- it's Number 40523. 7
8 A SPEAKER: Yes. 8
9 A SPEAKER: Okay. So when we looked at this 9
10 before, we were kind of walking through the fact 10
11 that long-term incentive plans are unusual in 11
12 public power utility companics and that they're not 12
13 unusual in investor-owned companics. And it says 13
14 there in that Prevalence box that they are 14
15 UNCOMIMON. 15
16 And then if you look at this document that's 16
17 posted behind me - it's also in your packet - 17
18 that exact same chart is replicated to the word 18
19 except for - and you'll see - instead of saying 19
20 LTI plans arc uncommon, it says, LTI plans are used 20
21 sclectively. 21
22 At some point between this Watson Towers 22
23 report that you-all paid for and when you provided 23
24 the information to the board -- and this comes 24
25 right out of the board members' packet - it was 25

Page 259

changed.

Do you know whao changed it?

A SPEAKER: It would have to be
Willis Towers Watson.

A SPEAKER: They would have done that? Why
would they change the word "uncommeon” to
*selectively”?

A SPEAKER: So this is a dmft, and 1 know
between this draft and the final, they did a lot of
work (unintelligible).

A SPEAKER: Okay. And did anyone at JEA have
the ability 1o edit these documents prior 1o the
presentation to the board?

A SPEAKER: Not that I'm aware of.

A SPEAKER: Okay. Allright. We can follow
up with them."

{Audio stopped.}

BY MR. GRANAT:

Q Sol want 1o ask you, you said that
Willis Towers Watson had done some more diligence -

A Ycah.

Q - and then made the change.

Do you know if there are other public power

utilities who have long-term --

A I'mnot a compensation specialist. You know,

Page 260

I pushed Willis Towers Watson. [ said, Jook, surely
there have to be some, because they gave us - you knaw,
a lot of compensation consultants will give you a first
draft and they'll give you a whole bunch of stuff, and
you give them feedback.

Q So you're not aware of whether they found
others - as we -

A As | understand, you know, it says for those
public power wtilities with LTI plans, eligibility
typically -

So they must have found some plans if they can
make that statement.

Q As we sit here today -

A Ycoh,

Q - are you aware of any other public power
utility that has an LTI plan?

A I'm not from the public power space, so |
don't have --

Q Well, you - you're not from the public power
space?

A I've always been in the private side.

Q But you're the CEO of JEA.

A Sure. | have been.

Q So you are, right, at least since -- when did
you start with JEA?
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1 A April of 2018.
2 Q Okay. 1 mean, so —
3 A And ] was focused on a lot of facets of
4 running the business as opposed to going and
] investigating long-term compensation plans of other
6 pubtlic utilities. So 1 was focused on de-leveraging the
7 business. | was focused on making rates lower, | was
8 focused on dealing with Vogtle. 1 was focused on a lot
9 of other things that were higher priority to me.
10 Q And I'm just simply asking if you had received
11 information about any other power -~ public power
12 utilities or if, as we sit here today ~
13 A 1 have not.
14 Q - do you know another that has such a thing?
15 And you do not?
16 A No.
17 Q Okay.
18 A As Jason Gabniel's, you know, letier on the
19 12th says, that this is in all context and —
20 Q Have you ever heard of the PUP called a
21 unicom, described as a unicom?
22 A No.
23 Q Have you heard anybody call it that?
24 A No.
25 Q You said no?
Page 262
1 A No.
2 Q Okay.
3 A A unicom?
4 Q A unicom.
5 A 1don't -- [ don't even understand that
6 question.
i Q Yeah. I'm just saying have you heard any of
8 your senior leadership team members refer to the PUP as
9 a unicom or describe it as a unicom, meaning unique
10 or -
11 A No.
12 Q - oneof akind?
13 A No.
14 Q Or something that doesn't exist, perhaps.
15 Did any JEA employces ever supgest to you that
16 they thought the PUP was a bad idea?
17 A Nao.
18 Q Did any JEA employees ever inform you of any
18 concerns they had with the PUP at any time?
20 A No.
21 There was dis - to be - now, there was
22 discussion around the performance units similar to the
23 retention agreemenis and the pension programs about, you
24 know, public consumption - you know, perception of it,
25 but not as a matter of policy.
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Q Sothere were - there was never any time when
any JEA employces came up to you and said that, you
know, Mr. Zahn, this is wrong, This PUP would lead 10a
huge payoul if a recap occurred, and it's not right and
we shouldn't do this?
A So [ reject the premise of that question,
because you're antidoting wrong versus right, We
clearly followed the law, We clearly followed and were
abiding by all cthics standards. And the decision 1o
implement the plan was that of the board of directors,
not minc. And | did not have somebody come up 1o me and
make that type of accusation.
Okay. And I'm just asking you ~
Yeah.
== if someone had come up 10 you ~
No.
- and said that.

What is Project Frecbird?

A So Project Freebird was the nickname that
J.P. Morgan gave to the [TN.

QP 0 >0

Q Do you know why -- so J.P. Morgan is the
inventor of that nickname?

A They were.

Q Do you know why they choose Frecbird or why it
was given a nickname?

Page 264
A Well, so very frequently banks put nicknames

on projects.

Q Okay. So that's common?

A I's a very common market practice.

Q Okay. So there's no element of secrecy or
code name --

A No. They typically picked some idiosyncrasy
of, you know, the company or whatever and then make up
the name, And obviously Jacksonville -

Q Lynyrd Skynyrd -

A Lynyrd Skynyrd.

Q - Freebird? Okay. That makes sense.

A Just like - and I'm surprised the news never
picked this up -~ Scampi, do you know where it comes
from?

Is it the mascot for the Jumbo Shrimp?

Yeah.

Okay.

Favorite pink mascot.

Okay. So did Project - when did Project
Freebird start? When J.P. Morgan stanted its work on
the ITN?

A Ycah, | mean, that would be-- so if they
started working on kind of drafting it, that would be
when they would call it - they'd give it a nickname and

Q> 0 >0
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1 they'd - that's how they would track it intemally,
2 Q Was the nickname Project Freebird widely known
3 to your senior leadership team that Frecbird was the
4 ITN?
5 A It got changed 1o Scampi really quick. Sol
6 want lo say within a matier of weeks of the issuance of
? the ITN it went from Project Freebird to Project Scampi.
8 Because I'm a Jumbo Shrimp fan, and | like - 1 like
g Scampi.
10 Q And so was Freebird solely ITN?
11 A No. Well —no. 1t was IPO and co-op too.
12 It was oll the work that J.P. Morgan and Morgan Stanley
13 and Pillsbury and everybody -- so Scampi -~ we would
14 have frequent Scampi calls, and they would send around
15 agendas for Project Scampi, and in that would have
16 updates on, you know, Vogtle structuring, tax issues,
17 the ITN in 1erms of, you know — obviously once —
8 there's drafting of the ITN, right? So that's where you
19 get a lot of work.
20 But once the 1TN was drafied and issued, then
21 that was handed off to — that was handed ofT 10
22 procurement, and they managed that. And then Project
23 Scampi updates became more about IPOs and ~ and kind of
24 the mechanics of it.
25 MR. GRANAT: Okay. Just so we can get some
Page 266
1 reference of time, let me give you Exhibit 26.
2 (Exhibit Number 26 was marked for
3 identification.)
4 BY MR. GRANAT:
S Q And this is a J.P. Morgan document; correct?
6 It says Project Freebird on the front. And on the
7 second page it says, "Meeting agenda: July 10th through
8 12th" —
9 A Sure.
10 Q -~ which was the Club Continental meeting;
11 right?
12 A Uh-huh.
13 Q  And so if we review it on - actually, on Page
14 2, the printed Page 2, there's kind of a time schedule.
15 And it says, Draft Invitation to Negotiate, which is the
16 ITN, with a due date of July [9th. And it shows a lot
17 of work being done prior to the July 23rd --
iB A Yep.
19 Q --board meeting. And carlier you explained
20 why that was.
21 A Yeah, and banks will ofientimes do free work
22 1o try and earn business.
23 Q And if you look on Page 7, there's an
24 estimated -- basically a timeline set out for —
25 A Sure.
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Q --alotof activities would happen resulting
in a successful [TN?

A This is a very -- well, absent the I'TN, this
is a — this is a very standardized, call it, you know,
scheduling process, if that makes sensc.

Q Okay. And this was the rough schedule that
you were going to follow; comect?

A No. This, if you reeall, was the first
meeting we talked about, So this probably was a draft
that was presented by -- produced by J.P. Morgan for
review and input.

Q Okay. That's fair.

A And ultimately, Melissa started tracking with
J.P. Morgan and Morgan Stanley, as the world continued
moving forward, all — a far more detailed project
schedule.

Q So why did the name change to Scampi?

A Because I'm a Jumbo Shrimp fan.

Q Just because of that fact? Because you didn't
like Freebird?

A Well, I like Frecbird. Don't get me wrong.

Q Okay. All right.

A My prerogative as the CEO, | wanted the pink
mascot.

Q Okay. Do you know exactly when you changed 1o

Page 268
Scampi?
A No.
Q 1have -- we'll call it Exhibit 26. I have an
email here where you request the change on July 25th.
A Okay.
MR. MULLEN: Sean, just for the record, |

think you called the Morgan Stanley document 26.
MR. POWELL: That's 27,
MR. MULLEN: So then the new onc is 27.
MR. GRANAT: Can [ sce that? Can I have that?
Thank you, John,
We'll call this email that's dated July 25th

from Aaron Zahn Exhibit 27,

{Exhibit Number 27 was marked for
identification.)
BY MR. GRANAT:

Q So do you know, is that the date that it was
changed? Was it earfier? Was it around then?

A This would probably be me asking them - this
was the working group tcam, and just saying, you know,
let's get all on the same page. If you're going to use
a word, use it.

Q Okay.

A Now, | know that Freebird - the word Freebird
would track every once in a while and I'd sce o, but it

Electronically signed by Heather Thomas (401-385-656-8432)

67 (Pages 265 to 268}

d6e11388.-8522-44da-9afc-320880fb192f



D

@

Page 269 Page 271
1 wouldn't make any comments on it. 1 included in this -~
2 Q Okay. Are you aware of a public record 2 A Ycs.
3 request being made for documents relating to 3 Q - or were your responses removed —
4 Project Freebird inside JEA? 4 A No, they're included in this.
5 A 1did not manage public records. 5 Q@  Okay.
3 Q 1 understand that. & A They were one-word answers because | was very
7 A I'mnot aware of it. 7 awarc of what — once | read something about "it's time
B Q So you're not aware of there being a very 8 for me to exit and move on" from an employee, that, 10
9 frequently made request for Freebird-related documents? 9 me, signals send this to HR.
10 A The public records department is three or four 10 Q  Okay. 1 have requested a number of documents
11 rungs removed from me in the organization, 11 through your attormey, and you've produced a large
12 Q That's true, 12 number of them, and 1 did not see any text messapes.
13 A Yeah, 13 MR. MULLEN: I can address that, Sean.
14 Q Just for the record, you're not aware of a 14 They're actually being processed right now. But
15 frequently made request — 15 there's a limited number.
16 A 1did not track public records unless they 16 MR. GRANAT: Okay.
17 were elevated to my -- brought to my atiention. 17 MR. MULLEN: And the primary reason there's a
18 Q Okay. 18 limited number is that Mr. Zahn's -- as he looked
18 A Generally speaking, they would pertain to me. 19 into this, his iPhone is set at a standard
20 Q But are you aware of a frequently made request 20 30-day - 30 days is the life of the
21 for Freebird documents at JEA? 21 text messaging. So he does not have any
22 A No, I'm nat aware of that, 22 text messages that are —
23 Q So the name Freebird wasn't changed to Scampi 23 THE WITNESS: Personal or otherwise,
24 1o avoid a public records request? 24 MR. MULLEN: -- more than 30 days from today,
25 A No. 25 whether that's from JEA business, his fanuly,
Page 270 Page 272
1 (Exhibit Number 28 was marked for 1 whatever it might be; it's a 30-day deletion
2 identification.) 2 period.
3 BY MR. GRANAT: 3 BY MR. GRANAT:
4 Q The next exhibit is poing 10 be 28, Let you 4 Q s that a setting that you --
1 review this. And can you tell us what is Exhibit 28 is, 5 A No,
6 plcase. 6 Q -~ put en your phone -
7 A This is a copy and paste of text messages sent 7 A No.
8 by Mike Hightower to me in the December time frame -- B Q - intentionally?
9 Iate December time frame that 1 decided to put into his 9 A No. | upgraded my phone, and | guess it's
10 human resource file. 10 like a standard sctting.
11 Q Are there - are these the messages that 11 Now, | did produce my phone ofientimes at JEA
12 Mike Hightower sent 1o you? 12 for them to scan for records, and they did that
13 A It's a compilation. So a lot of the rambling 13 oflentimes, 50 ...
14 ones are. And then, | want 1o say that — it's all his 14 Q Well, ] can tell you, Mr. Zahn, your attomey
15 all the way down 1o the line "agreed,” and then "ai your 15 let me know that. And I checked and was told that that
16 convenience,” and then he continues on, 16 was done once, and it was in August of 2018.
17 Q So "agrecd” and "at your convenience”™ are 17 So you belicve it was done more recently than
18 yours? 18 that? Because I'd certainty like 1o know that.
19 A Yeah, | tried not 1o respond o these, They 19 A | believe so, but
20 were sent when he was extremely intoxicated. 20 Q Do you know who the person was with IT who did
21 Q Okay. So this is a full recount of — 21 it, who did the scanning?
22 A | think what | did was copy and paste and then 22 A No, | don't.
23 send it to Angie, because we were having substantial 23 Q Do you have an iPhone?
24 issues with performance as well as alcohol wtilization. 24 A Yes.
25 Q  Well, I'm just asking if your responses were 25 Q What model is it?
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Page 275

1 A Itsanll. 1 MR. MULLEN: | think it does,
2 Q And how long have you had the iPhone 11? 2 MR. POWELL: - as 10 whether or not Mr. Zahn
3 A A month, 2 month and a hall. A little bit 3 had an obligation to retain his texts, which were
4 more, maybe. 4 public records, they dealt with JEA —
5 Q Sodid you -- did you purchase your iPhone 11 5 MR. GRANAT: That's finc. Butactually —
€ after the December 17th board meeting? 6 MR. MULLEN: What Mr. Granat reported is that
7 A 1don't know. I'd have to go back and look. 7 there was very little cffort, There's apparently
8 Could have been. It's around that time, probably. 8 only one effort ever made 10 obtain Mr. Zahn's
9 My iPhone 10, or whatever it was, was 9 texts,
10 having -- wasn't taking pictures of my children. It 10 MR. GRANAT: And I believe that was at
11 wasn't doing things right. It was having issues, And 11 Mr. Zahn's request. But I'm going 1o ask you to
12 so I was eligible for a frec upgrade, and | upgraded. 12 let me conduct my interview, please.
13 Q Well -- so you think you've had it for about a 13 THE WITNESS: What [ will offer to you is that
14 month, but it's been more than a month since the 14 we coordinated with OGC as well as IT to use
15 December 17th board meeting. 15 GroupMe to communicate amongst JEA senior
16 A Okay. 16 Ieadership, and that's how we - il we used
17 Q So since you've been on administrative leave, 17 messaging, that's what we used. And that was
18 do you recall getting a new phone? 18 coordinated with OGC to retain those records.
19 A It's either in or around that meeting or, you 19 MR. GRANAT: Okay. It's 5:00.
20 know, afier or before. But again, I'd have 1o go look 20 (Swom statement adjourncd at 5:00 p.m.)
21 at the actual records. 21
22 Q And prior to getting that new phone, were your 22
23 texts saved — 23
24 A Yes. 24
25 Q - more than 30 days? 25
Page 274 Page 276
1 A Yecah, to my knowledge. 1 CERTIFICATE OF REPORTER
2 Q When did you discover that your phone was set 2
3 1o delete texits afier — 3
4 A When John calicd me and said, hey, you know, 4 STATE OF FLORIDA
5 weneed the records from this date to this date, and | s COUNTY OF DUVAL
6  started going back and through and realized that 6
7 effectively | don’t have my wile's text messages. | 7
8 don't have anybody's text messages. And tried — and 1 9 1, HEATHER M. THOMAS, Court Reporter and
9 didn't even know it was a sctting. 9 Notary Public, State of Florida, was authorized 1o
10 Q Have you checked your iCloud, or have you 10 and did .slenographicn]ly repon I.!le foregoing
11 spoken to anyone with Apple about that? - Discrediteat; hd that the transcripl; pages 4
- & N 12 through 276, is a true and accurate record of my
. , . 13 stenographic notes,
13 Q Do you realize that's a public records 14 I frther certify that | am not a
14 problem? :
15 relative, or cmployee, or attorney, or counsel of
15 A To the extent that there were JEA records. 16 any of the parties’ atiomiey ur comnsol conmected
16  Butlmnot | never made i a standard practice of 17 with the action, nor am | financially interested in
17 using my tex1 message to convey JEA business. 18 thiis action.
18 Q Okay. 19
19 MR. MULLEN: | don't know how much of a public 20 DATED this 27th day of January, 2020.
20 records problem it could be if during Mr. Zahn's 21
21 tenure at JEA, his phone was only taken one time 1o 22 il E
22 scan for texts, which is what you discovered. HBATHER M. THOMAS = IVJ-’—
23 MR. POWELL: Well, I'm going to chime in and 23 COURT REPORTER
24 say that has absolutely nothing to do with the 24
25 issue — 25
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