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Witness: Allen (Eugene) Bottorff
Date: 10/3/18

Interviewers: Joey Burby, BCLP, Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Started at UCF October 2016 as Director of Downtown Campus. Currently in same position. Downtown
campus has a core campus. Currently has new building project underway. Contracts had already been
awarded when he started at UCF. Not clear on what funds are being used, but his understanding (after
all of this) is that they are not E&G funds. His team is provided with a sheet that does not specify
funding, but his understanding is project is fully funded.

Downtown Campus Infrastructure?

Bottorff did not know E&G funds were used for Downtown Campus Infrastructure project. Center for
Emerging Media is also downtown. No one told him that two of his projects had been identified as
potentially funded by E&G.

Understanding of State Funds?

In state college system, they used E&G funds and there was no identification of there being a concern of
using those for capital projects. Started to look back into statutes and regs after all this came out and
realized it was an issue.

Bottorff was not involved in meetings or discussions about source of funding for projects. Does not
know who made the decision to use E&G funds for Downtown Campus Infrastructure or Center for
Emerging Media projects.

Works with Lashonda Brown (business officer for facilities and safety side). She has been the one to
push back if there is an issue with expenses, etc, but not much beyond that.

Downtown Campus Infrastructure and Center for Emerging Media were both approved by board
through CIP process. They were put on the CIP list. Did not go through Facilities Budget Committee
process because was done prior to establishment of that committee.
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CIP list delineates PECO and “other state funds”. They requested funding, but legislature did not
approve it.

For Academic Commons Building, he understands funding is coming from $20M PECO, $20M UCF, $20M
fund raising.

In his history, he has always had a divider between facilities and finance. They are heavily involved in
asking for PECO funds but beyond that his group is not involved in discussion of fund sources. He was
surprised there wasn’t a more robust plan for asking for funds when he got here.

He has helped prepare CIP lists for FBC and help determine UCF’s priorities. Projects remain on the CIP
list until it is complete. Until project is complete, there is always a hope that the state will contribute
funds so it stays on the list in the hope it will become an LBR (legislative budget request) and the
alternative funds could then be freed up.

For Downtown Campus Infrastructure and Center for Emerging Media he knew it wasn’t PECO funds,
but did not know the source. By the time he joined UCF, funds were already approved.

Recently found out that infrastructure dollars have never been on CIP lists or infrastructure dollars. So
will go as agenda item to board on friday for approval.

TCH?

Was building official for TCH (when prior official left) so was involved in permitting, but no discussion of
funding. No discussion about funding, but general surprise around his office when everyone found out
that E&G funds could not be used.

It would surprise him if Kernek did not know E&G funds should not have been used. “If Bill Merck knew,
then Lee should know.” It is something Bortoff would have wanted to know if he was in her role.

No discussions with Merck about UCF funding source.

Has heard Lashonda and Gina discuss that they did not know how to even find out source of funds she
was getting.

Lashonda should know what is PECO, but anything else he doesn’t think she has the ability to tell where
the source is from.
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Witness: Ken Bradley
Date: 11/15/18
Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background:

Mr. Bradley was appointed to the Board by the governor in February 2016. He is on the Audit &
Compliance, Education & Programs, and Advancement Committees.

Understanding of types of funds prior to April 1, 2018:

Mr. Bradley did not have an understanding of specific types of funds. In his prior roles, he is aware that
capital funds and operating funds are separated. He was aware of the process of requesting funds for
major capital projects. He did not know the specific details of how “monies could be rolled over or not.”
Mr. Bradley’s understanding of carryforward was “loose.” He understood there could be multi-year
projects where allocated funds could be carried forward. Mr. Bradley acknowledged that fund
accounting is not an area he understands as well as he should. He was not aware of any stipulations or
restrictions on carryforward funds. Mr. Bradley was aware of non-PECO funding sources that could be
used for capital projects like specific state-appropriations or donations.

Board Orientation Process:

In February of 2016, Mr. Bradley had an “excellent” orientation. Trustee Walsh attended as well. It was a
half-day orientation, but Mr. Bradley “would never suggest it was exhaustive.” He does not recall having
any specific orientation on any specific uses of funds. Bill Merck was there “or there were
representatives from his office that were there?”

Bill Merck

Mr. Bradley knew each other well and knew each other socially at UCF events. They would often find
themselves conversing at an event with their wives. Mr. Bradley felt like he had a very good working
relationship with Mr. Merck. Mr. Bradley has met with individual staff in advance of BOT or committee
meetings. This was a common practice on major capital projects and other things that may be “delicate”
that could be perceived as controversial or requiring more background information.
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Mr. Bradley understands projects over $2M required Board approval. The Board approved various
capital project reports, including the CIP. Mr. Bradley often felt UCF asked for more than they expected
to get. When approving the capital projects, Mr. Bradley does not source of funds presented for
approval.

TCH:

Mr. Bradley remembers the first decision he made around TCH/CH in summer in 2016. He recalls
pictures of the building and discussion about rehabbing it. Ultimately, he remembers they approved to
demolish the building because of the significance of that process and his familiarity with that process in
other contexts. Because the project had already been funded at that time, he was focused the best use
of the money.

Mr. Bradley learned about the misuse of funds for TCH when Scott Cole called him and informed him of
the upcoming emergency board meeting.

Mr. Bradley has not spoken to Bill Merck, Dale Whittaker or anyone in Finance or Facilities about the
misuse of funds. Mr. Bradley has spoken with Dr. Whittaker privately to encourage him and commend
him for his work in handling the issue.

Meeting Materials
7/28/2016 BOT Meeting

Mr. Bradley does not recall any specific discussion at this meeting about CH or TCH. If a project was
under PECO, he understood that the project would be state-funded. Mr. Bradley understood the PECO
projects under the capital outlay budget where state funded as well. Mr. Bradley does not recall a
specific conversation around the BOB-2 when the CIP came before the Board.

Mr. Bradley is not familiar with the Trevor Colbourn Hall Building Program and does not recall having
seen it before. “University funding” (p. 57) does not trigger any specific type of funds. He would not be
able to translate what “university funding “ means.

Other thoughts?
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Nobody used the word “sick building,” but it did not take too many pictures for Mr. Bradley to
understand this was a crisis. He thinks the circumstances “got the best of good people.”
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Witness: LaShanda Brown-Neal
Date: 10/4/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background?

She began at UCF in 2007 as a construction accountant in facilities, planning and construction. This is
within the facilities business offices although they didn’t have a facilities business office when she
started (it began in 2008). FPC was not included on the org chart where the FBO is currently. FPC was a
unit within facilities and safety. When resource management was formed, FBO moved under it. She
became assistant director in 2012. Her current position is associate director. She moved into that role in
2014. She currently reports to Montell who reports to Lee.

Nester Garcia, Trina, Rens, etc. on org chart currently do business accounting in the FBO. Lashanda
began in the equivalent of Nester’s job.

Gina Seabrook oversees the beginning stages of projects on the conceptual budget, not the actual
physical dollars. She determines pre-costs for the projects.

In her office there has always been an understanding of a $2M and above cap for new buildings is a
major project. Less than $2M is a minor project.

Standard Process? = the PECO process

FPC and Gina will submit a building program and request PECO or some type of funding from state for
major projects. Once the process is vetted and they are awarded state appropriated funds. They will get
a 442 report or an appropriation letter. They do a 352 form to do an encumbrance authorization and
then the process of selecting contractors can begin. Once contracts are awarded, project is created in
finance and accounting. F&A gets that direction from the documents. Then Lashonda’s team goes in to
encumber those contracts and they monitor the pay applications to make sure the funds requested are
in compliance with written construction contract.

For PECO, there is a budget authority, but the cash is drawn down from the state every month from the
state. Meghan Nelson manages this process.

When the money comes over Lashonda’s office does not see the source of the funds unless the drill
down to that level of detail.

Minor Projects?
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Her team would go from FPC request and send that over to Meghan Nelson. They would provide the
funding number, total project cost, etc (project package) to Meghan. Meghan Nelson creates the
project, sends that to Lashonda’s team who initiates the transfer. As long as the end user in the
department and the project manager in facilities approves the spending, that is sufficient
documentation. Journals are established in Peoplesoft and once it is approved and posted the budget is
created and can start to paying contracts from it.

Majors must have an individual contract written with additional layer of approval requiring the
president’s signature.

Minor Project?

Minors have a continuing service contract, blanket contract where they can write individual POs for
smaller projects. president signs many minors, but not all.

Her office never decides on source of funds. They are always being told the source from Meghan or
someone else.

Your understanding of E&G?

Before, she thought carryforward E&G could be used for renovations of any amount and new
construction of any amount. She didn’t really understand there would be any restriction on any funds as
far as the scope of work her office handled.

AG Audit?

The request from the auditor came through to provide the source of the funds, Lashanda told Gina that
needed to come from F&A. She became aware of the issue when the auditor asked “where does it say
you can use E&G funds” for these project.

Reactions to the news?

Lee mentioned to Lashanda that she found out that they couldn’t use university E&G reserves for
construction. Lashanda got the impression that Lee did not know this before. Lashonda asked Gina if she
knew. Gina said she had no clue.

TCH?
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There were several project managers for TCH. One was Norman (Trey) Beck.

Nester Garcia is a person from her team who would have been directly involved in executing transfers
related to TCH.
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Witness: Angie Carloss
Date: 9/27/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background

started dec 2014 supporting merck. merck hired her. directly assisted him and only him. been with UCF
4 years since December in same essential role the whole time although title changed. supported VP for
admin & finance. calendaring, tracking emails, signatures needed, letters, filing. has grown her role a bit
since she started doing other things like records management, other things she could get involved in. his
emails were forwarded to her. could respond, send emails on his behalf. would send from forwarded
copy that she would have.

she would attend some meetings as well as schedule meetings, some at global ucf. early on attended
more meetings trying to let people know who she was. less so when they hired project manager (Kay-
elyse green, now a new person in that role as avp Elizabeth Hamilton?). always attended lee kernek’s
standing meetings. different types of standing meetings with associate VPs. all together and also
individual one on ones with merck and individual avp.

bog jr meetings were scheduled out of provost office, angie didn’t schedule them. weren’t on regular
days, kind of moved around. over past few years were twice a month at most. not many meetings
before 9am so not sure if they were at 7. clark, tant, provost, merck, possibly one or two others.
meeting makers didn’t come with agenda. a lot of it was programmed with Christy and tracy. angie
never went to those, she most went to smaller working group committee meetings.

avp direct reports with her and bill were monthly. no agenda, just get together about “here’s what’s
going on at the university”.

merck talked to angie about issues, things going on that he was dealing with.
your understanding of types of state funds?

has general understanding, knows names of funds, couldn’t tell you how those are used. peco, E&G,
CITF, maybe another one. knows eg=education & general, peco is something to do with capital. didn’t
know anything about restrictions on uses. didn’t talk much about use of funds or other things she didn’t
think she would be any use for because “I’'m not a financial person”.
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doesn’t have anything about TCH regarding funding, only had a few things on old colbourn hall. emails
from people complaining about conditions. didn’t keep everything from bill because slows down system.
she filed the things that she kept.

she mostly discussed personnel issues, strategic thinking about who to include on things.
anyone particularly close to bill?
Bill was friendly with everyone, not particularly close to lee more so than anyone.

merck had standing meetings with Hitt. sandy sherepow would just let angie know when the meetings
were. thinks they were monthly. or were scheduled twice a month and would happen when they could.
she didn’t to any agendas, bill would write is own notes about the meeting. bill was not a note taker.

how did he keep track of everything?
he has a computer, he was really good at keeping a lot of things in his head.
project manager role?

they called it bandwidth expander who would go to a meeting that he couldn’t go they would go in his
place. kayealese green. left July 2018 to go to medical school. there was crossover between her and the
new avp.

state ag audit that started in may?

doesn’t think she was aware of it. she edited things for merck all the time but doesn’t remember editing
anything for state ag office.

(financial audits are every year, operations are every 3 years)

angie helped prepare document about TCH > Elisabeth worked more on it (this is the Q&A red and white
doc). mostly GC was involved in preparing that. she did not answer the questions. merck was on
vacation for a little, that document may have been done right after he left for vacation.

Merck never seemed nervous. not completely unflappable but was very even.

there was a request for what happened, and he wrote it out in a document that angie helped edit and
gave it over to gc, not sure if it was in print or email. she still has the final version of the document.

Elizabeth hamiltion is avp who => replaced kayealese

she simply edited the document, didn’t really engage In the material. didn’t engage with merck
substantively on the document.

there is a board ipad just for board documents

merck had a desktop computer that IT has now
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merck had a smartphone, was reimbursed from university, he took device with him when he left
because he bought it.

texted for work related reasons sometimes

hasn’t talked with clark, kernek, about the issue in any one on one discussion

people have been calling her to check how she is doing bc experience is so jarring for her
discussion with merck

merck had conversations with peole in the office ater he came back from vacation and had conversation
with president, merck got back Wednesday after labor day. met with president and then let angie know
he would be retiring before the end of the year. let her know the funds were used and that it was an
issue and the old colbourn had been in really bad shape and that he felt like they needed to do
something about it and that people who analyzed the building said people were going to get very sick.
didn’t say who else was involved in the decision. that it was a decision that he made. was ultimately his
decision. acknowledged funds were miss used but explained why it had to be done. this was a one and
one conversation in his office. this was probably that Wednesday when he came back.

didn’t have another discussion that he was going to be leaving immediately. but she watched the BOG
meeting and knows how it went.

no discussions with tant about this.
anything else?

funding piece is very much a clark, tant. would think of lee more for what is going into building,
program, etc.

merck’s office didn’t keep many documents, they would generally just ask for final versions of stuff from
avps and get it from them.

has talked to bill one time to say hello since everything, maybe last week

angie gets reimbursed for her personal device.

END: 3:30
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Witness: Dr. Diane Chase

Date: Friday, November 9, 2018 (11 am - 12 pm EST)

Interviewers: Joey Burby, BCLP; Michelle Davis, PWC; and Sakinah Jones, BCLP.
This interview was conducted via telephone conference.

Mr. Burby introduced himself, Ms. Jones and Mr. Davis and provided the Upjohn warning

Background

Dr. Chase began at UCF in 1984. She became a fellow in the Provost’s office in 1998 to 99. Moved to
Academic Affairs. She became Professor in 1995. Her first administrative position was in 2000??
Immediately prior to being interim Provost, from 2010-2014 she was Executive Vice-Provost of
Academic Affairs. Her role was very typical “academic things.” She reported to Tony Waldrop before he
left. She became interim Provost in April 2015 through August 2014. She returned to being Executive
Vice-Provost. There was a reorganization in March and her role change a little, however was still
academic.

Dr. Chase was interim provost for four months. CH had been a discussion item for along time prior to
her tenure and continued after she left.

Mr. Waldrop brought Dr. Chase to one or two budget chats before he left so that she would know what
they were about, but she was not a regular participant.

She remembers budget chats were pretty informal and occurred once a week. Her understanding of her
role was that the Provost was there to voice the academic priorities of UCF during those meetings. She
recalls details on academic priorities, but Colbourn Hall was not her area. “It was there before | got
there and it was there after | left.”

Before she became intermin provost, something went to the board about Colbourn. They had been
looking at Colbourn Hall because it was one of the oldest buildings on campus. for various reasons, the
building was “not a great home” for the faculty that were using it. She recalls mold, possibly asbestos. At
one point they considered renovating it. Prior to her tenure as interim provost, the decision had been
made that it was more cost effective to build a new building and then renovated the old. She suspects
she would have attended the FFC meeting if she could, particularly if the committee meetings occurred
the same day as the full BOT meeting. On those days, she would go and sit all day. Even if the committee
meetings were on a different day she would attend if she could.

Looking back, she came into the role and there were a number of things that were listed as E&G. Today,
she would probably ask more questions than she did at the time she was interim provost. She does not
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recall anything tricky or outside of board policy. They were looking at the reserves that had accumulated
since the recession and assumed it was an appropriate expense. Looking at the documents now, she is
looking at them differently than she did at the time. During the budget chat meetings, the discussion
was about potential uses of money, not definite uses of money. There were a lot of different analyses
going on about how money could be spent. She did not have a clear understand of university reserves
and E&G funds at the time. She focused on academic expenditures. She recalls during the meetings that
they were talking about reserves and spending reserves. She has no idea what the transfer accounts are
(Tab 1, April 30, 2014).

Dr. Chase does not recall Bill Merck saying “audit comment.” Mr. Merck was really “good” about
meeting university needs.

Tab 1 and Tab 3 meetings: Dr. Chase has no specific recollections of the two budget chat meetings
referred to. She understood that the amount needed for Colbourn increased over time. Bill Merck and
Lee Kernek would have been involved in decisions around costs for Colbourn Hall. Lee Kernek did not
attend the budget chats.

Tab 7 1/21/2015 email from Dale to Diane and others.

Dr. Chase believes the discussion would not have been about budget, instead it would have been about
who would occupy the building, how much space did they need. During her interim provost role, Dr.
Chase was the one who would contact the departments about what their needs would be when moving
into TCH. Others would have followed up on that initial request. The conversations weren’t about
money, they were about space. Dr. Chase remembers Bill Merck talking about the cost savings of doing
both TCH and CH projects together.

The last email (Tab 8 and 9 January 22, 2014 meeting in Lee’s office), she believes there was a little bit of
a “kerfuffle” among the deans about space allocation. Several were looking for more space in the new
building than they originally thought.

Dr. Chase does not recall Mr. Merck or anyone suggesting this would have raised red flags. Dr. Chase
would have remembered if someone had said that this would have raised red flags.

Dr. Chase left UCF in April of 2016.

Dr. Chase believes it was Lee that shared pictures of existing Colbourn Hall looked like and that things
were not in good ship. There were no specific conversations with Lee regarding CH or TCH outside of at
a board meeting saying hello or other similar circumstances.

There is really no way for the Provost to know the amount of money needed for a building without the
CFO being involved. It is more a question of priorities at that point.

Dr. Chase did not have an awareness of the $2M threshold regarding use of E&G funds for renovation
rather than construction.
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Interview with Sandy Cherepow (10/4/2018, 2:20pm-2:50pm)
Witness: Sandy Cherepow
Date: 10/4/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background

Worked for UCF for 47 years. Has worked for Hitt for 15 years starting around 2003. Started as a
temporary position when his prior assistant went out on maternity leave. Sandy’s prior boss retired. Hitt
asked Sandy to stay and she agreed. Her title was Senior Administrative Assistant to the President

Structure of Hitt’s office?

Chief of staff was Beth Barnes when Sandy started and was succeeded by Rick Schell. Front desk: Susan
Laden, Gloria; Jackie Young, Business Manager (handled Hitt’s travel, subscriptions, out of town
conference, reimbursement); Heather Simian (handled personnel, later became young’s supervisor, role
was in the financial area). Cindy Hawks, Amy Swindford, Ryan ???, speech writer was Joe Adams, Nancy
Marshall supervised BOT materials (Amy and Cindy assisted with those).

Hitt’s Calendar & Meetings?

Sandy maintained Hitt’s calendar, she would provide calendar and paperwork associated with meetings
the night before so he could review next day. Did not centrally store these materials. Most of his
meetings were with VPs. He kept his notes on yellow note pads that he kept in a rolling file folder under
his desk. No way to go back to look at agenda/notes/materials for meetings.

Hitt had standing meetings with Merck. VPs met biweekly (typically 9-12, no agenda). On alternate
weeks President’s advisory staff met biweekly (VPs plus deans, directors). Hitt did not meet any more
regularly with Merck than other VPs. Nothing stood out to say that they were meeting a lot.

Merck is very “chummy.”
TCH?

She knows the terms related to colors of money but did not get involved in it. Did not have any
conversations about issues with Colbourn Hall or health of the building. She did not know Colbourn Hall
was unsafe although she knew there were discussions of renovations.

Filing System?
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For materials came through Hitt’s office, they would log things in at the front desk and record when it
was signed and where it was returned to.

Hitt would provide things to Sandy that needed to be distributed to others.

Some materials would go into the project file.

Cindy Hawks still works for Hitt. His current position is
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Witness: Tracy Clark
Date: 9/27/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Need background, responsibilities

During Christina Tant’s entire tenure as an employee of UCF, she has reported to Tracy Clark. When
Clark’s role split to report to Dale Whittaker (in addition to already reporting to Bill Merck), Clark
transitioned her controller responsibilities to Tant because Clark was often out of the office handling
other responsibilities.

Types of funds and limits on uses?

State funding includes PECO, E&G state appropriations (education and general), infrastructure, repair
remodeling & renovation, deferred maintenance, and plant operation & maintenance. E&G funds are
used for “education, research, and public service” or “instruction, research, and public service.” There is
a “base level” of appropriations and each year an allocation document is issued which reflects pluses or
minuses to that base to determine the actual appropriates for that year.

E&G funds are made up of state appropriations, tuition, and student fees. This money is allocated
through the budget process.

Carryforward E&G funds are leftover funds that were not spent in the year they were allocated, instead
they rollover to the next year. E&G funds include state appropriations, tuition, and fees. The
restrictions/limitations on funds do not change when funds roll over to carryforward. Clark’s office
submits a report to the BOG stating the planned use of carryforward funds. The state universities
developed a standard template that all schools use for this report. The plan to spend carryforward funds
on a new building (construction of TCH) was not identified on this report.

When asked what the source of authority that dictates how funds can be used, Clark said she has never
received any materials that specified restrictions on “pots of money.” She just learned on the job about
the different types of funds. She does not recall where she learned that E&G funds cannot be used for
capital projects. She compared it to the idea that it is just common knowledge that state funds cannot
be used to buy alcohol.
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Budget Process

All funds flow through Clark’s office. The budget office allocates funds to various areas. Different types
of capital funding came through Clark’s office including PECO, infrastructure, repair remodeling &
renovation, deferred maintenance, plant operation & maintenance. Clark calls all of these “capital”
funds because they were for the use of facility activities. Clark did not know that some of these actually
E&G funds. Clark acknowledged it would be more accurate to refer to them as facilities funds because

the funds were for the facilities department to “do what they needed to do.”
Clark understands the “infrastructure” category of funds to include roads, plants, piping for buildings.

Clark’s office has had hardly any involvement with the capital budget, which was instead managed by
President Hitt, Bill Merck and Lee Kernek (Facilities & Planning).

Clark’s office was, however, heavily involved in the operational budget and was responsible for
presenting the budget to the BOT, managing the budget, and reconciling the budget to cash.

UCF had a budget committee some time prior to Clark starting at UCF, however the committee was
disbanded at some point. When Clark started at UCF, there was no formal budget process and she was
not involved in the informal decisions or process regarding budget.

Clark understood (Vanessa told her) that Merck and Hickey managed the budget after committee was
disbanded. During that time, the budget was approved by Merck, Vanessa, Hitt, the provost (which was
either Terry Hickey (thru June 2010), Tony Waldrop, Diane Chase (interim), or Dale Whittaker), and Lynn
Gonzalez.

These meetings are referred to as “budget chats.” Budget chat attendees were collectively referred to as
the Budget Operations Group (or BOG Jr). When Vanessa knew she was leaving, she invited Clark to
attend the budget chats. After Vanessa left (in March 2013), Clark began to bring Christy Tant to the
budget chats. Other budget chat attendees: Lynn Gonzalez, Megan Diehl, the provost, Merck.

In one of the meetings when DianeCchase was interim provost, there’s an email from Christy back to
group (chase, Megan Diehl, Merck, Tracy) attaching the E&G commitments list and adding what was
decided in that meeting which included an additional $18M for Colbourn Hall. This may have been in
July 2014. This was right after board approved new construction. It was “on top of” the prior S10M.

Hitt, Merck, and the provost made budget decisions about the E&G commitment list, although
everything was ultimately approved by the president (Hitt). The document was really just to track the
commitments.

There was also an E&G commitments list that tracked commitments against central E&G funds
(carryforward E&G funds). Lynn Gonzalez and Vanessa Fortier may have started the central E&G
commitment list.
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The University Budget Committee (UBC) was formed in November 2014 or January 2015. They try to
have representation from across the university on the UBC to make sure resource allocation goes
through a fair process, instead of the old way which was just an email to Merck, Hitt, or Whittaker.

The Facilities Budget Committee (FBC) started in January 2017. Tracy felt like UCF needed the FBC but
there was pushback from Merck and Kernek because Tracy was “stepping into Kernek’s office.” The FBC
comes up with the internal capital plan.

Evolution of TCH and funds used to pay for it?

Colbourn was first added to the E&G commitment list (the one that is submitted to the BOG) as far back
as Jan 2013. (Clark has seen the list.) Initially Colbourn was listed for on the commitment list for S$8m to
renovate it. The cost renovation cost increased to $10m and in 2013 the budget office allocated that
amount out to a construction project over in facilities. (A construction project is just project number in
the general ledger.) Clark doesn’t know why renovations did not begin immediately after the request for
funds were budgeted.

It would be permissible to use $8m or $10m to renovate a building from E&G funds because it was
considered deferred maintenance. Clark doesn’t recall if using E&G funds to renovate a building raised
any red flags for her at the time. She does recall it raised a red flag when Colbourn moved from deferred
maintenance to construction of a new building (TCH).

Clark attended both the April 3,2014 Finance & Facilities Committee meeting and the May 22, 2014 full
BOT meeting. She would have sat next to Merck whether or not she had any items to present on the
agenda. Merck never missed a BOT meeting. Various agenda items were presented at the BOT meetings.
Some were hers some were not.

Regarding the 4/3/14 F&F meeting, Clark doesn’t remember anything more than what she sees in
minutes. She doesn’t recall if they discussed the source of funds or when the BOG Jr added TCH to the
commitments list. “Budget chats” = BOG Jr.

Prior to March 2016, the amount changed again from $26m-$38M. Prior to the June 2016 transfer,
Merck emailed Tracy about a conversation between Wittaker and Hit to move forward with the
increased amount specifically for TCH. This email was used as the approval to allocate the next $10M

At one point there was a cost conversation about the timing of renovations to strategize saving money.
But ultimately this strategy was not relevant because they decided to raze

When was it clear Merck was going to direct you all to use E&G funds?
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Clark does not recall when Merck directed them to use E&G funds. However, she knows when Colbourn
moved from being a renovation to new building, she informed Merck that a new building was not an
appropriate use of E&G funds.

Merck didn’t think he had any other alternative and he said he would “take an audit comment” for it. He
continued to say that in open forums. He said he “had a sick building and there was nothing else he
could do.” They get “audit comments” on every operational audit. An audit comment may say state
procedures were not followed or that an internal UCF manual was not followed or that particular
controls are not proper. She view this remark from Merck to mean that an audit comment was not a

III

severe consequence and that Merck did not “see it as a big deal.” Merck portrayed it as an evaluation of

risk that he was willing to take. Tracy thinks Merck had the authority to make that decision.

Merck made the comment in many forums including budget chat meetings, meetings with Hitt.
Although she does not recall specific circumstances, she “knows it was said a number of times.” Tracy
does not recall if he made the comment in from of BOT or at BOT committee meetings. As recently as a
few weeks ago, Merck justified the decision by explaining that it started off as a renovation, there were
“extenuating circumstances” regarding the building, and the health of the occupants was at risk,

Tracy does not recall getting nervous about Merck’s decision or explanation. She was ok with Merck’s
explanation because “this was the culture of how things were done.” She viewed herself as a support
person while Merck was the CFO with 25-30 years of experience in higher education. At the time she

didn’t do any research to understand seriousness of Merck’s decision.

Who else knew?

Tracy thinks the provost and president were aware E&G funds would be used for TCH based on the
allocation documents that they signed, the E&G commitments list, and decisions made by those
executives to add/change numbers in those documents.

Tracy recalls a meeting where summary was put together showing funds use for Colbourn and TCH. The
summary was sent to Whittaker and Merck prior to the meeting that was held that same day. Tracy
remembers Merck telling Hitt that using the funds might “pull audit comment” but he still felt like it was
the right decision to make. Merck said something to the effect of “what else are we going to do.” She
doesn’t recall who else was in that meeting other than Merck , Hitt, possibly the provost (Whittaker at
that time).

Tracy found a March 2016 email sent to Merck and Whittaker in preparation | preparation for a meeting.
The email came with a very short one page summary spreadsheet attached that was a tracking list of
funded and unfunded projects, along with investment earnings, facilities, & E&G funds. She is unsure of
whether she attended the meeting.

There are many documents where Tracy’s group noted E&G as the fund source for the construction of
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TCH. All of these documents were shared with the executives who were in involved in the process..

Tracy has not talked to Whittaker about the “use of E&G funds for TCH ever.” She only talked to him
about processes. Tracy did not clearly answer whether she thought Whittaker knew improper funds
were used to construct TCH prior to the story becoming public. She “thinks he could” had known, but
can’t “speak to his knowledge.”

Culture of UCF Staff/Administration

Tracy has not been in many meetings with HItt, maybe 6 total during her time with UCF. Occasionally
she was pulled into a meeting with him simply because she was nearby but was not formally invited to
the meeting. Her understanding was that “there was no questioning Hitt’s authority.” Tracy did not
contact compliance or audit because the tone was that the consequences of using the funds did not
outweigh the decision to do it. She sensed there was a comfort level from the executives and felt that if
they were worried then it must have been ok. There was a tone of acceptability about the decision. No
one was questioning the decision although the decision was brought up in many environments. Tracy
felt that if she challenged Merck she “wouldn’t have felt like her career could have survived” at UCF.
Tracy’s office did not do anything from a budget perspective unless one of those three (Merck, Hitt,
Provost Whittaker) approved it. The authority was in that group and that group was accepting this
decision as the “way forward.”

Merck didn’t rule with iron fist, he was a “super nice guy.” He always got things done one way or
another in a non-confrontational way. He had passion for 3 areas: construction, police and safety, and
sustainability. He didn’t have a passion for finance. Merck was not a typical CFO. He didn’t care about
fiscal controls or process. It wasn’t as extreme as “be damned,” he just wasn’t interested in following
any process. He was a “pillar at the institution.” Everybody went to Merck for anything financial and “it
got pushed down.” Things changed when Whittaker became Provost. Beginning around 3.5 years ago,
they started to put processes in place. Whittaker is much more of a process person than Merck. When
they started to put deliberate processes in place and changing the unilateral decision-making way of
doing things, it was “going up against Merck.” Until Tracy had the support of working for Whittaker, she
didn’t feel like she could challenge the way things were being done.

AG Audit

An audit request came to Tracy’s office from Jeff Brizindine asking for the source of funds for 3 buildings
(TCH, the Research Building (Research I?), and a third project that is not on Kathy’s table but E&G funds
were not used to pay for it. Tracy worked with Christy to prepare answers to the AG audit request. They
responded that E&G funds were used for TCH. Either Tracy or Christy notified Merck (verbally or by
email) that the auditor general had requested that information. Again he explained that because of
surrounding circumstances (started as renovation, had sick building, had no other choice).
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As the audit was going on, there was no real clear assurance that they would get an audit comment as a
result of the process so there was no discussion about preparing a defense to the misuse of funds. Tracy
was not sure if it ultimately it would be seen as something that was justifiable considering the issues
with old Colbourn hall.

Tracy has not recently looked through the email responses her office provided to the state AG although
it is possible Merck may have gone back and reviewed some of them. The responses to the state AG
included a schedule showing the funds that were used and narrative responses to any other follow-up
questions they had which included the explanation of the health concerns with old Colbourn Hall.

Tracy attended the AG audit exit interview where Merck said he made the decision because he
considered it “deferred maintenance” and that he was concerned about health and safety of people in
the old building.

Tracy does not recall the state AG office asking about how buildings were funded prior to these
inquiries.

Funds Use Report

The funds use report shows UCF’s planned spending of carryforward funds and goes to the BOG as a
part of the operations budget submission. This report has a line for “infrastructure, deferred
maintenance, utilities” where a total number was listed not broken down by project. Tracy’s office
decided to list TCH construction costs in this category. Tracy, Christy, or Vanessa Fortier would have
approved the final report before it was submitted. She knew that the component of that number that
was for TCH construction was not actually “infrastructure, deferred maintenance, utilities” but she
thought it was ok to include TCH construction cost there because the project originally started out as
deferred maintenance of old Colbourn Hall. This was the best category to fit that amount into after the
decision was made to use those funds for the construction of TCH. Someone in Tracy’s office would have
prepared the actual report and Tracy does not recall any discussion with anyone about where to list it.
The amount came from the E&G central commitments list and her office would then fit that amount into
the available categories on the funds use report. Merck did not see or approve the funds use report.

Band building?

The Band Building did not start out as a renovation and Tracy was not aware that E&G funds were used
it. She knew they were putting together funding for band building and that Merck, Lee Kernek, and the
college or arts and humanities were going to contribute funds. Nobody in Tracy’s office was involved in
making decision for the Band Building. Of the money that was coming from the university, her office
would process budget transfer and someone in budget office would push it through. Nothing came from
central funds for the Band Building. Tracy did not talk to Merck about the Band Building and she did not
know that E&G funds had been used for it until after Bill was gone.
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The funds that Merck contributed to the Band Building would have been his division level funds that had
not been allocated down to operational units yet.

Showroom and Postal Hub?

Tracy was not aware of the funding for the showroom and postal hub because there were funded by
facilities. The Band building, showroom, or the postal hub would not have been discussed in the
meetings Tracy has referred to because the commitment list traced central resources.

Research Building?

Tracy thought furniture and fixtures and lab buildout could be funded from any source, including E&G
funds. When they were trying to get units to contribute to their share of costs for the research building,
her letter to the units said that the units could pay for it with their startup, E&G, CG (contract & grant),
or auxiliary funds. $3M of $47M was central E&G funds.

Her office had always heard from Merck and facilities (Lee’s office) that furniture ,fixtures, and buildout
could be funded from E&G funds. There was no internal discussion about whether this was actually ok, it
was just Tracy’s understanding.

Tracy does not have a university issued phone, but gets phone allowance for it.

Joey reiterated litigation hold memo preservation request.
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Witness: Tracy Clark (with counsel: Todd )
Date: 10/25/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG; Julie Chara, PWC.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.
Joey explained that our goal is to understand what happened and present those findings to the BOT.

Joey explained that we will go through the binders we have prepared beginning with the emails Tracy
and Christy identified.

Tab 1: Feb 15, 2013

Joey reviewed some of our discussion with Christy, that the carryforward report is the fund balance
composition report. They often are asked to do an update. Joey went through the email asked why they
would remove funds they were planning ot use for that purpose.

Tracy explained because it was a midyear report and the planned expenses against it took the balance to
negative. It is difficult to get a true midyear carryforward balance because it does not account for the
incoming carryforward that is expected to accrue.

At this point CH was just a renovation. Tracy began having concerns when the project became a new
building.

Tab 2: Aug 22, 2013

This email reflects a single point it time, but the E&G Commitments list is a rolling document tha tis
maintained through the year. The E&G Commitments list is not submitted to the BOG or BOT, it is used
internally. The email refers to the 13-14 allocation document which indicates that the president and
provost authorized $8M of E&G for CH. Allocation document is signed in person, face-to-face, not a set
meeting really, attendees varied at the meeting to sign the allocation document. Tracy did not attend
these meetings when Tony Waldrop was provost, but attended most of them when Dale Whittaker was
provost.

This email directs a budget transfer from central to a department in facilities, then facilities may do cash
transfers to a project. John Pittman requested this transfer in his role at the time a Budget Director. It
would surprise Tracy if John did not know that E&G funds could not be used or consruction because of
his role at this time and because he received many documents that clearly indicated the use of E&G for
TC.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (10/25/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Tab 3: April 16, 2014 email

There was another email where Christy said “per this morning’s conversation, attaching revised showing
$13M has been changed to $18M.”

Joey asked about the 4/3/2014 FFC meeting. Tracy said she attended because she presented a financial
item that is on the agenda. She does not recall any discussion of the funding at the meeting or any
reference to the E&G commitments list attached to this email.

The E&G Commitments list was important information for budget chats. Copies were always included
and used at the meeting. This was a small group of 4 or 5 people around a small table talking for an hour
every 2 weeks.

Tracy thinks the CFO and the Provost made budget decisions. Those two may have taken items to the
president, however Tracy’s team looked to the CFO or the Provost for approval, they did not wait on the
president for approval. The capital planning process was not typically discussed in budget chats. Projects
that were not approved by state might come up in budget chats, but not always. If things were not
approved year after year and because critical or if there was someone complaining about a significant
need, those things may come up in the budget chats.

It is possible for the state to give a non-recurring E&G allocation so that they can evaluate whether to
fund that need the next year. An example of that is for the Lake Nona incubator. The items under E in
the grey on the allocation document are coming from central carryforward, not non-recurring E&G state
allocations.

Tab 4-5:

Joey does not think there is much to discuss here. He gave Tracy time to look and review whether there
was additional items to discuss. She agreed no.

Tab 6: Apr 30, 2014
Joey reviewed the email that $8M had been allocated and that was increased to $10M.

Tracy does not remember the specific meeting where this increase was approved. It could have been
decided at a budget meeting without additional approval, it would not have needed additional approval
from President Hitt. When items are allocated out (through the allocation document) it “falls off” of the
E&G Commitments list.

Joey directed Tracy to look at the 5/22/2014 BOT Meeting materials. The consent agenda are approval
items which means without discussion although they do vote and approve the consent agenda items but
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this is done as a single group approval of all consent items. A trustee may move an item from consent to
the (other?) agenda where the item would be discussed and voted on individually. The “non-recurring”
funds on the resolution item at p. 031 in the meeting materials means carryforward funds. This may be
influenced by her current understand of everything considering recent events. At the full board
meetings only the board members are really at the table, although the president is here as well. At the
committee meetings there is more interaction with the staff. Staff may be called on at a full BOT
meeting.

Joey directed Tracy to the Global UCF content in this same 5/22/2014 meeting. Tracy does not recall any
conversations about this project and why auxiliary funds were used while TCH was built with E&G. Tracy
remembers this was Tony Waldrop’s first-year pathway program for international students. Starts entity
was created for partnership between Shorelight and UCF. Auxilliary funds could be restricted by statute,
although Global UCF used discretionary auxiliary funds.

Skip 7

Tab 8:June 19, 2014

This is a detailed explanation of the sources and uses documents they would have gone through in the
budget chat meetings. This is the document that they pull from to add to the E&G commitments list.
Central carryforward is the beginning balance. This documents predicts what they expect the balance to
be at the end of the year on 6/30/2014.

Christy and Tracy usually provided information to be covered in the meetings, however other
information may come to the meeting from other sources. Budget chats were more working meetings
although there were some documents that were included consistently (like the E&G Commitments list).

Tab 9: July 22, 2014

Bill would have been the one to come to the meeting to say Colbourn had increased from $13M to
S18M. Lee was not at the budget chat meetings. The 14-15 allocation document shows $18M which is in
addition to the $10M from 13-14 (for a total of $28M). What goes on the allocation document is what
has been approved from the commitments list.

Tab 10: Aug 11, 2014

The list Christy is providing here includes items not on the 14-15 allocation document which may have
fallen of in prior years.
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Tab 12: Aug 12, 2014

Their first knowledge that they were talking about resurrecting theUniversity Budget Committee.

Tab 13: Nothing to cover.

Tab 14-15: Show the consistency of these documents being used at budget chat meetings. Dale
Whittaker would have been at these meetings.

Tab 16: Nothing to cover.

Tab 17:Jan 12, 2015

Tracy said this (Current Funding Plan document) was prompted by she and Christy talking about needing
a tracking document to follow the multiple projects being funded from different sources. Possible
someone asked them to do that, but does not remember that being the case. Bill asked John Pittman to
take over this document.

Tab 18:Jan 20, 2015

President Hitt did not come to the budget chats.

Tab 19: nothing to cover

Tab 20: June 19, 2015
Joey pointed Tracy’s attention to the 4/22/2014 FFC meeting transcript.

Tracy was always in the room for the FFC meetings. She has missed a couple over the years. She does
not recall the exact meeting. Carryforward always meant E&G. She does not recall discussions before
the meeting about how to phrase the description of funds. She did not consciously NOT use “E&G”
because carryforward is E&G. The committee was familiar with the term carryforward, but may not
necessarily have understood it as thoroughly as Tracy did.
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Tab 21: March 22, 2016

They were asked to compile this list of unfunded and funded capital projects by Dale. They got this from
John Pittman because Bill had asked Pittman to track this document.

Tab 22: March 23, 2016

The notes on the document are Dale’s notes. Tracy did not attend the meeting but she knows his
handwriting. Yellow sticky on the appended email looks like the attendees: Hitt, Mike Morsberger (VP
for Advancement (fundraising)), William Merck. Tracy does not recall if she actually ever had this follow
up meeting with Dale.

CITF is a fee students pay per credit hour. They send that up throughout the year. Bond finance uses
that revenue stream for bonds. Dan note is Dan Holsenbeck. This could be referring to whether they can
get bonding on the Band Building.

Tab 23:July 6, 2016

Done with Interview Binder

TCH Building Program

Tracy never knew these were done for projects until this investigation. She was not involved in
preparing this one. It does not surprise her that these are done, but she did not know about them.

p. 26: reference to BOT approving CIP with TCH coming from E&G

p. 57: University Funding = S38M

Asked about the Turnbull Center (FSU’s continuing education conference center) at FSU where they
used E&G carryforward funds which led to BOG revising regs to clarify how E&G carryforward could be
used.

Tracy does not remember hearing about the Turnbull Center.
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Tracy is not familiar with the UCF Master Plan, but she knows of it anecdotally for the board meetings.
This is really a Lee Kernek document. If a building is not on the master plan, it cannot be built. This is a
facilities master planning document.

Meeting in Dr. Hitt’s office when Bill made the audit comment, Tracy is not sure when this meeting
happened.

The CIP list is referred to as the wish list. If it is not on this form, you can’t do it.

Capital Outlay Budget: She does not understand the purpose of this form but it is not in her area of
knowledge. Lee Kernek may have a different understanding and explanation for this form. Bill would
have worked on that document with Lee.

David Norvell is the leader of sustainability, a type of subject matter expert really.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (12/6/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Witness: Tracy Clark
Date: 12/6/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Sakinah Jones, BCLP; Julie Leftheris, State
BOG IG. Michelle Davis, PWC joined by phone.

TAB 1: Attachment D to Operating Budget presented to BOT in May each year

Attachment D is not really in there for BOT to act on, they are approving attachment A. Attachment D is
really information for the BOT to see where UCF is so far for the year. Tracy does not recall deciding
which categories to allocate certain amounts to for attachment D, instead much of the categorizing was
system-driven. The format of attachment D changed (between Summary of 2014-15 Expenditures and
Summary of 2015-16 Expenditures), Tracy believes the format changes were due to trying to present the
information to the board in the best way. The change was not intended to conceal TCH transfers.

TAB 2: Exhibit Fs Operating Budget package submitted to BOG in August

The BOG approves the budget related to exhibit F in the end of the fiscal year. The package submitted to
the BOG in August is called the “operating budget submission.”

Fund Balance Composition Reports

These are submitted at the same time as the operating budget submissions. It shows how they plan to
use funds in the coming year. Tracy thinks they put TCH in “Deferred Maintenance Projects” because
that was the best place to put it, the closest category.

Allocation Document

The allocation document is the plan document or control document. It does not really have anything to
do with the operating budget. The budget for E&G is approved in the operating budget and the
allocation document says how they are going to allocate the E&G budget. The budget group prepares
the allocation document (Donna). Allocations from the state are designated as recurring or non-
recurring. After Vanessa Fortier left, Tracy would sit down with the Provost Whittaker and go through
the allocation document. This meeting may have lasted about an hour. Tracy met with Hitt once to go
through it. The meeting may have been about an hour although level of detail would be less. It was clear
in the meeting they were discussing allocation of E&G funds. He would have had to explain to Whittaker
what the document is.
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Tracy’s conversation with Bill about the issue using E&G funds for TCH happened when it first became a
new building. She did not raise the issue again with Bill because he had already made the decision. She
did not raise it with Whittaker because she had brought it up to Bill already.

Tracy recalls talking Whittaker through the allocation document and he attempted to understand the
details of the document.

Tab 3 Email from Tina Maier

Ronnie was Whittaker’s Chief of Staff at this time.

Tab 4

This email was during the time they were trying to put together a list ongoing projects. Attached list was
Lee’s way of tracking her projects she was responsible for in facilities. This was likely sent to them in the
process of them putting together that list.

Tab 5

The maintenance of the projects list was transferred to John Pittman.

Tab 6

This email may have been in response to a conversation with Lee that she would send her latest list. Lee
allocates $28M of E&G to TCH. Tracy thinks she did this because the funding had been committed at this
time although it had not been transferred until later.

Tab 7

Tracy and Christy took back the responsibility of maintaining the list at this time. Tracy knows John knew
because he maintained the document.

Tab 8

|ll

Tracy and Christy were trying to get some “control” around the process of funding projects. Trying to get

everyone on the same page.
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Christy Collier works for Joel Hartman (VP of IT). She manages “space” allocation.
Christopher Parkinson was in charge of the program for faculty research clusters.

Curtis Sawyer worked for Bill Merck as Associate VP for Building Services.

Tab 9

Gina’s response to the Tab 8 email. She combined CH and TCH into one line item.

Tab 10

Slide 24 regarding carry forward would been a general conversation about how to handle funding
challenges.

Tab 11

Tracy thinks Lee didn’t want to put comments from the Raad report in writing because they were so bad
it would scare people.

Tab 13

The last four transfers were from facilities E&G, not from the central reserve. Facilities would not have
needed additional approval to transfer these because the funds where theirs to use. (?) This if for them
to incorporate energy savings that may be a higher cost initially but will save on utility costs later.

Tab 14

Text A: corresponds to Pittman Binder Tab 5 email.

Tab B: Related to talking to Dr. Hitt about the allocation document.
Tab C: This is distance learning money.

Tab D: Tracy asked Christy for the big items paid out in carryforward. Preparing for Bill or Dale testifying
before the legislature.

Tad E: ??
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Board Budget Retreat

Dr. Hitt and Dr. Whittaker both attended the retreat. The retreat was broken out into 2 days. Auxiliary,
DSO, and outsourcing budgets were presented on the second day.

Tracy or someone in her office prepared the powerpoint. Bill would have reviewed the powerpoint
before it was final. She presented on slide 27(?). She and Bill both spoke. Tracy does not recall any
advance discussion with Bill about how to discuss TCH. She does not recall being concerned about
getting questions about the funding source for TCH. That would have been a conversation for Bill to
have as he had done within the university.

Slide 6: Operating cash includes cash restricted for restricted for construction? Operating cash means
cash balances of the university and this pie chart means “where it is sitting.” This is a representation of
where the cash for the university is.

Slide 15: ??

Slide 47: This was Lee’s portion. Tracy does not remember how Lee described “university funds.”

August 13, 2018 Meeting with Dave Walsh in Bill’s office

Tracy does not recall this meeting.

Lee Kernek

Tracy is not going to speculate as to whether Lee was aware of the restrictions on E&G funds.

Meeting with Dr. Hitt

There is an email of Tracy asking Angie to make 5 copies of the schedule. It should have been around
this email that Merck said audit comment in front of Hitt and Whittaker.
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Witness: Scott Cole
Date: 9/26/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background with UCF

Cole joined UCF in January of 2002. He was hired as General Counsel and was the only lawyer for UCF
when he was hired. Since then, he has grown the office to 12 lawyers. The office structure includes
Deputy General Counsel, with other attorneys broken into different offices.

Who handles capital projects?

Jordan Clark is the attorney who handles construction projects. Other than Cole, no one else really
works on construction.

Who supports finance and accounting?

No one is assigned to finance and accounting, including debt financing, instead it is handled “ad hoc.”
These would go to Cole or Clark.

Scott’s office has no involvement in the CIP/PECO list or in putting together info for capital projects for
the legislature. His office is not involved in finances unless a question is brought to them. They look to
the CFO and office of accounting to handle those issues.

Prior confusion about funds?

No, this particular issue has not come before them. Typically the issues they get are in the context of
direct support, affiliated corporations (athletics, ...). There has been lots of discussion in past about what
types of funds those departments could use. Scott has not previously been consulted on this specific
issue of the use of E&G funds. He knew E&G was operating money. He knew of a S1M cap, and now has
heard about a $2M cap.

When did Scott find out about the news?

Scott found out around the time of the state auditor general (AG) exit conference. Perhaps a week
before, Kathy Mitchell may have told him about an upcoming meeting that would raise an issue with
TCH. Scott wasn’t brought “in the loop” until closer to exit interview. He thinks Kathy told him because
she’s the one who works most closely with the auditor general. His best recollection is that an issue is
was going to be discussed about TCH and an improper use of funds. Scott did not do anything
immediately after finding.
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About the exit interview:

There was a large crowd in Scott’s conference room, including Bill Merck. John Pittman, internal audit,
finance and accounting folks, probably Tracy Clark, not sure about Lee Kernek. They went through
several other issues first, then raised the issue of TCH. Then Bill spoke up. Brenda asked about it. Merck
said, “This is on me, | authorized it, I'm willing to take the audit comment.”

Merck’s explanation?

It was clear Merck knew it wasn’t permissible. Merck thought it was a “sick building” and “had to get
people out of there.”

Scott doesn’t recall anyone else speaking on the issue; just Bill’'s comments. There was no back and forth
between Bill and Brenda really.

Scott’s next steps?

A “short period passed” and they had meetings with Merck, Grant Heston, Dale Whittaker in Heston’s
office. They wanted to figure out what happened and how it happened. They were naively hoping there
was some great explanation form Merck about it. Merck was consistent that he authorized it, and that
“it was his decision alone.” Merck talked about condition of building, that calls had been made to Chris
Kinsley who said there was no other money. Cole asked Merck if there was a plan to pay it back, but
Merck wasn’t very hopeful that was going to happen. Cole sensed they still hoped to get back state
funds to pay back the E&G. Cole wasn'’t totally clear what Merck meant by that. It did not come up
whether other people were informed. Merck did not identify any others within his reporting structure
who were involved or aware. His whole persona was one of resignation that he did it, “my bad”.

Merck’s state of mind was resignation that he had screwed up. There was no attempt to defend himself
at all. He realized he was not going to survive this. It was “almost a martyrdom thing” that he saved
students and staff. His rationale was that he was going to throw himself on the flames. It was very
uncharacteristic of Cole’s prior experience with Merck.

There was a BOT meeting were Merck proposed to have UCF to go ahead and fund the building and then
have the BOT put the building on the PECO list and they would get funding back from the legislature to
pay UCF back. Cole thinks paying the money back was Merck’s intention. This was a meeting before
everything was discovered. Merck was very vague, referring to “carryforward” and “non-recurring.” At
this meeting Merck was focused on the strategy of getting reimbursed after the building was built.

Any discussion about what Merck had told people about the source of funds?

Merck did not say anything about that but Cole mentioned it. He told Merck that he was missing the
point, that he had made misrepresentations to BOT. Merck’s response was that he made the decision.
Merck didn’t get that it wasn’t his decision to make. Merck would not dispute that he had given false
information. Cole thinks his description in agenda items was so that a person without detailed
knowledge of funding sources would not know there was an issue. Cole has all these meetings on his
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calendar. They were all between exit interview and BOG call. Date of BOG call = can get that from
Dale’s assistant.

Next, Cole was notified that there would be call with Chancellor of the Board of Governors. Cole and
Heston were there, Merck was on call, Chancellor Marshall Criser, Vicky Shirley, Chris Kinsley, maybe
others.

Next, Cole’s office got long records requests from the BOG. The Q&A doc was list of questions from
BOG. The BOG had Cole reach out to Kernek, Clark, Tant to get information. Tanya Perry would have
correspondences between Cole’s office and the BOG. This all happened before the letters.

Cole had brief conversations with Clark when they were meeting in his conference room to go over
documents to respond to the BOG questions. Clark “basically acknowledged that she knew about it.”
She was very upset, had tears in her eyes.

then Scott had telephone call with kernek. she said she had detailed notes of everything that happened.
was going to turn over her notes to tanya. scott told her not to turn over notes to tanya because would
become public record and sentinel would public so instead just tell tanya information. thinks kernek
would be treasure trove of everything that has happened. scott’s impression was that she kenw but was
not he reponsibilty to confirm source of funds and that responsibility was on accounting team, tracy and
Christy specifically. Scott doesn’t know enough about opearitons to judge that. he knows facilities
requires funds to be in their account before they start a project but not much byone that. she said bill
knew all aobu it. she said he rnotes indiated that president hitt knew about it, that hitt was | nmeeting
ehre it was discussed. did not say john knew it was eg funds and that it wasn’t ok to use eg funds.

is hit still employee?

he has one year contract to do fundraising for university for the next year. he does not live in FL he lives
in Wisconsin. had been rpesdient for 26 years. he was a professor, came up through ranks

anthing else from call with lee?

she also said dale was in a lot of meetings with this. lee implie dthat he knew but did not say dale new.
scott did not take notes from that call. may have notes from some later meetings tha the will share with
us.

next?

Scott talked to president whittaker In person. whittaker told him he was in a bunch of meetings on
building, his focus was on academic interest in building TCH (squeare footage dedicated to
departments), he did not pay any attention to funding topics or materials. scott asked if he was aware or
made aware that university was using prohibited funds and whittaker was adamant that no and if there
was any discussion it wouldn’t have meant anything because it wasn’t his area
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JB: asked scott to put together notes on timeline of timelines, not to talk to grant that we may ask him
to do same and compare them

scott had no one on ones with bill

scott had other discussions with dale after the first one but was comfortable after first convo that dale
did not know. other discussions were to strategize about how to address damage. had made decision to
seek outside investigation. did no more internal investigation nbecuase didn’t want to taint internal
investigation.

Tanya put together that timeline/chronology based mostly on converstaions with tant and kernek.
going back to bot and bot committee meetings?

scott thinks he was at 2014 committee and bot meetings because he attended most. at april ffc meeting
remembers discussion of construction, does not recall anything beyond general reference to carry
forward, non-recurring. generally recalls discussion about how bad colbourn was and decision was made
to try to build better/safer building. doesn’t recall who specifically recalled. lee would typically do most
of speaking ad bill would jump in with what scott calls “color commentary”. scott thinks committee
meetings are recorded on audio. no recollection about specific discussion of how it would be payed for
or type offunds. at may bot meeting doesn’t recal much. typcilaly when projct has been approved, not a
lot of sdiscusion and big bot level. typically someone will say somethinga bout a project and then they
vote on it. doesn’t recall anything but confident that if there was any discussion it would have been
same general language.

recurring = thing legislature appropriates every year like employee salaries

non-recurring = one time funds could be PECO funds, aux, donations,

carry forward = not spent in year and carry forward to next year (unlike most state agencies)
scott didn’t’ serve on any ubc or fbc boards or attend those meetings.

scott has no role in CIP process or putting those lists together

scott has no recrods of him being at any meetings involving colbourn hall prior to discovery of misuse,
except mmaster plan meetings. not in any meetings discussing funding of colbourn hall.

scott has run somesearches for colbourn hall, has his emails back to 2013.
bob asked about historical use carry forward fund, kernek put it together some time ago.

Audit comment = audit reponse to something, can vary from concerning to not concerning.
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Witness: Joseph Conte
Date: 11/16/18
Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background:

Mr. Conte was appointed to the Board of Trustees by the governor in August 2015. His term runs
through 2019. Serves on Strategy (chair), Advancement (vice-chair), Labor & Comp Committees. He
participated in a “very comprehensive” orientation when he joined the board. He does not remember
any specific discussion relative to E&G during the orientation. The orientation focused on use of

IM

systems, equipment, and what he “could do for the schoo

June 2016 Meeting:

The vote in June 2016 was a “routine need” vote and they were convinced of the need. If he questioned
the use of funds, he likely questioned the information rather than questioning whether it was wrong.
The initial decision on the project occurred earlier. By 2016, the discussion was around why the best
decision was to build a new building rather than renovate.

Mr. Conte believed that capital funding could only come from PECO or philanthropic donations.

Mr. Conte was not aware of the plan to build TCH and renovate CH. He only recalls discussions of
whether UCF should build new OR renovate. He “absolutely assumed” they were funding the project
with PECO funds.

CIPs:

Mr. Conte is familiar with the CIPs, however does not recall seeing TCH on the BOB-2 with E&G as the
funding source.

Audit Ding or Audit Comment

Mr. Conte does not recall Mr. Merck making any reference to an audit comment or audit ding, although
he believes he would have remembered if something like that was said.
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Mr. Conte had limited interaction with Mr. Merck, but none related to TCH or CH.
Mr. Conte is not familiar with Lee Kernek and does not recall meeting her..

Mr. Conte does not recall hearing about this misuse of funds through a phone call from Scott Cole. He
first recalls hearing about this at the emergency meeting.

Mr. Conte has met with Mr. Whittaker many times, however has not discussed this with him.

Other thoughts?
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Witness: Donna DuBuc
Date: 10/3/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background?

Started in Dec 2011 as assoc dir of university budget, reporting to tant. has been in the same position
although tant’s position has been elevated to cover other areas. Was promoted to Director this month.
Megan Diehl left 1-2 months ago.

Process?

When she started, the office was “really a mess”. First few years was trying to figure out what they were
doing while still processing budget transfers. The commitment control ledger: if there is not enough
budget in commitment control, cannot put a transaction through in general ledger.

In 2014, they posted journals directly into commitment controls. Member of community (different
departments at the university) would submit form by email, someone in office would enter transfer,
someone else would post it. Review procedure was in place to make sure transfers were not going
between buckets for types of funds. Donna’s money doesn’t move any money (that’s Brad’s group), hers
just transfers budget.

She is not involved in UBC or FBC committees. She has been to one UBC meeting. When decisions are
made about funding, Donna will communicate those to her team.

Donna is involved in creation of budget for tuition and fees. They estimate credit hours, etc. and create
the budget. State appropriations just come from the state. Carryforward, (still E&G just unused rolled
forward). Carryforward doesn’t specify line items of what will be spent, just a general bucket of how
much total is available to spend. They calculate the amount of carryforward by division. It gets posted in
commitment control ledger.

Documents?

E&G commitments list was a joint document maintained by Christy and academic affairs. This was
before Megan Diehl came over from Academic Affairs. Lynn Gonzales and Provost at the time and Merck
would know about those. they would have meetings and create a schedule that was a plan for university
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funds. This commitments list would be used to create allocation document. Commitment list is for E&G
only. Would show if commitment was recurring or non-recurring. Donna didn’t make the decisions on
the commitment list but Christy might direct Donna to put things on the commitments list. The
commitment list has line item detail showing something like TCH. Not signed or approved by anyone.
Don’t provide it to the BOT. Used it to understand how much they have in E&G reserves, to project
down the road.

Allocation document (also E&G only) was the final approval. This is the plan for the next year. Also
shows line item detail and would show something like TCH. President and provost sign allocation
document. Things that come up mid year would be reflected on the next year’s allocation document.
They use the allocation document to distribute budget out to the units.

The fact that a project appears on commitments list and allocation document means E&G funds are
going to be used for it.

Donna’s office does prepare operating budget for approval of the BOT that goes out in May. Has budget
for each of entities, but does not include spending plan.

She has seen a capital projects schedule (on the T drive) that showed projects and how they were going
to be funded. Christy maintained it based on her meetings. Had a conversation with Phillip about capital
projects schedule earlier this year. They were trying to figure out who is doing what where. Donna asked
Phillip if they could begin using that schedule again. Likely Christy was using it for her own purposes.
Donna found it helpful to understand what was going on.

Understanding of restrictions on E&G funds?

Had heard that E&G funds could not be used to construct a building, but thought it was a management
decision because that was the way things are done. Thought E&G funds could be used to support the
E&G mission. No documentation on what it can be used for.

Probably heard from Christy that could not use E&G funds for buildings. Not sure when.

Understands what the fund balance composition report is, but has not prepared. It shows carryforward
balance, contractual obligations, what you plan to spend but not contractual. Megan prepared it the last
few years, Christy reviewed it. Christy may have prepared it prior to Megan. Christy probably prepared it
when TCH was on it.

Megan Diehl left for personal reason unrelated to TCH.

State AG Audit?
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Phillip asked Donna how TCH was funded. She told him it was central carryforward. He asked is that
E&G. She said go talk to Christy, she needs to know you’re asking those kinds of questions.

Discussions?

People are all pretty angry that these decisions were made, the executed them, and they are now all
being dragged into this. She blames Merck, not Clark, not Tant. She has not asked Clark or Tant. Kathy
Mitchell has told them not to talk about it. Donna does not want to talk about it. Not aware of anyone
else outside of Merck who was involved.

She sits on audit committee for athletics, Merck chairs that committee. They had been operating
without an audit committee charter. the charter was a lot of fluff and didn’t put any responsibility on
audit committee in terms of controls. Merck said “I don’t want to put a lot of work on people.” She left
that meeting feeling disillusioned. She felt like a checkbox on the committee. This was earlier this year.
She started to have questions about him. Now she is feeling like she was right.

Anything Else?

Donna mentioned Trustee Walsh’s point that lack of process that “got us here in the first place.” She
agreed with him. UCF is moving at speed of light. The administrative staff can’t keep up with it, not
without things like this coming.

Other projects?

Downtown infrastructure, student service center, a chiller = she transferred E&G central to facilities
E&G. She also did this cash transfer into a construction account. This was maybe early 2017.

For TCH there would have had to have been a budget transfer from central to facilities in order for there
to be a cash transfers.

Donna discussed with Michelle and Bob the specifics of pulling the transfers, running a query, etc.

END:
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Witness: Robert Garvy
Date: 11/16/2018

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background:

Mr. Garvy has been on the BOT since 2011. His current term runs through January 2020. His background
is in investments so he was immediately assigned to the Finance & Facilities Committee. He currently
chairs the Educational Committee and vice chairs the FFC. Mr. Garvey met with Mr. Merck quite
frequently and took an active role on the FFC. He was shocked when he heard about the misuse of funds
for the construction of TCH.

Mr. Garvy believes that the education of the Trustees regarding the limitations and restrictions on
funding sources was inadequate. Funding discussions were limited to trustees asking Mr. Merck whether
“we had the funds” for a project. He may have responded with a comment like “we can move some
things around.” Mr. Garvy never suspected things would arise to the level of violating state statute and
BOG regulations. BOG guidelines are “open to interpretation” and could have been interpreted
differently at each university. Mr. Garvy felt there was an issue with Mr. Merck overseeing finance and
facilities.

Mr. Garvy learned about the misuse of funds right before the emergency BOT meeting. After Mr. Merck
resigned, Mr. Garvy called him to express his “concern” and surprise over what happened. “Mr. Garvy
recalls this was the first time he heard Mr. Merck was willing to “take an audit hit” over the decision.
Mr. Garvy was “stunned” that Mr. Merck’s judgment was not better.

Mr. Garvy did not have any substantive conversation with either Mr. Merck or Dr. Whittaker about the
misuse of funds for TCH.

4/3/14 FFC Meeting:

Mr. Garvy recalls CH was in such poor condition, engineers recommended against renovating the
building. Mr. Garvy does not recall whether that discussion occurred at this meeting.
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5/22/2014 BOT Meeting:

Mr. Garvy understood what PECO funding was for and was aware of the limited availability of PECO
funding. He recalls that Mr. Merck would “talk about ways to fund these projects using multiple
sources.” He does not believe he ever though PECO was the only source of funds for capital projects.”

“Non-recurring funds” would not inform Mr. Garvy that E&G funds were being used to pay for the
project. Mr. Garvy does not recall that “non-recurring funds” could be mean E&G. Mr. Merck’s comment
“take it out of our hide” did not signify to Mr. Garvy that these were E&G funds.

4/22/15 FFC Meeting:

Mr. Garvy’s “presupposition” throughout these discussions was that they were using appropriate funds.

7/26/2016 BOT Meeting:

Mr. Garvy does not recall the BOB-2 form. In looking at the form now, if he knew E&G was
inappropriate, he would have objected when the saw the form.
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Witness: Lynn Gonzalez
Date: 10/4/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background?

Started at UCF in 1994 in academic affairs in the provost’s office. (Prior to that was at UCF before and
left to pursue masters). Provost is an academic chief operating officer who oversees all aspects of the
academic areas. She was assistant vp 2003-2005, became Associate VP for academic budget and
personnel administration around 2005 reporting directly to terry hickey (2003-2010) then tony waldrop
(2010-april 2014) then Diane Chase (april-August 2014) then Whittaker (August 2014-June 2018). Was in
charge of academic budgeting. Assisted provost in making allocations of academic budgeting, deciding
what to spend the academic budget on. In March 2015, her position in academic affairs was eliminated.
She recommended the personnel piece move to hr or faculty excellence (moved it here) and move
budget under CFO. Her new role is director of budget initiatives. She worked/works closely with Dan
Holsenbeck.

Currenlty reports to Chrisy Tant.

7am Budget Chat Meetings?

She recalls these meetings, they had them before Dale Whittaker came. They started under Tony
Waldrop. They were on their calendar weekly, s a place holder, held in provost office. Attendees:
provost, CFO Merck, Tracy Clark, Christy Tant, Lynn Gonzalez, Megan Diehl (Lynn’s direct report, but not
a regular member). The president of the university did not attend these meetings. Vanessa Fortier was
gone by the time Tony started these meetings. Vanessa was an AVP who reported to Merck. Tracy
reported to Merck and Tracy assumed Vanessa’s role.

Before these meetings, the had a university budget committee, then when the budget cuts began in
2007 the committee was falling to pieces because members, VPs who were part of it, were
uncomfortable participating in the committee. Eventually president hitt decided he was comfortable
with provost and cfo making these decisions and reporting to hitt.

Commitment List?
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This was a document/spreadsheet that was maintained by f&a (Tracy and Christy presumably). It was a
multiple year document. It was kind of a placeholder. Anything that was discussed would go on there.
Although it was called “E&G” commitments, there were other projects on there even if it was funded
from another source. It wasn’t limited to capital projects. Lynn provided information that needed to go
on the list for academics.

Ultimately things could move to the allocation summary if they were approved. Then the allocation
summary was sent to everyone to go through to be sure their projects/areas reflected what they
expected. The provost and the president would sign the allocation document. The allocation document
reflected projects for the next year. Usually signed July 1 (beginning of the fiscal year) but sometimes
was signed later in August, September? Lynn does not know if it was presented to the BOT or if they
signed off on it.

Lynn was not involved in the capital planning process even it would affect academic planning. SPA
(Space, Planning, Administration & Analysis) was created and they would interface with facilities
because space allocation in a building was deemed to be an academic decision. Ed Neighbor was doing
this for TCH, he was a vice provost.

She remembers she was involved in discussions for Colbourn regarding who would go into the space.
She recalls it was a renovation. Then in September 2014, she remembers Diane Chase asked to look at
the proposal about who was going to go into the space and that is when Lynn became aware that it was
going to be a renovation and a new construction.

Understanding of how E&G funds could be used by the university?

They are state appropriated funds and we needed to use them for the operations of the university. In
her capacity, she worked very closely with internal audit (Kathy Mitchell). She was very aware (form
provost) of a lot of discussions going on because state had stopped providing PECO funding. Was aware
PECO was to fund construction. But she thought E&G could also be used for renovations. Just recently (2
weeks ago) learned that there was a cap of $2M. She had $250k of E&G funds in her academic affairs
budget a line item for minor renovations.

Her impression is that it was known that university was going to use in part E&G funds when it was a
construction renovation. On the final document that provost signed, it says Colbourn Hall renovation.
She remembers something about using E&G for construction and something about there being an audit
comment. She had some personal things going on at this time, but she remembers when all this came
out that she remembers some discussions about this.

When everything started happening, Lynn went to Meghan Diehl and asked her “did we ask if they were
using E&G?” Meghan said she had been “racking her brain” too. She recalled there were discussions
about it too. This is a real opportunity for universities to provide some clarity in that regard.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (10/4/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Her role in the room was to advise the provost on the academic budget. Capital projects where not a
part of the academic budget. What she was managing was E&G budget. The divisions show on the
document. Her focus was where they were going to put the people, not whether the people were going
into a new construction or a renovation.

Lynn has a September 2014 email about a meeting with Dale. Dale wrote an email to Lynn and diane
chase and to Ronnie Korosec (Dale’s Chief of Staff). Dale forwarded an email from Bill Merck to Lee
Kernek (copied Tracy) telling her that the provost (Dale) met with the president (Hitt) and described the
source of the funding. The email talks about the renovation and the construction. Dale’s email said
“thank you for the discussion” and they would go forward with the programming. At that time Lynn’s
impression was that it was a renovation and a building. She didn’t worry about it because she knew
PECO was handled by another division and that if they didn’t have PECO funds that they would be doing
fundraising or something else to get the funding.

Colbourn Hall first showed up on the commitment list in 2013 for $10M for renovation, the 2nd year it
was $18M.

She is aware that there was a problem that all the presidents and provosts were talking about because
the institutions weren’t getting money for capital funding.

She doesn’t see how Dale Whittaker couldn’t have known what the source of funding was. Hitt was a
stickler for details, she doesn’t see how anyone would go into a meeting with him without knowing all
the details.

Dale Whittaker is very focused on the large picture and where the university is going. Of all the provosts
she has worked with, he was less focused on the details. He was more focused on making things
happen.

She came back in 2015 when her husband got sick and subsequently passed. She was on FMLA Jan-Nov
2016.

Lynn was in a conversation with Christy in Christy’s office, Christy gave Lynn a “heads up” that the
auditors asked about this and Merck was stepping down. Lynn was very shocked. Christy said Lynn is
retiring. That they had asked and that they openly told them they were using E&G funds for this. Christy
said Lynn may be asked about your recollection, emails, information. At that point Christy didn’t seem
nervous.

Lynn also talked to Tracy, Lynn asked her about Merck, how he was doing. Tracy says he feels gooda
bout his decision to step down. There have been two meetings. Tracy had a meeting with her direct
reports. Very recently they had a meeting with Kathy Mitchell.

Christy asked Lynn “do you remember us talking aobut this during our morning budget meetings.” Lynn
said she didn’t and Christy didn’t press her.
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Megan Diehl?

Megan contacted Lynn after we reached out to her about an interview. Lynn advised Megan to call

Kathy Mitchell. Megan called her back and said she talked to Kathy and that she was not going to talk to
us.
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Witness: Phil Henson
Date: 10/3/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background?

Started at UCF Jan 2016 as Director of Finance & accounting, reported directly to Tracy Clark. Over
general accounting (handles statements and books for university financial and some DSOs),
disbursements (vendors payable, disbursements for p-cards, travel), student accounts (receivable
function). Now he reports to Christy Tant since Nov 2017.

Processes?

General accounting team does construction accounting. They insure that after bills are paid that we are
properly capitalizing assets consistent with GAP and state regulations. His team does not handle any
budgeting for capital projects.

His team has one master depository account, PECO funds would go there. One coordinator requests
PECO money directly from the state. Draws are typically done after amounts have been incurred or paid.
After money has been spent, if they believe its for PECO, they will draw those funds from their master
account.

He understands what PECO funds are for. His team gets biweekly E&G state appropriations draws every
two weeks into their master account. Thinks of E&G being for instruction and he always knows its
operating. He has always known it’s not for capital projects.

Carryforward funds are unspent E&G funds which are considered reserve. Every college has a “piece” of
that carryforward reserve. There is an excel schedule for these funds. He is not sure if there is a portion
of carryforward that is reserved as a central fund. Use restrictions remain the same when funds are
carried forward.

The Budget, Planning, & Admin group (Donna Dubuc) budgets for entire university, not just for E&G.

TCH?
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During the AG operational audit this year, Henson facilitated operational audit this year although
Hodum usually does it. They asked for funding source for 3 buildings. He advised Tant of the request and
Tant’s group prepared the information. Tant sent schedule to Henson and Henson sent it back to the AG.
At that point central reserve was delineated as source of funding. He knew AG would not know what
“Central reserve” meant. Tant said it was E&G. AG had some follow up questions and at that point Tant
was the one to respond to those requests. Henson noticed this would be an issue when he had a one-
on-one with Tant discussing that Merck has agreed to take the audit comment. Not much clear
discussion that this would be a big deal. He thinks that Tant definitely wasn’t as surprised as he was
about this. Her office creates the budget every year, these are large items. There had to have been
discussions prior to the time Henson found out. Tant didn’t give Henson any excuses or any story when
the discussed it.

When the request came that AG wanted ot know the funding sources. Tant said “I'll take it”. It took her
4 weeks to prepare the response. Henson remembers following up with Tant a lot about where the
response was. Once Tant finally emailed the schedule to him, he knew AG would not know what central
reserve meant because there are facility reserves, other reserves. Tant confirmed “central reserve”
meant E&G funds. He thinks perhaps there was an effort to conceal these were E&G funds. It seemed
odd to him that they would use “central reserve” instead of just calling them E&G funds. He didn’t
understand the severity of this misuse. In response to follow up wuesitons, they told AG that it was E&G
carryforward. He did not talk to anyone further about it because he didn’t make the connection at that
time. They get operational comments all the time, every year.

When provost announced Merck was stepping down, Henson realized severity of issue.

Henson attended exit conference with auditor general. Merck said he “agreed to take the hit for that.”
The audit comment would be written to Merck and he would have to respond to it. Also understood it
to mean that Merck made the decision.

Henson did not have many direct conversations with Clark, communicated with Tant much more. Tant
and Clark worked as a team to decide funding sources for projects. Clark is the “money person”. She
would have to know the details of the funding source. Doesn’t think Merck knew the details.

Megan Diehl was on academic side, would not have had any involvement in facilities.

Henson has not discussed this with Hodum beyond “I can’t believe this happened.” Henson believes
Hodum was not aware of what was going on.

Wilson Rosario was a senior associate controller when Henson started. He handled construction
accounting. Rosario was on some of the entries from E&G to construction. Entries are initiated by
facilities group. Lashonda’s group would create the entry. Henson’s team approves all journal entries,
not budget entries. There is a workflow process that determines who on Henson’s team would get it. For
things related to construction. Rosario/Nelson would know the type of funds, would know fund ...001 is
E&G but may not know the level of significance of what that means. Rosario/Nelson approve and post.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (10/3/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Rosario/Nelson would look for documentation to confirm should be approved. Would look for approval
from somebody on the budget team. BOB AND MICHELLE GOT THIS PIECE DOWN.

Megan Nelson took Rosarios role. Rosario was involved in setting up projects and insuring there was
appropriate funding for projects.

Henson is required to attend all FFC meetings because usually something on agenda for his team. Recalls
Colbourn hall coming up, specifically the razing and building a new one. Does not recall any disclosure of
use of funds. When they present the budget every year, that’s the only time when they talk about
funding sources. Do not discuss funding sources when talking about approving sources for single
projects. Budget does not include detail within categories. “You get a chuckle about what they look at an
approve.” There has been a constant challenge around the growth of the university. Everybody knew
they had to be creative. Thinks Merck trusts his folks to figure out ways to get things done. Doesn’t see
him knowing the ins and outs. Wouldn’t know 1001 is E&G.

Henson is not involved in the FBC.

Not involved in E&G commitments list.

Knows CIP list but doesn’t know too much about it.
No knowledge of other projects on Kathy’s table.

END:
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Witness: Grant Heston
Date: 12/6/18
Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Grant started at UCF in August 2007 as Assistant VP for New and Information. In 2014, he became VP of
Comm & Marketing reporting to Dr. Hitt.

Dr. Hitt recommended Grant to coordinate search for new president when Dr. Hitt retired. July 1, 2018
he added the responsibility of Chief of Staff to the president.

Grant attended the “status of projects” meetings in the president’s board room that Merck and Kernek
presented.

He interacted with Merck quite a bit about any incident that could potentially be newsworthy. He found
bill to be trustworthy.

He interacted with Kernek earlier in his career.

Grant did not know about any restrictions on E&G funds, regular or carryforward. He was aware that
E&G was appropriated by the state and that they tried to spend them on things that directly impact the
mission of the university. He did know that they could not pay a university employee salary more than
$200k a year out of E&G funds.

Grant served on the UBC, but does not recall any specific discussion on CH or TCH. He understood the
UBC to be focused on exceptional funding requests, not new buildings.

Grant was not involved in producing documents or responding to any requests for the state AG audit.

He had a calendar event from August 22, 2018 with the state Auditor General. Bill Merck attended the
meeting. He recalls a very brief mention of TCH and Merck responded “yeah, | know.” They spent most
of the time discussing other topics.
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August 28 at 2pm:

Later there was a conference call with the chancellor about TCH and that it was a “big problem.”
Whittaker, Cole, Janet Owen, were on the call. He does not recall if Bill Merck participated or not.

Following the call, there were many impromptu meetings and discussion around how they would
respond to the problem involving Merck, Whittaker, Chairman Marchena.

Scott and Grant met with Merck on September 5. (Grant will provide meeting invite and any related
communications)

Bill wanted to present his side of the story to the BOT at the September 6, 2018 meeting. Scott Cole and
Grant felt that was not the best thing for him to do. They sat down with Merck and said “tell us with you
would tell the board.” As the listened, both began to feel that Merck was defensive. Merck said he
would do it again.

Merck: “They wouldn’t approve it if | told them E&G.” “I would do it again.”

Scott and Grant eventually said they did not think Merck should even come to the 9/6 meeting. Dale
agreed and decided he needed to accept his retirement? Did Merck offer retirement or did Whittaker
ask for it?

Grant feels that Merck’s letter is totally at odds with what they discussed in that last meeting. In the
September 5 meeting, Merck said “if | had gone to the board they wouldn’t have approved it.” The letter
did not jive with that meeting. Grant said “internal carryforward is a vague term that could mean many
things.” Merck said “I did that on purpose because | knew that if | told them what it really means then
they wouldn’t have approved it.”

Grant does not recall Merck saying anything about the use of E&G being temporary and that he would
continue to try to repay the funds (even if he didn’t get caught).

September 6 was the first time they announced Merck’s retirement.

Despite the severity of the issue, they considered the option of having him stay on through the end of
the year. They tried to let him preserve his dignity on his way out.

Dr. Whittaker is a compassionate person. It was a hard decision to end Merck’s career “under a cloud.”

Dr. Whittaker’s knowledge of E&G?
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Grant believes Dale was never told and didn’t know the use of these funds violated state statute or BOG
regulations.

No discussions with Tracy Clark or Lee Kernek about this.

GRANT WILL PROVIDE:

e any notes from 9/5 meeting 2:15 - ? calendar event?
0O any communications

e 8/22 AG meeting

e 8/28 call with chancellor



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (10/25/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Witness: Dr. John Hitt
Date: Thursday, October 25, 2018

Interviewers: Joey Burby, BCLP, Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Hitt began at UCF in 1992 as President. He came from Univ of Maine, prior to that was at Bradley?
Background is in Psychology. When he came, there were 21,200 students, but now around 66/67k. As
they grew, some systems grew and some did not. He has found people at UCF to be almost uniformly
ready to fix problems. He would “forecast a good result on [our] efforts.”

Hitt’s pattern has been to hire a Provost and if they do well make them an Executive Vice President as
well. After Tony Waldrop left to go to University of Southern Alabama, Diane Chase was intermin
Provost until Dale Whittaker became provost. Diane Chase left as a “disappointed candidate.”

Hitt hired Merck. His CFO responsibilities were added later.

Hitt was clear there were restrictions on funds, but had grown somewhat “lax” on what the restrictions
were. Hitt hires good people and depends on them to do their jobs. He would be “hard-pressed” to
recite the restrictions. He was familiar with carryforward, would lump those funds in with general
category of E&G.

Turnbull Center at FSU

Hitt thinks some of his people of UCF would have been aware of what happened with the Turnbull
Center.

Budget Process

The responsibility and authority was given to the Executive VP as chair of budget planning committee.
Hitt was hands-off and would review in very broad strokes. He cannot remember the last time he made
a change. The budget planning committee was an administrative group made of VPs, others, students.
When the severe budget cuts happened, Hitt learned the work had been pushed onto 2 or 3 key people.
When they hired Tony or Dale, Hitt expressed his desire to try to reestablish the practice of including all
the VPs.
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Hitt does not recall a budget review meeting on Tuesdays.

Allocation Documents?

Likely someone would bring the document to him, he would ask if it was right, and he would sign it. He
trusted the people he had hired to do their job.

General Recollection of CH/TCH

There was a lot of discussion about the best use of whatever money they had. He does not have much
recollection about the budget or funding. He recalls the building assessments/evaluations

Hitt left campus Wednesday June 27, 2018. He didn’t hear any more about this until at least mid-august.

Around August 15 or 16, 2018, is when Hitt recalls finding out about this. He recalls being shocked that
they had done something that was impermissible. No one came to Hitt during the audit about what was
going on.

The allocation document signed in August of 2013 allocated $8M of E&G to CH.

Feb 20, 2014 - Does not recall this meeting.

Hitt attended all BOT meetings as corporate secretary.

Joey showed him 4/3/2014 FFC materials. Hitt reviewed and said it looks like they will go ahead and do it
and figure out how to pay or it later. Hitt would not doubt he was there. The meetings were pretty
casual, although they were certainly doing important and necessary work. He compared this to boards
where the meetings were “all business” and were more formal.

5/22/14 BOT Meeting

Hitt is aware of the discussion about how they could get enough non-recurring non-E&G funds. He
understood non-recurring to mean something like auxiliary reserves. Hit spoke about the convenience of
E&G funds being located in one location while auxiliary funds may be in different places. He does not
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equate non-recurring funds with E&G funds. He suspects that if they had said they were doing the
project with E&G funds it would have triggered discussion; specifically he would have been one to say
something about it. Hitt reviewed the meeting transcription and thinks there should have been more
specificity regarding where the funds were coming from.

FY14-15 Allocation Document

Hitt believes this document would have been presented to him and he would have signed very quickly.

Jan 20, 2015 Email (Tab 18 in Clark/Tant Binder)

The email sounds like there was a meeting between Hitt and Whittaker that Bill Merck was told about.

April 22, 2015 FFC Meeting

Hitt was “probably not” at this meeting. Joey directed his attention to the transcript. Hitt said they are
getting closer to not being ambiguous. As he read it, sounds like they are talking about E&G.

May 20, 2015

Hitt does not recall the meeting but agrees from Lee’s notes that he agreed with what they were
discussing.

Hitt does not recall Merck making a comment about an “audit ding” or “audit comment”. He thinks
Merck was likely frustrated. According to BOG estimates, UCF has less square footage than it should.
There was a frustration among staff about this.

March 23, 2016 Meeting/Emails

Hitt does not remember this meeting.

TCH Building Program

Appendix C, page 57: “University Funding” could mean anything including auxiliary reserves. Hitt asked
what it makes you wonder what “flavor” of university funding it is.
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pp.25-26: TCH “funded by E&G”

Hitt would not have looked into the details of this document. He does not recall it although he signed it.

cip?
Hitt is vaguely familiar with the term CIP, but not familiar with the BOB form(s) themselves.

At universities, someone is responsible for that level of detail, however it would not be the president or
the provost.

There is a lot of frustration at UCF about capital planning.

Do you think you knew E&G funds were used to build this building?
Hitt: It just didn’t register.

Did you know you were improperly using funds to use this building?
Hitt: He thinks it’s kind of hard to say one way or the other.

Burby reiterated the decisions were made in 15, 16, some in 14.

Hitt: Can conceive of Bill or somebody saying they will get an audit ding but they will be able to correct it
and move on. He can recall some meetings where there was discussion in that area, but does not recall a
specific instance where he made a decision to build a building using E&G funds.

Hitt described his relationship with Bill as a “close relationship.” It is possible Bill did not share things
with Hitt. It is also possible that in the last few months/year of his presidency he may have missed some
things, but that does not mean he was not responsible.
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Witness: Brad Hodum
Date: 10/3/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background?

May/June 2013 started with UCF. Started as associate controller or finance and accounting. Reported to
directly to Christy Tant. About 3 years ago, when Tracy moved into dual reporting position, Phillip
Henson joined and Hodum began to report to Henson. General Financing and basic reporting, all GAP
reporting. 2 associate controllers, the other one is Tera Alcala. Tera oversees DSOs, Hodum oversies
universities. Each of them has a assistant controller that report to them. Megan Carigan, Burt Francis.
Under them are a series of coordinators and accountants. Megan Nelson reports to Megan Carigan.
Nelson is responsible for capital asset accounting.

Process?

His office does draws for PECO. Draws done in arrears. What is spent in a month is drawn at the end of
the month. When money comes in it’s posted directly to the project.

Facilities handles funding of other capital projects with non PECO funds. They initiated the transfer
journal and Hodum’s team would approve it. Transfer occurs in genera ledger, project setup is in project
budget ledger. This is where Nelson would interact with Lashonda in facilities.

Major projects $5M and above = this can be everything from renovations to building a brand new
building from scractch.

Minor: Under $5M
Very minor: $50k or less

His understanding was any amount of E&G could be used for renovations. E&G could be used for certain
capital projects. Wasn’t certain about the specific limits or restrictions. Had heard there were
restrictions on E&G funds in general, but not necessarily that they could not be used for construction of
a new building. He was aware of E&G funds being used to construct new buildings. Just figured there
was a reason for it, that it was ok. Because he does variance analysis for general ledger, he knew E&G
funds were being used for Colbourn hall, this could have been a couple years ago. He’s not sure if at that
point it was being used for renovation or construction. Didn’t know they were being used to construct a
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building until recently. He did not suspect at that time that that was a misuse of funds, that it should not
be occurring.

They do a quarterly review of budget entities. Could see a variance of transfers of E&G to construction.

Nelson never told Hodum hey | see E&G funds are being used for construction, is that ok. No discussions
with Tracy Clark about this. She would get the quarterly review reports and would be able to see that
E&G funds were being used for construction. Interacts quite often with Tracy, usually ad hoc information
requests

State AG Operational Audit

Brad was not involved this year, but previously he had been involved in them.

He was at the AG Entrance Conference, they mentioned at the meeting they would look into the use of
funds. But didn’t really.

Hodum was not involved in preparing the material that went to the AG. As it was happening it didn’t
seem like a big deal.

Heard about the severity of the issue with E&G funds being used when Henson mentioned it to Hodum.
Henson didn’t seem worried. Hodum assumed they had had conversations with Merck that that’s just
what it was going to be.

Whittaker had a meeting with all of Merck’s direct reports to lay out what would happen. Tracy and
Christy had meeting with all F&A management. Discussed that the project was evolving, started as a
renovation, eventually decided to build a new building, and that this was a misuse of funds.

JB: Tracy told us that Hodum knew this was a misuse of funds.

Hodum definitely didn’t know it was wrong at the time. Generally knew there were restrictions so
assumed there was a new building. It was a large amount, and knew they didn’t typically use E&G funds
for large construction project.

Back to Variance Analysis:

They investigate variances if it looks like something that needs to be corrected. Level of detail includes
specific project the transfers are related to.

Reports that Identify E&G Funds?
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Not annual financial statements, construction commitments, or financial ratios.

Potentially quarterly operating budget status reports. snapshot of how budget looks by revenue entity.

It would not surprise him if Tracy and Christy knew E&G funds were being used. Not sure if they knew it
was inappropriate use of funds.

Brad Hodum prepared Exhibit D summary document given to BOG.

They keep appropriations in one department for E&G. It never leaves there until the end of the year.
Departments spend negative cash and then they get it back at the end of the year.

They debit expense, credit cash for E&G department that is funding the construction project. That
department would have negative case and they would make the department whole again with
appropriations.

Tracy and Christy would have to approve the budget so they would not have been surprised to find out
E&G funds were being used for construction of TCH.

If a department has a need that comes up later, they can pull more budget out of central to the
department.

If central funding would be funding the project, the entry request would not come from facilities, it
would be requested by Christy/Tracy to direct Megan Nelson to create the entry.

For Colbourn hall, they have pulled the entries and the backup.

The way to pull activity for an account it to pull activity associated with the construction account.

END:
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Witness: Susan Hutson
Date: 11/16/18

Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background:

Ms. Hutson started at UCF in March of 2016 as the Assistant Director of Planning for Facilities, Planning,
& Construction. She reports to Bill Martin and has the entire time she has been with UCF. She is in
charge of the archive, the campus master plan (they do an iteration of it every 5 years). She is “skilled at
programming buildings.” Programming buildings is the process of allocating assignable space in a
building. After assigning spaces, she writes a brief narrative of all the spaces. Architects can do building
programming, however Ms. Hutson handles this piece because architects would not push back against
the end user on what they may want in a building. Ms. Hutson pushes back to encourage sharing

She has programmed the academic building downtown and nursing. She did not do the academic space
program for the building, the architects did that, Ms. Hutson just put the information into her preferred
format. The BOG has a regulation that requires the president approve a building program.

Ms. Hutson began attending TCH meetings immediately upon starting at UCF. At that time, TCH was a
large addition to CH. A building program document was already in progress when Ms. Hutson started.
ShenkelShultz drafted the original building program. Ms. Hutson took their list and dropped it into her
format. A building program document must state compliance with certain items for the president to sign
it. Ms. Hutson wrote the building program for TCH. Pete Newman provided Ms. Hutson with a “go-by”
for the TCH building program. She does not recall when she began working on the building program,
however she believes it took her at least two months to write. As Ms. Hutson was writing the building
program, Ms. Kernek was developing a procedure for drafting building programs. Ms. Kernek also
reviewed the TCH Building Program as Ms. Hutson was drafting and provided comments and feedback
throughout the process. Montell Watson and Bill Martin were also involved in the process. The red text
in the building program is the procedure. Ms. Hutson included the timeline (pp. 25-26) to help a reader
understand the background of the building.

Was just trying to track a history of the building. She did not include all of the information.
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Ms. Hutson “knew nothing about funding.” She researched various funding types as she was working on
the building program. Either Ms. Kernek or Mr. Martin gave Ms. Hutson the information about the
funding source included in Appendix C (p. 57).

She first heard of the issue with the misuse of funds when the president sent out his notice that the BOT
was hiring a law firm to look into this. She was told to read about it in the newspaper.

She was not asked to produce anything for the operation audit in the spring. About a week ago she gave
some emails to Renwick Daelo. He is the associate director for design for facilities planning and ???. Bill
Martin was the one who requested the emails but he was out when she provided them so she gave
them to Mr. Daelo. 10/30/2018. Suzie, lee just asked that you be added to this data request. Please put
all your TCH related emails on a flash drive.”

Initially, Ms. Hutson was submitting versions of the building program in hard copy, paper. When she
found out lee preferred tracked changes, she switched to tracked changes.

She does not work with Gina Seabrook much. She did not work with her at all on the TCH Building
Program. Gina may have given her a template of CH/TCH.

She has never discussed the funding of trevor colbourn hall because she does not have anything to do
with money.

Lee held one meeting the day Mr. Merck stepped down and told the office to be honest and that they
would get through it and that they had not done anything wrong.
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Witness: Tim Jones, BOG
Date: 10/18/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Julie Leftheris, State
BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background

Tim has been in hisin current role for 10 years. He started with BOG when it was Board of Reagents in
1999.

FL University Budget Approval Process

This is the E&G process; the facilities/PECO process is separate. E&G consists of 3 sources: general
revenue, lottery and student tuition.

By statute, schools are required to submit their incremental priorities for upcoming session; this is
where the capital outlay piece occurs. Schools assume they will get base budget automatically so they
are requesting their incremental increase for that year.

Legislature provides base budget funding and approves incremental funding adding to that base.
BOG asks universities to submit needs, BOG provides this info to legislature in advance of session.

In September, budget requests go to BOG for consideration. BOG focuses on system-wide initiatives and
approves those. Included in what is presented to BOG is list of university initiatives.

BOG sends the system initiatives to legislature in October in the legislative budget request (LBR).
Universities lobby their university initiatives directly with the legislature.

At the end of 60 days, pass appropriations act which line-items funding for each university. In a normal
cycle, this will be the base plus any incremental that was added. Governor usually adopts the budget,
but can veto. Budget goes into effect July 1.

Before BOG can distribute funds, university must have BOT-approved budget. BOG asks for detailed
budget in August which goes to BOG for approval in September. This is provided at a very high level of
categories. Ex: staff salaries, expenses (which can include travel, office supplies), financial aid, etc. As
they work through budget, they work down to object codes which is a more detailed description,
however BOG does not look at this level of detail. This is the only budget the BOG gets because BOG has
delegated day to day financial responsibilities. The BOT is responsible for looking at the object codes.
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They have gone back to look at the materials UCF provided during the relevant timeline, but have found
no anomalies.

Carry-forward reporting process is different.

Fund Balance Composition Report: just shows carryforward available. BOG asks for high level report of
how much carry-forward a university has. University responds with their current balance. It includes
contracts and commitments of carry-forward funds.

Expenditures of what was spent from carryforward show up on budget for next year. This is a new step
in the process that is new in recent years. This report is part of the operating budget package submitted
in August operating budget. August budget is more specific that June budget. June budget is really high
level so that they can just get a budget in so they can begin to get their money in July.

Tim will send report numbers to Julie so we know what to ask for.

There are a few places in the statute that refer to a S$1IM or $2M cap. Section 255 of florida statute. BOG
has discussed with schools that E&G funds may be used on renovations up to $2M.

History of Carryforward

In 1985, legislature passed law to allow universities carry forward up to 5% of funds. In 1994, revised
statute to talk about what they could spend carry-forward on. In 2002, changes statute to remove 5%
and require a minimum 5% and removed definitions opening it up to use for anything related to
operations. If drop below 5%, no penalty, just have to report to BOG that they are below and provide
plan of how to replenish minimum.

Historical confusion about using E&G for capital projects?

BOG thought the S2M cap was well-known knowledge. Had universities ask if they can do something
which is within the S2M. Never had anyone ask

FSU Turnbull Center - FSU used about $10M of E&G carryforward as part of the construction. At least
10-12 years ago.

BOG modified their reg to say E&G carry forward had to be spent on same categories as regular E&G.

Look for audio or minutes on this.

Communications between BOG and university executives?
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University CFOs of universities meet regularly with BOG, amongst themselves. CFOs and other
executives. Open and active group, meet regularly to try to get ideas from each other.

BOG will sometimes copy provost and CFO. They often run university while president is “doing their own
thing.” They interact mostly with CFO and Provost. May have interacted with Tracy, but likely would not
recognize her. Yes, would recognize Bill Merck.

Tim does not recall any dialogue or communication with UCF.

Sid Kytson has had at least 2 meetings about use of carryforward funds.

If you had identified a misuse of funds, how is it handled?

Not sure, have not been through it before. Probably would escalate up to chancellor and president. Ask
school to restore funds.

BOB-2 is request for schools to get operating funding for building they are building using non-state funds
but want state funds to pay for operating costs.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (9/26/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Interview with Lee Kernek (1pm) (started at 1:10pm)
Witness: Lee Kernek
Date: 9/26/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background:

been with UCF 11 years, done primarily defense work previously, worked for DOD previously, marketing
recruiting at local hospital, spouse was moved to Orlando and she followed. was hired at UCF in current
role. was facilities and safety when she took it and has changed a bit over years, included--. initially was
over facilities planning & construction (oversees construction) planning. have changed facilities plan
over time to break off piece, landscaping. she had utilities, formed sustainability initiatives, police,
formed resource management, formed emergency management which went with police when divided.
moved small projects under facilities planning & construction. state divides capital and non-capital by
amount of money. anything under $2M in construction is minor project, which used to be separate. all
cap projects over $2M are handled by facilities planning & construction. downtown campus is also a
little bit separate. her org chart is changing because reorging currently. __ oversees construction at
downtown campus. bill martin does have both major and minor construction but no facilities
operations. duane seamen handles some construction. bill martin has project managers under him. he
had 2 assistant/associate directors on planning side/construction side, but changed it so that one person
handles both sides of a single project. bill will be university architect, allen will move up to??? bill Merck
has been lee’s boss since she’s been here.

Overview of Cap X projects, how department is involved in and administers them.
Lee’s role with capital projects?

oversight for the most part. tries to hire best and brightest and gets them to play well on the same
team. get all groups to function well together. she is involved throughout process. often sits on
committees that select architects, design firms, etc. they follow BOG regulations for policies and
procedures for selections but define their own within that. tried to establish legally defensible process.

How do you get funding?

submit capital improvement plan every year. do 10 year master plan every 5 years. yearly cap imp plan
has sections. sections: public education outlay (PECO); capital improvement trust funds; “other state
sources” for things not at level to put on PECO, not highest priority, but Kinsley has told them that if
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university is planning to spend other sources of money they should put it in this category; non-state
sources are things acquired with debt, donor funding, could be aux, DSO, or something else.

BOB form is part of cap improvement plan, it asks how building is going to be funded. one requests
anything for which they might ask to bond or take on debt, one asks for plant operations and
maintenance source of funds to operate newly built build. Kinsley told them that if they don’t know
source of money but building will support E&G use, they should put E&G for source of money although
that doesn’t mean they are actually using E&G funds. she thinks when they put TCH under other state
sources, and when they put it on BOB it will say E&G funds. Lee’s staff prepares bob and she reviews it.

Not saying that Kinsley told staff to say that you’re using E&G funds for capital projects under “other
state sources”. Lee thinks they intended to notice staff that they were using E&G funds to build TCH
when they put it on “other state funds.” Lee did not know they could not use E&G funds to build TCH.
She didn’t know that PO&M was E&G funding. Has asked Kinsley several times what they can and
cannot use PO&M for. They don’t spend any E&G money on buildings except she learned this year that
PO&M is in the category of E&G. She takes a lot of notes. She was in meetings where use of E&G for TCH
was discussed. Is happy to share her notebooks. Was in meetings in 2014 in sept where Tracy Clark told
Merck that they were using $9M E&G for TCH was being used and that auditor had already said that was
a problem and that might put other amount at risk and might have to repay. Merck said didn’t see any
other way because had building might put people in danger and needed to proceed. and end of
conversation Merck said he would have to advise president.

Go back to the process: have master 10 year plan, yearly CIP plan

TCH moved around on plans, was fairly low on priority. Process of CIP plan: used to be that people
would just tell them and those would be put on a list, Merck or president would look at it and move
things around at their discretion. list would go to ??? then to BOG. BOG determines what they will send
to legislature. Legislature decides funding, governor has veto. Lee’s office may get something from BOG
staff showing what’s funding, and legislature will send information back on what has been funding. will
see what'’s funded for each state institution, and other lists about what’s been approved for what's
projects. then there is the capital outlay budget which is usually presented to BOT FFC in May of each
year. usually Merck and lee will give them that. state appropriations decisions are generally made in
April/May. if don’t have answers yet, will show what they think on capital outlay budget. may ask BOT to
give president authority to make changes. was ok with that until 2015. in 2015 BOG said they wanted
greater oversight of that. capital outlay budget that is presented to bog is what UCF wants to move
forward with from what’s been approved. reflects funding in year approved, not necessarily in year of
construction.

trustees can approve project off cycle, but researched that and decided it needed to be shown on may
proposal or amend may proposal instead of having one-off approval for something.

next, advertisement in fl admin weekly will go out to solicit proposals. process will include either lee or
assistant vp on selection committee. operations directors sits on committee. 2 ‘customers’ (future
occupants) sit on committee as well. have to have educational plant survey, planning & design. when
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architect starts drawing things there will be payments to them. CM at risk watches architect to
determine if plan is constructible.

when it is time to pay people, how does that work?

Before payments there are contracts. Lee has someone on staff who is an attorney who helps with
contracts stuff and send those over to GC.

when time to pay, there will be pay application . project managers work with facilities safety and
business office. have levels of signature authority. computer system and paper system.

where does the money come from?

when doing project they set up construction account. depending on who is paying for project, various
people could be putting money in the account. E&G if you’re in chemistry building and they want to
renovate they have to put money in construction account. on PECO the money comes in through finance
and accounting. have to put money in the construction account before they design or construct. other
funds all flow through finance and accounting to get to construction account. facilities & safety business
office has accountants that would be able to see through PeopleSoft where funds are coming from.

is that not visible to project manager or lee?

lee would not know, wouldn’t’ have a clue because they use accounting numbers. normally would know
generally what kinds of funds are being used for projects especially for major projects. usually she has
no clue for the minor projects.

didn’t understand E&G funds couldn’t be used to build new buildings?

yes, because she wouldn’t have use them. lee understood these could be used for cap x: PECO, CITF
(capital improvement trust fund), donor money, DSO (direct service organization) money, client money,
aux money. they have used PO&M for differed maintenance because Kinsley advised them that those
are for that. capital renewal and deferred maintenance usually go hand in hand. PO&M are a subset of
E&G funds. She didn’t know that because state has always told her they could use them for deferred
maintenance. operations maintenance and utilities are two pieces of PO&M. Can use PO&M to
renovate, repair, but can’t use it to build a new building. Lee has understood all along that you can’t use
PO&M funds to build a new building???

Shift to TCH:

CH originally listed as renovation on capital improvement plan, master plan. studies done, doesn’t recall
how they started. seems that someone went in to do renovation and realized issues were bigger. studies
identified things like moisture, mold, building issues. at some point larger study was triggered that
returned significant issues with structure itself. engineer: “I can tell you your building is still standing but
| can’t tell you how.” no one assigned to project yet because very early stages. then brought in
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destructive testing. that’s when major safety concerns came up. showed major issues. that’s when they
contacted state, she talked to Kinsley (around when???) out of cycle of cap improvement plan cycle
(which happens July/august but this happened in spring. she asked if there were any funds. Kinsley said
no state funds and you’re on your own. at that point still talking about renovation so asking for
renovation costs. funds that were going to be used for renovation was E&G funds (this might be the
conversation she referred to before about the $9M). also remembers a note about conversation with
provost (tony waldrop or Diane chase as interim) and had identified initial funds.

source of funds was what?

source changed over time. provost had identified a certain amount, $5M of academic affairs money and
S5M of aux money. then later is when conversation happened...

BREAK

did you know prior to April 2018 that E&G funds used to construct TCH? yes, | knew that some were,
didn’t know until after audit that all funding for TCH was DG

what funds other than E&G did you think were use? didn’t really know

prior to April 2018 did you know E&G funds could not be used for construction of new building? no, |
researched it sept 10.

how did you know some where used? various meetings where there were discussions

can you turn to your notes? lee has taken notes from here notes about any discussion/meeting about
TCH. (from 2014 and 2015)

which meetings/dates gave her understanding some E&G meetings were used for TCH?

February 20, 2014 - Merck, president Hitt, provost attended; any memory of meeting?? Merck said
$10M unfunded ($5M academic affairs, $5M aux) S8M not addressed in that meeting. academic affairs
money was probably E&G funds. in this meeting cost is still for renovation. notes say Lynn Gonzalez and
Tracy Clark were looking at other sources. (by April of 2014 decision was made to build new building)

April 2014 - phone call with Chris Kinsley telling lee they’re on their own. didn’t discuss E&G here

8/13/14 - conversation with lee and Merck where Merck said $10M transferred and $8M would be FY
15.

1B asked about 4/3/2014 BOT FFC meeting. lee said she and lee presented option sheets. option sheets
didn’t discuss funds used to pay for each option. she remembers 2014 committee meeting where they
approved $26M in construction, doesn’t recall if it was this one. she doesn’t recall discussion though on
4/14 meeting about source.

IB asked about 5/22/2014 full BOT meeting. Lee does not recall if she attended that meeting. lee said at
this point plan was build new building and then renovate old.
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JB showed her doc? probably April or May 2014 minutes or materials? lee does not recall terminology of
UCF non-recurring funds. Today does not know that she understands it today. if someone gives an
allotment, like PECO funds, non-recurring. PO&M is recurring. so if he says non-recurring then that
means he has a source. E&G funds at end of fiscal year carryforward but non-recurring. E&G is recurring
generally, but carryforward of E&G is non-recurring.

when board green lights funds, then lee’s office starts process and assigned project manager. lee thinks
it was Ron lupianez (no longer here), last PM was George hayner. other people heavily involved were bill
martin (director), ren daelo (assoc dir). she had no conversations with bill about source of TCH funding.

after ag meeting, lee heard from someone else TCH issue had come up (not from Merck). that’s when
she called Tracy and asked her how much was E&G and Tracy said all of it was E&G money.

lee thinks she learned about this August 3/4 2018. lee wasn’t in conversations about this before this. AG
office (Jeff brizendine) sent questions to lee’s office during audit. probably lashonda brown-neal, Gina
Seabrook, lee kernek. asked lee = needs to find emails. someone was directed to send questions to
someone else.

JB: despite questions and responses it wasn’t until after exit interview lee knew E&G funds should not
be used for construction.

first thing lee did when she heard about issue was call Tracy Clark. doesn’t recall anything else about
conversation other than that all TCH funds were E&G funds.

probably asked bill Merck about it to. doesn’t remember what he said, has to look at notes.

bill told lee he had spoken with new president and he was going to be allowed to retire. lee said | heard
you tell president you would take audit ding on this, it would be an audit comment and it would be fine.
on 9/27/14 Merck and lee where having one on one (not a review, just regular conversation) in bill’s
office, Tracy Clark entered and said audit concerned about $9.8M transfer for construction of TCH. bill
expects audit comment about funding “Merck to let president know about audit issue.”

she knows bill directed Tracy to pull these money.
Job’s impression that bill said enough to know that this w as a problem.
Lee: | didn’t ask and | should have

JB: did you have your own concerns about what funds were being used and whether it was appropriate
or not

Lee: ??did she respond to this??

generally put entire amount of construction project in account up front and then they spend from that.
reagents used to require all construction funds be in account before you start. normally with clients
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require all construction projects ahead of time because sometimes clients don’t pay. bill allowed himself
latitude with that. lee doesn’t know whether full about for TCH was transferred at the beginning.

3/3/15 - avp meeting bill used to have, talked about colbourn issue, “colbourn threats from faculty.”
generally “decisions will be made by president, provost, and CFO” so that there would be more people
involved in process. pay to play has been issue where they what them to allow contractors to give them
money for jobs. they have been adamant about that.

5/20/2015 - with Merck and Hitt and lee (in dr. hitt’s office), going over ROI docs and capital improve
plan to go to state. “not looking likely will get money from state for colbourn, may have to pull from
carryforward balances, may take audit ding, but can’t let it wait, but state after us on carry forward”. lee
understood carryforward balance to be E&G.

JB audit ding suggests it would be improper

Lee never asked about it and never questioned it but didn’t. didn’t really pay attention because not in
her line. lee is a rule follower, will always audit, Merck, GC, Kinsley. audit has said that vp/president can
make decision.

Julie: audit means not proper, no shades of proper
lee: thinks there are shades.

JB: if project has been approved, money already in account, why is bill in mid-15 talking about pulling
money from other places

Lee thinks bill didn’t ever tell the president. also project scope and costs kept going up.
Lee has heard Scott Cole say “we’ll just have to take that ding”

11/24/15 - “Merck added money for new programs”

Lee has some “thoughts notes” on this situation, what happened, culture type things.

Will share her notes because she wants to be heard. Because she has been told to be quiet. Piece of
correspondence that come out about how they are not supposed to talk. she believes people are lying:
dale Whittaker because he has told the world he only operated as provost and Merck did all the finances
so really don’t know this yet he created Tracy’s position as joint position. his resume says he was in
charge of all financial types of things.

what about dale’s statement he was not aware of E&G funds

lee thinks that’s not true and Tracy will have records of that. building program for TCH on page 26. dir of
env health and safety showed her. financial appendix that is not clear says funds are E&G. signed by
Merck, hit, Whittaker, lee, and others. signed when??
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also believes marchena is not telling the truth. said he was not aware. goes to bog should have asked
more questions and said staff told him they were using appropriate funds.

marchena has issues with lee.
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Interview with Chris Kinsley (10/2/2018, 10am-11:45 video conference)
Witness: Chris Kinsley
Date: 10/2/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Sakinah Jones, BCLP; Julie Leftheris, State
BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

BOG?

BOG is about 65 employees, he has been there since 06, BOG has been around since 03. structure has 3
units: chancellor (IG, Gen counsel, government relations, trustee management); Academic & student
affairs; Finance, facilities, budgeting, HR, institutional, research data, & IT (under CFO Tim Jones). Tim is
Vice Chancellor, Chris is assistant Vice Chancellor.

We will treat this as one of our interviews. Info we provide will be included in other information we are
gathering. Info may make its way into report we generate in process.

Chris is a CPA, been working for Florida for many years. He covers 2 broad areas. Has unit of 4
employees (5 including him). Encompasses state appropriations for capital projects and projects not
funded from state through debt mechanism like bonds or some type of other arrangement. He has other
responsibilities, but core of what his office does is facilities.

Walk through process of his interaction with schools, what they submit, etc....?

5 year capital improvement plan is statutory requirement for all education entities. 5 elements (1)
projects funded from PECO which is state university source for K-20 capital projects (2) capital
improvements trust fund also appropriated by state (3) non-state sources (4) debt mechanism (5) WHAT
IS ELEMENT 5?

PECO projects must have specific survey done to be approved for these funds. Survey is to determine
whether project is “needed.” Survey is formal mechanism where "need” for new facility is established.

New TCH was survey recommended. They followed survey requirements, all the way up to getting BOG’s
approval. But “normal” for survey approval to happen and project not to get money.
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University employees develop 5 year CIP plan which goes to BOT. Trustees have to approve university 5
year plan. Small subset of the 5 year plan goes to BOG. BOG does not get each university’s 5 year plan
unless BOG requests it. From subset list, BOG will adopt 3 year plan. BOG doesn’t see CIP until after it is
approved by the trustees. There are 2 areas where BOG provides input: (1) BOG facilitates educational
survey process through conversations with university about projects and (2) ???

Typical for a university’s highest ranked project to be highest ranked for 4-5 years in a row because can
take years for approved project to be fully funded by legislature. Funding is simply not there to get to all
the projects on a long CIP plan.

TCH had been on the CIP plan to use PECO funds. From his standpoint, TCH was an authorized project,
but UCF decided to use another source of funds for the project.

“The university may use the following und sources to construct facilities.” = find this statute he is
referring to. Section 2167

He would agree that law is murky, because it doesn’t say “though shalt not...” but clear because it says
clearly what can be used to fund construction.

The entire CIP plan is not presented to BOG. Handful of projects from each university’s CIP plan is
presented to BOG. BOG adopts budget request which is a funding request that goes to legislature.
Legislature decides what it wants to fund. Governor can approve or veto funding for each project.

Can be confusing because if request is for S50M, legislature may only fund $20M, then have to come
back next year and request more funding. Next year could get another $5M. BOG has to keep requesting
funding from legislature until fully funding. could get funding from other sources, scope project back to
fit within funding.

Facilities workshop is part of the process of the BOG deciding what will be included on budget request to
legislature. Workshops help in determining what priorities are for BOG. Helps sharpen university’s
project presentations since ultimately legislature is funding body. Universities can adjust their
presentation if BOG does not support project before it goes to legislature. Workshops provide
universities to use BOG as sounding board for projects.

Watch workshop from last year (UCF begins around 1 hour mark in part 2, lasts about 20 minutes).
Presented Building 1. Was asking for $50M building. State would put up half, school would put up other
half. scheduled to be done by December 2017. BOG said didn’t make sense because legislature would
not approve until. School said they would use the money to build building 2. Merck presented and
Whittaker was there. Maybe October 2, 2017. In part 2.
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TCH was never discussed as funding request by BOG. It was on CIP plan, but never made it to the short
list that was discussed at the workshop.

TIMING?

CIP Plans due August 1

Workshop happens typically late Sept/early Oct

BOG adopts legislative budget request Nov or Jan (depending on when session meets)

Session meets January/February or March/April (rotates, because meets early in an election early)

University president or trustee or leadership, your own government relations person is probably telling
you what’s happening.

CFO or provost or Chris will put out a high level “here is what the legislature just did”. This is usually an
informal email blast.

People in facilities management, planning directors, Chris also tries to email them with a more formal
announcement.

There is always somebody calling Chris’s office who doesn’t know what was funded.

DOE is statutorily charged with administration of all state funds. DOE has to post it for university to draw
against it. This typically happens in September. At this point university can actually pull down money.

What’s the BOB?

BOB is a university system document. Refers to back of the appropriations bill. Has 2 sections. *HE WILL
SEND US AN EXAMPLE.* 1 section (no relevance to this investigation) Most projects that use debt are
automatically approved by legislature. There are some odd ones that are not automatically approved
(grocery store, hospital, etc....). University must get specific funding from legislature to fund these with
debt. 2nd section: if university is building a building with non-state money, and wants to use state
money for operations, must get prior approval. legislature has not provided any money for plant
operations and maintenance for 4 years. No PECO projects are supposed to go on that list. BOB list
ought to be for only non-state-appropriated projects that university will request future operations
funding for.

*%*|S THIS WHAT CLARK AND TANT WERE TRYING TO SAY THEY PUT TCH ON THIS???***
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In 2015, UCF did ask for TCH approval on BOB. Legislature authorized it on BOB. 99% of time legislature
will approve BOB requests because it’s not

If university says “everybody knew we were building this building” that’s correct. No secret that this
building was being built. If UCF has used eligible funds source, would have added to projects that were
completed for 2018 and requested operations funding for it.

The only reason to have it on the list is because you’re paying for a building with non-state funds.

Schools do get confused. They are just trying to be cautious. This BOB section 2 requirement has been
on the books for decades. He’s not really sure what it signifies. BOB list is sort of a “wish list” schools will
submit things with the hope that maybe a donor will come through. The university doesn’t have to get
BOB approval to build a building from non-state funds. the BOB just makes it eligible to use future state
funds to operate the building.

CIP plan identifies how school will pay for project, how they hope to pay for it.

BOG can request specifically for projects to be funded from PECO or CITF. For others, BOG does not tell
legislature how they have to fund a project, and legislature can decide how they want to fund requests.

JOB Summary: TCH was listed for many years on CIP, it was never on BOG's short list, was never
included in funding request by BOG to state. It was listed on BOB request for future operations funding.

Chris: JOB got it right.

E&G Funds?

That’s really someone else’s area. Chris has no responsibilities for operational aspects of BOG, but sits
between those who handle it so knows a good bit about them.

BOG regulation on E&G spending is very broad.
Speak to Dale and Tim about this.

BOG deals with this in limited detail. Mostly in broad categories.

Who did Chris interact with at UCF?

Bill Merck, Lee Kernek, Gina Seabrook = these are the ones he would have talked to specific to TCH.
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Interacts with others on other things. For example, Chris talks to Pittman all the time about bonds and
capital leases, but doesn’t recall every talking to Pittman about this project.

Large renovations are included on CIP. Chris remembers Colbourn on CIP as renovation but was low
down in priority. Talked with Lee a bit about it and he recalls she said they were trying to address it.
When they really looked at it, found out it was worse than expected. Chris said he would not
recommend state put money into it to renovate because cost was too high. This was about Feb 2015.

Months later, Chris had a conversation with Merck and Kernek and they said that they decided to build a
new building and not renovate Colbourn. Chris said put it on the PECO list. Merck said no, we’ll use our
own funding, but we’ll see if PECO funds come through. Chris said you can’t have it both ways, it’s either
a PECO request or it’s not. Chris was thinking they were referring to auxiliary funds or other sources like
food services, foundation funding. Chris didn’t think a whole lot about it after that. This would have
been around Sept 13.

They were no longer asking Chris for money. Merck has told Chris over and over again and he felt he had
no choice and he thought people were going to get hurt. Merck just felt like he was in the decision on
his own because he knew the state would never find any money for it.

Chris agrees with Merck’s conclusion that “something needed to be done.” The choice in some ways was
a good choice, but it broke the law. He feels like there is pressure on the school in this area. If there is a
bad building, schools should have some process to remedy the situation. There isn’t a statutory
mechanism to address this. There was a problem and he didn’t see a clear solution to the problem. He is
not condoning what Merck did but can see a little bit of what led him down the path.

REQUEST THE EDUCATIONAL PLANT SURVEY FOR UCF, COLBOURN HALL WOULD HAVE BEEN ON IT. =
CHRIS WILL SEND TO US.

Educational Plant survey is ultimately submitted to BOG. Although BOG has some involvement in helping
schools do an educational plant survey done for a building.

Everything requested from PECO should have had educational plant survey done. Three other sections
(capital improvements or CITF, bonds, other) don’t have a survey.

CIP category includes “other state sources”.

Schools will use that bucket for things that are not eligible for PECO.

Back to Conversations with UCF Staff?
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Doesn’t recall other conversations with them about where they ended up getting the money.

Chris feels like using E&G funds for facilities is an issue of an unauthorized transfer, not an issue of
facilities. It was not an authorized transfer.

If the legislature had funded the project from general revenue, ok. But UCF took that decision away
from the legislature and made the decision themselves.

Chris does not feel misled by UCF from facilities standpoint. He does feel representation that dollars
were needed for educational purposes was not proper because they used those funds to build a
building.
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Witness: Chris Kinsley
Date: 11/15/18

Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG. Robert Gallagher,
PWC attended by phone.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

CIPS (Reports Tab D3):

They get the CIPs electronically and in hard copy with a cover letter from the president with contact
information for Bill Merck for any questions. They also get CIP-2s which include more detailed
information. On the CIP, the category for “other state sources” are projects that the school expects to
not be funded by PECO or may not be eligible for PECO. For example, the BOG requires PECO projects to
be recommended by the survey. The section is really for informational purposes. The same is true for
“non-state sources.” The BOG wanted to get an idea of what may be coming through from other
sources. There are not really any strict rules on what should be included in “non-state sources.” The
BOB-1 and BOB-2 along with the CIP-3 and a series of documents are all submitted together. The CIP-1 is
no longer used. They review everything and then take it to the BOG who then reviews before being sent
to the legislature. The BOBs are not “whittled down” like the PECO list because no state money is being
requested and the project may not be completed. “We are asking for permission to ask for permission.”
Therefore, the BOBs are not scrutinized nearly as closely as the PECO list. In hindsight, it should have
raised a red flag to see TCH/CH listed on the BOB-2 with E&G as the fund source. And for PECO and CITF
projects, they do not belong on the BOB-2 because they go on the front. UCF does this the most, but
other schools seem to understand the instructions better. UCF’'s BOB-1s are longer then they need to
be. Mr. Kinsley’s office has explained to UCF on multiple occasions that the legislature has delegated
approval for many types of projects and those do not need to go on these forms. BOB-1 is asking or
permission to issue debt. BOB-2 is permission to ask for operating dollars. The amount listed on the
form is viewed as the upper limit for what the school has permission to ask for if the project is
completed. The GSF determines the amount of funding that can be requested when the project is
completed. PECO funds should not be requested for reimbursement of funds already incurred on a
project. PECO funds can be for reimbursement, but “those have been very exceptional and very
transparent.” Mr. Kinsley can only think of 1 project in the entire system where PECO funds have been
approved for reimbursement. However, there is not a clear bright line rule that the PECO list is only for
projects that have not been started. Mr. Kinsley recalls speaking to Mr. Merck about Interdisciplinary
Research and Incubator Facility because the project was almost completed when the requested PECO
funds on the 2018-19 CIP.

Mr. Kinsley does not see or approve the Capital Outlay Budget. He did not realize the schools were still
completed Capital Outlay Budgets.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (11/15/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Mr. Kinsley is aware of the building programs, like the TCH Building Program, however his office does
not receive or review those.

Ms. Mitchell’s Assumptions:

The $2M cap applies to new construction costs and renovations, but it is determined on a case by case
basis.

There is no cap for furniture, fixtures, and equipment, regardless of whether it is a new or existing
building.

In general, E&G should not be used for planning and design, but some levels of pre-pre-planning are
permissible.

Generally, there is a $2M cap for the use of E&G funds for repairs and renovations. However, you can
spend $3M on painting the entire campus, replacing carpet with E&G so there are exceptions.

There is a statutory procurement threshold of S2M.
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Witness: Chris Kinsley
Date: 11/16/18

Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG.

Mr. Kinsley “would think Lee knew that operating dollars, carryforward dollars could not be used to
construct a new facility.” If her perception was that operating or carryforward dollars could be used, he
guestions why it had not happened before. There was no specific discussion that “you cannot build a
building with carryforward.” However, there was a lot of discussion around how little money was
available for capital projects. Lee is not in finance or accounting, so Mr. Kinsley expects if someone like
Mr. Merck directed her to do it, she may not “argue with him, chapter and verse.”

Polytechnic got statutory permission to use carryforward for build out their campus. There has been
much discussion around the risk that the legislature may stop providing PECO if they are permitted to
“use carryforward for anything.”

The FSU Turnbull conference center was constructed with interest earnings from their E&G funds. There
was no statutory prohibition against carryforward, and the legislature did not choose to amend. The
BOG changed their regs to clarify E&G interest earnings may not be used for construction. This may have
been around 2007.

CAFA is the Council for Administration and Finance Administrators.
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Witness: Ronnie Korosec
Date: 12/13/18
Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP, by phone.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background

Ronnie has been at UCF for 18 years. She began as an assistant professor and has worked her way up
through various administrative roles. She joined the Provost’s office as a faculty fellow, was hires as
assistant vice provost, associate provost, most recently Associate Provost and Chief of Staff for
Academic Affairs. Dr. Whittaker moved her into the Associate Provost role as a result of his
reorganization shortly after he started as Provost. She became Chief of Staff in 2016.

Her responsibilities have morphed a lot over the years. She was responsible for collective bargaining.
Most recently she was functioning more as his chief of staff. Things like space planning, following up on
???, faculty resolutions, etc.

Tuesday Morning Meetings

Ronnie attended the budget chat meetings with Dr. Whittaker. 75% of the time these were in Dale’s
office, occasionally they were in the fish bowl, a conference room in Bill’s office.

She does not recall when she started to attend them, but she certainly participated as chief of staff. She
may have been attending as early as 2015 though.

Lisa Jones, Associate Provost for Strategic Planning, also attends these meetings. Lynn sat in those
occasionally, but towards the end it was more Christy Tant instead of Lynn Gonzalez. When Dale reorged
and brought Ronnie in, he shifted Lynn out, split Lynn’s role and gave the budget role to Tracy Clark.

The core members were almost Tracy, Bill, Dale along with support staff. Other members varied based
on the topic of the meeting.

Tracy as the one who organized the, and she called them BOG Jr. meetings. Ronnie called them budget
meetings.

E&G Funds

Ronnie was not familiar with E&G funds because budget was not really her forte. She would usually
defer to Bill and Tracy and they would have to frequently define what they were talking about. Dale
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relied on smart people to let him know what he needs to know in a meeting. Tracy and Bill were
definitely the experts on that. She would not even think to question it because Tracy and Bill spoke with
such authority.

Colbourn Hall

She remembers discussions of Colbourn Hall during the budget chat meetings. There were a lot of
complaints about CH over the years. She remembers the union representing the faculty was complaining
about the quality of the building. They initially determined there was nothing wrong with the building,
but they determined over time it was going to be cost prohibitive to renovate, and so it was better to
have a new building.

Bill and Tracy tried to come up with a plan. Original plan was to build another building that would share
some systems with the original. Then eventually they decided to build a new building to take the place
of the old building.

She remembers the frustration of the people at the table around not having money. She recalls a
meeting where Bill and Tracy found an alternate way to build the building. Dale was very excited
because there was so much frustration before. She does not recall Bill saying “we are going to use this
type of funding”. She recalls a “cobbled together” approach. She thinks they freed up resources from an
area that they were holding for something else and they decided to use it for this. She does not
remember where they said it came from. They were excited and happy about it. They were “very
comfortable with this way of funding” the project. This meeting was in Bill’s office.

She does not recall the term E&G. Even if the term E&G came up, she would not have raised her had to
say “you can’t do that.” She compared it to Scott Cole’s legal expertise, that she would not correct or
question him on a legal issue. The same applied to Bill and Tracy, she would not question them on
budget questions.

She thinks the frustration was due to lack of PECO funds. But there was also frustration because they
wanted to do so many things and had to choose what not to do in order to take on certain projects.

The first time that she heard there was a problem was when the announcement came out that they had
done something wrong. She was surprised because of Bill and Tracy’s comfort with it.

Trevor Colbourn Hall

Her involvement was very limited with TCH. She wrote emails on behalf of Dale. The programming for
TCH was done by Lee Kernek and Joel Hartman. She attended a meeting with the College of Arts and
Humanities early on regarding space planning in the building.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (12/13/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

2015-01-13 FW New Trevor Colbourn Hall

She recalls attending these meetings. Lee Kernek did not attend those meetings typically. She may have
sat in them from time to time at Bill’s request. Lee was not a standing member.

2015-01-21 07-22AM FW Colbourn Hall

Dale copied Ronnie for tracking, Lynn because she still covered budgeting, Diane because she was senior
executive vice provost. At the time, CH was not that big a deal. Dale met with the president frequently.
She remembers Dale telling him that he did not ever want the president to be surprised by anything.

This email did not necessarily coincide with the news that Bill and Tracy had a way to build the building.
Ronnie thinks she remembers Bill and Tracy’s excitement about figuring out a way to pay for it
happened before the meeting referenced in this email because they would not have approached Dr. Hitt
without a way to pay for the building.

2015-01-21 07-35AM RE Colbourn Hall

It is typical for Dale to designate Ronnie as the point of contact so that she would have been kept up to
date on what was going on so she could track it.

At that time, Ronnie believes Diane Chase had ownership over space and when she left, space rolled up
under Joel Hartman.

2015-12-14 FW T Colbourn Hall

At the time of reading the email originally, Ronnie does not recall it raising any red flags or ringing any
bells. She recalls having offices of over 100 square feet was good for the union.

2016-05-23 RE Trevor Colbourn-Colbourn Hall Meeting Results Summary

She did ont attached this meeting, because she is copied just for tracking purposes. Lee Kernek, Bill
Merck, Joel Hartman, Christy Collier, Dan Tarcynski would have attended this meeting.

Jeff Moore is the Dean of the College of Arts and Humanities.

UFF is the United Faculty of Florida, the union that Ronnie references earlier.
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Ronnie participated in the FBC as staff, she is not a voting member. She believes TCH was listed on one
of the spreadsheets at the FBC as a project that was funded.

Even if they were told they were using E&G money, Tracy spoke with such authority, she is not sure that
anyone would have questioned what she was saying. Tracy was the firm voice in the room. Even though
Dale and Bill were running the FBC meetings, they constantly deferred to Tracy. Tracy definitely ran the

BOG Jr. meetings.

AG Audit

Ronnie had no involvement in the audit. She first heard there was an issue when it hit the newspaper.
She thinks there was a crisis meeting in the president’s office where it may have been discussed but she
was not involved in these meetings.

She got an email that Bill was retiring at the end of the year, sent him a note of congratulations. A few
days later, she got an email that his departure was effective immediately.

Tracy Clark

Ronnie has been in contact with Tracy by text telling her that she is concerned about her and asked her
if she was concerned. Initially she said she was not but Ronnie thinks she is concerned now.

Lee Kernek

No substantive discussions about what happened.

Dr. Whittaker

No substantive discussions about what happened.

It would be impossible for Bill to do this on his own. He doesn’t have access to the system.

Tracy is a strong person, she is not afraid to stand up to her. Even though Bill and Dale were running the
meetings, Tracy was the go-to person.



PRIVILEGED - ATTORNEY WORK PRODUCT DRAFT (12/5/2018) FOR INTERNAL USE ONLY
- Not a communication, perpetuation, or formulization of knowledge

Witness: John Lord
Date: Wednesday, December 5, 2018 (1 pm - 1:45 pm)
Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP; Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

BOT Background

Trustee Lord was appointed by the BOG in June of 2017 and his term runs through Jan 2, 2020. He is
completing the term of another trustee who relocated to Atlanta. Trustee Lord does not chair any
committees; however he serves on several committees, including the Finance & Facilities Committee. He
also serves on CFCFO (involved with medical school) which is not a committee of the BOT. Trustee

Lord met with Bill Merck on September 11, 2018 related to the CFCFO on matters unrelated to the BOT.
The meeting ran from 1:05 pm to 2:12 pm. Lord had decided to be cordial with Merck, but did not
intend to engage in conversation with him. Merck approached Lord and asked to speak with him. Lord
agreed.

Merck said “I’'m sure you’re aware of this funding thing with the building.”
Lord: “I know what I've heard”

Merck then went on to tell him about the “horrific condition of the building” and that Merck and
professionals had a view that the building was unsafe. Lord was not asking questions. He was just
listening. Merck referred to various issues like concrete blocks missing from rafters. It was a “sick
building” that had been poorly constructed. Merck said that he had made the decision to use this
funding challenge from varying pots (Lord’s words, not Merck’s) and that it was the right decision.
Merck had no remorse and he was certain he had done the right thing. Lord does not recall asking any
questions, he just listened.

Lord believes Merck worked at another university prior to coming to UCF. Merck mentioned having
conversations with Tallahassee regarding the funding of a building and that someone said to Merck that
UCF was not supposed to be large but was supposed to be small (around 10,000 students). Lord believes
Merck shared that with him to suggest that historically there had been an adverse relationship (between
UCF and Tallahassee). Lord viewed the conversation as Merck being anxious and upset about what was
occurring and Lord “was an ear.” Lord sat and absorbed what he said, it was not about Q&A at all. The
conversation may have been 10 minutes, or not even that long. Lorded viewed it as a “justification from
one guy to another.” The conversation was at the UCF Medical Building on University Blvd and
Quadrangle in the board room of a physician practice at the medical school.
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Reaction to 11/17/2018 Merck Letter

Lord has “no clue” what Merck said to the board because he was on there. He has no recollection of
being made aware that improper funds were being used. In years past, Lord was trustee and chairman
of a Valencia Community College. From that experience, he is aware of funding buckets, however “for a
non-professional it is tough to keep up with that stuff.”

Understanding of E&G funds prior to discovery of misuse of funds

Lord had “no understanding” of it. He was not made aware of it at the orientation meeting the BOG
provides for new trustees. Even if Merck said they were using E&G funds, Lord would not understand
what that meant. However, he would have certainly addressed the issue if Merck said anything about an
audit comment or that the use of funds violated state statute or regulations.

Lord had no knowledge or awareness of the TCH building project at all.

TCH Building Program

Lord had not seen the TCH building program before. He reiterated he had no knowledge that the project
was even happening.

Capital Outlay Budgets

He was unable to open these documents.

Lord has served on a lot of boards and there is trust between the executives and the board members.

He did not know Merck prior to joining the board. He “did not have a bad relationship with Bill.” He “had
no relationship, really...” When Lord joined the board of the practice corporation mentioned above, he
reviewed some financial information that he just didn’t understand. When he “threw out some
questions,” he got a “less than satisfactory response” to his questions. It was along the lines of “you new
guys come in here, but we have got this under control” (not the exact words of the conversation, just
Lord’s description). Lord and Merck were friendly but Merck irritated him. Lord thinks that he was just
there at the moment when Merck was looking for someone to say “hey I’'m not a bad guy.” Merck did
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not say that others above him had approved it, instead he said “I made the decision.” None of what was
in his letter was said to Lord.
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Witness: Tina Maier
Date: 1/3/19
Interviewers: Joey Burby, BCLP; Sakinah Jones, BCLP. Via phone.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Do you remember the email?

No. She checked their database where they log their contacts when people come to them. She does not
remember the context of why she came

They get a lot of questions, keep records of them in their MAS. Ronnie stopped by and asked if it was
appropriate to transfer E&G funds to C&G account.

C&G is Contract & Grant. Researchers send requests to agencies asking for research funding. Any
funding they get would be held in C&G account. Grant terms determine how money will be spent.

Why would E&G be transferred to C&G?

It should never happen. There are grants that require matching, but they have matching accounts for
that. We can “claim certain E&G funds as matching.”

Did Ronnie or Tracy respond to this email?
She can only search back through 2017. Will search archives after the call.
Audit finding?

Her office would make the audit finding. Their recommendation most likely would be to repay that
money.
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Witness: Marcos Marchena
Date: 11/14/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Sakinah Jones, BCLP; Julie Leftheris, State
BOG IG.

Background?

Mr. Marchena joined the Board in 2011. Served on Finance and one or two other committees, but he
only chaired Finance. He was asked to Chair Finance in 2014 and served in that capacity until July of
2015 when he became Chairman of the Board.

There is an orientation when you become a board member. The staff conducts the orientation, which
covers various topics including the essential facts of UCF, Board makeup, responsibilities, annual budget
information. In 2016 or 2017, he did a Board retreat at Fairwinds because he could tell how little the
Board members understood about the budget and the budgeting process. A few members asked for
more details and Mr. Marchena hosted another retreat where they went into more detail. Mr. Merck,
Clark, Kernek, and perhaps others participated in the retreat. Marchena believes there are written
materials although it was likely “fairly skinny.” He does not believe the orientation covered types of
funds.

As FFC Chair

When he became chairman of FFC, he sensed the staff was accustomed to creating the agenda and
presenting the items at the meeting. Mr. Marchena serves as outside counsel to a government
institution and was familiar with the concept of a board chair being briefed in advance of the meeting.
Mr. Marchena began asking enough questions during the committee meetings such that Mr. Merck
began to brief Mr. Marchena in advance of the committee meetings. Occasionally Tracy Clark, John
Pittman, Lee Kernek or another staff person from Mr. Merck’s office joined the briefing call. It was
customary for the committee to meet once in between board meetings and the morning of the board
meetings.

Mr. Marchena agrees Mr. Merck emails “very little.” Mostly “it was telephone calls.”
As BOT Chair

BOTs came into existence after a period of time where university presidents interacted directly with
BOG. One of Mr. Marchena’s early goals as BOT chair, was to clarify the delegation of authority to the
president. Mr. Marchena met regularly with Dr. Hitt, interacted frequently with Mr. Schell. Mr.
Marchena continued to interact with Mr. Merck because it was clear Dr. Hitt had a great deal of
confidence in Mr. Merck and that he had the “run of the house” on the finance side. These interactions
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with Mr. Merck were ad hoc, once-in-a-while meetings. Mr. Marchena had very little interaction with
the provost.

Mr. Marchena shared a story about a request that came to him for air-conditioning a practice facility for
$7-8M. When Mr. Marchena said no, Mr. Merck (?) appeared to suggest that the staff could move
forward with just the president’s approval. When Mr. Marchena asked if Dr. Hitt believed he could move
forward with such a project without Board approval, Mr. Hitt shrugged his shoulders and said “they tell
me what | can do” (?).In January of 2017, there was a thorough revision to the delegation of authority to
the president. Prior to clarifying the delegation of authority, Mr. Marchena was told that the president
had the authority to approve any project related to the “reputation” (?) of the university.

Mr. Marchena remembers discussion when the staff was presenting the CIP that this was a list of “all the
possible projects” they could do, not necessarily all the projects they would do and that if you didn’t
have a project on the list there was no way it could be done even if it was approved. The projects higher
up in the list they would discuss in detail, but projects further down in the list were not discussed
thoroughly. If a project required any kinds of debt, it was always brought for approval.

Marchena’s understanding of E&G funds and restrictions

Mr. Marchena had no really understanding of E&G funds and restrictions although he had knowledge of
colors of money in other contexts. The staff are “so meticulous” about not using a “red dollar in a green
bucket” that Mr. Marchena never thought they would misuse funds. He had no understanding of
carryforward and the concept was not covered during either of the retreats he hosted as BOT Chair.

Mr. Marchena has now become very knowledgeable about colors of money but a “normal board
member should not have to” put that amount of time into it. He believes the board should be able to
trust the staff.

Mr. Marchena’s understanding was they were using “throw-off from auxiliary services” to fund this
project.

Reports:

Mr. Marchena is familiar with the CIPs, and he is sure he has seen the BOBs before, but does not
remember having much discussion about any of these. He is not familiar with the purpose and
explanation of the BOB-2 as a list of projects the university is asking for funding to operate that have
been built with non-state funding.

Regarding the capital outlay budget, when he started he felt projects could be approved by the BOT on
the capital outlay budget, but the president could make changes in whatever way he wished. When they
approved the capital outlay budgets, they were approving a list that was required to be sent to the BOG
under a statute or regulation and that if they did not include a project on that list, they would not be
able to move forward with those projects during the year. TCH and CH would both appear on the capital
outlay budget during the time when they planned to construct TCH, move CH occupants into TCH, and
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renovate/rehab CH. On the Capital Outlay Budget FY 2018-19, TCH and CH Demolition is listed under
PO&M. PO&M is not capital maintenance.

CIPs, BOB-2s: CIP 2015-16 to 2019-20 reflects TCH with funding source as E&G. Mr. Marchena does not
recall seeing this previously.

BOT Meetings:

Mr. Marchena does not have independent recollection of conversation about this particular project’s
funding. But he can say that every time a project came up where we were not going to receive state
funding, he would ask Mr. Merck, and many times President Hitt, “are you guys confident you have the
right funding for this.” Early on before he understood the differences between the funding sources, he
would ask “where is this money coming from?” Mr. Merck’s explanation would say, “the university
charges a fee on all of the ancillary accounts, there was interest from those accounts....” Mr. Marchena
would ask “those accounts throw off that much money?” Each time the answer was yes.

D. Hitt had a “great deal of trust in Bill’s ability to bring the right funding forward” for a project

Tab 1: 4/3/14 FFC Meeting

Mr. Marchena does not recall the specific conversation but believes “they would have brought a $20M
project to us.

Tab 2: 5/22/14 BOT Meeting

“Non-recurring funds”: Mr. Marchena would have interpreted this as throw-off from auxiliaries (interest
earnings and the overhead charge).

“Out of our hide”: Mr. Marchena thinks Mr. Merck “was obviously being very crafty with this language
noting that Mr. Merck was quiet after Mr. Marchena said they have the funding to do this. He thinks he
was assured then they had the right (appropriate) funding for the project.

Tab 5:4/22/2015 FFC Meeting

Regarding the dialogue at the bottom of page 3, Mr. Marchena remembered that he and Lee Kernek did
not often agree on construction delivery methods and maximizing efficiencies. Eventually this led to Mr.
Marchena requesting an operational audit of the facilities department which ultimately led to some
changes within the department.

Because Mr. Marchena did not understand the specific restriction on E&G, to him, the term
“carryforward” would have been those auxiliary funds. Mr. Marchena does not believe a single board
member would say they believed the staff was telling the board they were going to use inappropriate
funds and that the board would say ok.

Audit Comment?
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Mr. Marchena stated that it would “absolutely not” have been ok if Mr. Merck said anything about an
audit comment or audit hit. Nobody on the committee would have gone along with that.

Mr. Marchena has no recollection of Mr. Merck or anyone saying they were going to use E&G funds or
that they were going to use restricted, unallowable funds. Mr. Marchena built his career on his
reputation. Doing something like this is not something that is “even in the realm of possibility” for Mr.
Marchena because of how seriously he takes his reputation.

Mr. Marchena is not familiar with the TCH Building Hall Program. Regarding “University Funds” on page
57 of the TCH Building Program, Mr. Marchena believes someone was being intentionally vague here.

Mr. Marchena missed the auditor general exit interview. This was the first exit interview he missed since
being chairman. Mr. Marchena learned of the issue through an email from Robert Taft. Mr. Marchena
called Scott Cole regarding another issue from the audit report. Mr. Marchena’s initial reaction about
the TCH news in the audit was that someone had made a mistake and it would be cleared up. Soon after
he called Grant Heston, Mr. Whittaker eventually called Mr. Marchena. Shortly after Mr. Whittaker took
some time to look into the issue , Mr. Whittaker called Mr. Marchena and expressed that there was a
serious issue. He got another call from Mr. Whittaker saying that the BOG was very concerned and that
he was trying to figure out what happened. Mr. Whittaker clearly did not know that E&G funds had
been used, and if he did know then he did not understand what that meant or the significance of the
issue. Mr. Whittaker ultimately said he had talked to Mr. Merck and that Mr. Merck knew what he was
doing, that he was frustrated, and he was concerned about the people in the old building. Mr.Marchena
directed Mr. Whittaker to determine if there were appropriate funds to replenish the funds that were
inappropriately used. The following week, Mr. Whittaker informed Mr. Marchena that they had funds to
replenish. Mr. Marchena called an emergency BOT meeting and they “took action to replenish those
funds.”

Mr. Marchena ran into Mr. Merck at a political fundraiser early in the process before Mr. Merck took the
position that he know what he was doing and that he knew it was wrong. Mr. Marchena asked Mr.
Whittaker “point blank” what he knew. Mr. Whittaker was focused on how the facility would be utilized.
The funding was left to Mr. Merck’s team and Dr. Hitt. No substantive discussions with Dr. Hitt, Lee
Kernek, or Tracy Clark regarding this, although he has seen Hitt and Kernek since the news broke.

Final Thoughts:

The BOG has directed all schools to certify projects have been appropriately funded. Another school
used $6M? $8M inappropriately for a project.
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Witness: Marcos Marchena
Date: 12/6/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Sakinah Jones, BCLP; Julie Leftheris, State
BOG IG. Michelle Davis, PWC joined by phone.

Board Budget Retreat

Marcos recalls they spent a lot of time on the first half of the agenda because the board was trying to
understand the process of the budgeting. Lee’s section at the end may have been rushed.

Slide 6:

He does not recall any specific discussion around “restricted for construction.”
Slide 9:

Marcos does not recall any discussion around using E&G funds for TCH.

Slide 47:

Marcos understood “university funds” to be from auxiliary revenues, funds that they had discretion to
spend.

Slide 56:

Robert Taft - Email

Marcos did not ask Grant about TCH because he did not fully understand the significance of the issue at
that time. About a week later, Whittaker notified Marcos that Merck made the decision intentionally.

Whittaker made the decision to allow Merck to retire effective at the end of the year. This was
Whittaker’s first “crisis” and he wanted to see how Whittaker was going to handle this. Marcos had a
call with the chancellor and explained to him that he was trying to give Whittaker time to make a
decision. Prior to the emergency meeting, Whitaker told Marchena he would accept Merck’s retirement
effective at the end of the year out of respect for his 20-something years of service. Whittaker
subsequently changed that decision driven by the reaction from the BOG.
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Merck Letter:

Marchena is prepared to sign an affidavit or go under oath and attest to the fact the Bill never disclosed
that he was going to use inappropriate funds for TCH.

“UCF non-recurring funds” - this was not a term any of the trustees would have understood to mean
anything from an inappropriate source.

Final Thoughts

Marchena described the Nursing building, that the staff did not have the money for the building.
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Witness: Bill Martin
Date: 10/3/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Michelle Davis, PWC; Sakinah Jones, BCLP;
Julie Leftheris, State BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background?

Architect by training, graduated UF in architecture, practiced architecture in Atlanta. Moved back to
Orlando in 08 was still doing architecture. Wanted to do higher ed arch work, found one in Orlando.
Began working on UCF projects with that firm. In 2014, started at UCF associate director of design in
facilities planning reporting to Bob Mason, Bob announced his retirement of April 2015 and Martin
became interim Director.

Martin’s team facilitates and manages all design, planning, and construction on campus. From small
projects to large. His group is not over operations. Renovations can fall under Martin, but there is a gray
area in renovations where some may fall under operations. Typically large renovations fall under Martin,
but really depends on the specifics of project. Operations focuses more on maintenance.

Martin has two direct reports, associate director of design (Renwick Daelo) and assistant director of
planning (Suzie Hudson). Also has a support person, Cheryl Colvin, who reports to him.

Capital Projects?

Kernek is really heavily involved in capital projects. She work with Merck and Hitt prior to establishment
of Facilities Budget Committee (FBC). FBC was created by Whittaker when he was Provost. Martin thinks
FBC improves the process because it gets more people involved.

Planning side of facilities planning and construction has been very nebulous until they hired Suzie. Prior
to that there was not a dedicated person to look at planning.

Martin has not really been involved in process of approvals with BOG. That has really been Kernek and
Seabrook. He has helped write narratives explaining need for projects, but not involved in ranking of
projects or determining what needs UCF has.

Types of funds?
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He is aware of PECO funds and CITF (capital improvement trust funds). PECO funds are funds they
request for new projects every year.

His department follows what projects get submitted. CIP list has everything but specifics projects they
submit to BOG is for PECO funding or CIT funding. Other self-funded project like Research 1, TCH, his
team is never asked to verify source of funds. His role is to execute project.

E&G Funds?

Before the news broke, Martin was aware of funds called E&G funds, but was not aware of what they
could be used for. E&G funds were not discussed in his department as an available funding source for
use for his projects. When his group is told that the fund source is university funds, his group does not
discuss the source.

Martin is not a member of FBC but plays a support role. Attends some meetings, has helped prepare
materials in support of it. He does not recall specific discussions of funding sources for projects in FBC
meetings.

Martin’s personal involvement in capital projects from beginning to end?

For something like Research Il: currently has cost estimate and statement of what they want the project
to be. Research | was in progress, as part of collective strategic impact plan, UCF prioritized another
research building. Martin was asked to put together options for what that building could be. He put
together cost estimates with varying size, resources, and alternate location options. Presented this
information to the FBC. At presentation meetings to FBC, he thinks there was an assumption that they
were going to request PECO, but doesn’t recall talking about alternative projects. FBC does discuss
projects that will be funded by sources other than PECO.

FBC meetings produces a document = Martin will provide us with the most recent one.

There was a 2-day retreat recently where there was a “wish list” form for UCF deans—> this meeting
produced 2 main priorities which were Research Il and another one.

Martin has attended working meetings with BOG staff (Kinsley and Bradley). Doesn’t believe he has
attended any of the BOG workshops.

Capital Outlay Budget?

Martin is not readily familiar with the capital outlay budget. Thinks Kernek would be involved with it.
She works with their facilities and safety business office (Lashonda Brown, etc.). Martin’s office works
with the business office daily. His office puts together scopes of work and minor project proposals.
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Business office transfers funds from campus groups to construction accounts, they process requisitions
that got to university purchasing/procurement who issues purchase orders which go to contractors.
Contractor does the work and then invoices Martin’s team. Martin’s team approves the invoices and
passes them on to business office for payment.

Martin has no involvement in approving transfer of funds. Doesn’t think anyone in his department signs
off on transfer of funds. Transfers would happen in Lashonda’s department who may work closely with
finance and accounting.

Martin’s interaction with Clark’s team includes interactions related to FBC. No interaction outside of this
committee.

Martin had limited interaction with Merck on the FBC. Mostly his interaction with him went through
Kernek. Has been in meetings with Merck, Kernek was almost always at the meetings. Not recurring
meetings, but there have been a number of them.

TCH Specifically?

Martin worked for architecture of record (SchenkelShultz) for TCH prior to UCF. Worked on evaluation of
Colbourn hall, referenced a “Rad Tanis” report. Two reports: SchenkelSchultz report and Rad Tanis
report. Shortly after finishing this report, he joined UCF.

He thought TCH was going to be paid for with “university funds” along with several other projects.
Doesn’t recall discussion of what type of university funds it would be. Martin distinguishes university
funds from PECO funds. PECO funds are clear, CITF funds are clear. Both are on a list and go through
specific approvals. University funds were “more nebulous.”

At some point decision was made to renovate Colbourn and add square footage. He and Kernek were
most involved in process of developing options and compiling details for options for old Colbourn.
Martin thinks this was after the April 2014 FFC meeting. Maybe the April meeting presented the option
of moving the occupants of old Colbourn to the originally planned “addition” then renovate the old
space. Most of the BOT meetings Martin attended were focused on their Hill Report (assessment of UCF
facilities & planning department).

He knew TCH wasn’t going to be funded by PECO or CITF. First learned it was going to be E&G funds
when Merck called him, Carloss was on the phone, about 2 months ago, maybe August. He asked for
breakdown of spending on TCH. He mentioned there was some concern over sources of funding. Martin
quickly worked on simplifying a detailed spreadsheet, summarized categories of spending for TCH
(construction, furniture, design, preconstruction, etc.). Copied Kernek on the email. Doesn’t recall if
Merck mentioned E&G on that call. Thinks he learned about it when everyone else did? There was
discussion that something was wrong. At some point Kernek told Martin that there was a problem, that
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Merck was being investigated. Bidding process documents (for TCH and other buildings) were turned
over to state AG audit folks. This was before conversation with Merck, Kernek. Audit did not concern
him because his team has been scrutinized quite a bit over the years. He thought focus was how they
were choosing their contractors, bidding process. Did not think the focus was source of funds.

Kernek was ultimately the person who told Martin E&G funds were used and should not have been
used. He looked up BOG regulation (9.007) to see what the big deal was.

Martin’s impression was that Kernek did know use of E&G funds was not allowed/appropriate. Not sure
if she knew that was the source of the funds to construct TCH. She seemed surprise to learn that was
the source. He remembers looking back at the “Status of projects presentations” and believes university
funds were listed each time.

A few weeks ago Martin and Kernek they worked on pulling a list of projects which they sent to
Lashonda’s team to determine source of funding. Sent that over to Clark and Tant. Martin mentioned
BOB document with E&G related to TCH. These would have been attached to BOT meeting minutes.

Kernek is very loyal to Merck. Martin thinks she was looking for documents that would help defend him
from accusations. But he doesn’t think that we found that. Kept coming back to “university funds.”

Martin expressed concern over investigation not only focusing on the what, but also the why.
Acknowledged that Merck was wrong, but emphasized Merck was a “good guy” and his reasons were
important.

Other options looked at other that?

Looked at temporary space (trailers), which was quite expensive. Space on campus is at a premium.
They have 8 million sq ft, 67000. Perdue has 19 million, Michigan has more, etc....other schools.

Culture at UCF is growth, growth, growth. Thinks that is at odds with BOG and legislature because they
have not been approving new buildings.

Colbourn is not imminently unsafe, not going to fall down, not a structural issue. But had problems with
brick popping of the building which could because a serious issue, potentially risk of fatality if it hits
someone walking by. Water intrusion issues, lots of other issues. Operations side was just having a hard
time keeping up with needs.

Martin thinks Kernek has very strong opinions. Kernek told Martin that she though more people than
Merck knew about this. Thinks she thought Hitt knew about it.
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Regarding other projects on Kathy’s table, Martin learned through this process that E&G funding was
used for those.

Band building?

Thinks Kernek was asked to pay for a portion of Band building. Kernek gets her own budget for her
projects. Perhaps the department (arts & humanities) was funding some. Department was having
accreditation issues when this project came up. Accreditation reports were critical because of their
facilities issues. There were some safety concerns from their accreditation board. Martin does not know
the other sources.

Martin’s understanding of definitions?

Minor projects: $2M construction cost or less

Capital projects: $2M construction cost or more

END:
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Witness: Alex Martins
Date: 11/14/18

Interviewers: Joey Burby, BCLP; Robert Gallagher, PWC; Sakinah Jones, BCLP; Julie Leftheris, State
BOG IG.

Joey introduced everyone in the room and provided the witness with the Upjohn warning.

Background:

Mr. Martins joined the BOT in November 2013. Chairs FFC since 2016. Serves on Advancement and
Nominating Committees. The BOT Chairperson decides committee assignments.

Mr. Martins Understanding of E&G, Carryforward Funds prior to issue:

Mr. Martins has allways understood E&G funds were not allowed to be used for capital projects
(construction, financing of new buildings). He did not have an understanding previously of any
thresholds that permitted use of E&G for some capital projects. He was aware of the concept of
carryforward funds. He understood that carryforward E&G was still E&G and retained the same
restrictions. When he first joined the board, he had an orientation. He had a meeting with Mr. Merck
and his staff to “bring him up to speed” on all the funds and allowable uses of each. Because Mr.
Martins’ primary committee assignment was FFC, the majority of his orientation focused on financing.
He recalls Tracy Clark and John Pittman likely participated in that orientation. Mr. Martins understood
specific funds appropriated by state could be used for capital projects, funds provided by donors,
auxiliary funds (parking, etc.).

FFC:

As Chair of FFC, Mr. Martins met with Mr. Merck on a monthly basis to go over items that were coming
before committee and to get general updates on items that may come before the committee in the
future. Members of his staff may have participated in those meetings. Mr. Merck was more of a “face-
to-face” communicator. The only emails Mr. Martins recalls getting from Mr. Merck were reports. He
does not recall other emails from Bill. FFC meets more than any other committee of the board. The
meet probably eight times a year, before each BOT meeting as well as other ad hoc meetings. The
committee’s calendar is largely set for the year, but can also have emergency meetings as needed.

Understanding of Process of Capital Projects coming before the board:
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Recommendations come from staff to committee first and then to the full Board. All capital projects,
regardless of funding source, go