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REPORT OF INVESTIGATION
COMPLAINT NO. 21-236

(D) Mr. Hunter S. Conrad, who serves as the St. Johns County Administrator, alleges Mr.
Richard Nelson, the former Supervisory Control and Data Acquisition (SCADA) Utilities
Department Manager within the St. Johns County Utilities Department, violated the Code of
Ethics for Public Officers and Employees.

(2) The complaint alleges the Respondent, acting in his public capacity, used his authority
to ensure the County would make purchases from a corporation for which he (Respondent)
served as an officer and partial owner. In particular, the complaint alleges that "multiple
employees" made the purchases from the company under the Respondent's direction. The
complaint claims these purchases were in violation of County purchasing policies. The
complaint also alleges the Respondent ensured the County would afford his private business
"preferential treatment during the bidding and awarding process," and/or engaged in bid
tampering during the competitive quotation process. The complaint claims these actions also
were in violation of the County's purchasing policies. Finally, the complaint alleges the
Respondent ordered subordinates to falsify County invoices by concealing information on the
invoices related to his private business. The complaint claims these actions also were in
violation of the County's purchasing policies.

3) The Executive Director of the Commission on Ethics noted that, based upon the
information provided in the complaint, the above-referenced allegations were sufficient to
warrant a preliminary investigation to determine whether the Respondent's actions violated
Article II, Section 8(g)(2), Florida Constitution (Disproportionate Benefit), and Sections
112.313(3), Florida Statutes (Doing Business with One's Agency), 112.313(6), Florida
Statutes (Misuse of Public Position), and 112.313(7)(a), Florida Statutes (Conflicting
Employment or Contractual Relationship).

4) The Complainant provided, as pages 2 through 6 of his complaint, Report No. 2021I-
02 prepared by the St. Johns County Office of the Inspector General (OIG). The allegations
contained in the instant complaint allegedly occurred from 2016 to July 2021. Records
provided by St. Johns County indicate a complaint was made against the Respondent on the
County's OIG Hotline on April 22, 2021. Thereafter, in May 2021, St. Johns County
Inspector General Nilsa Arissa met with staff of the St. Johns County Sheriff's Office (SJSO)
and staff of the Seventh Judicial Circuit State Attorney's Office (SAO). A joint criminal
investigation conducted by both the SISO and the SAO began on May 24, 2021. The
Respondent was placed on Administrative Leave by the County on July 29, 2021, and was
subsequently terminated from his position in November 2021. The SAO declined to
prosecute the Respondent following the completion of its investigation,

(5) The criminal investigation found that the Respondent used his authority as an
employee of the County's SCADA Utilities Department to secure a benefit for himself
through the purchasing of products from Technical Field Service, Inc. (TFS), a Florida for-
profit corporation first registered with the Florida Department of State, Division of
Corporations, in December, 1999. TFS is located in Jacksonville (Duval County), Florida. At



all times material to the instant ethics complaint, the Respondent was listed as a corporate
officer of TFS. TFS President, Mr. Ronald P. Reyes, confirmed for criminal investigators that
the Respondent was a 50 percent owner of the corporation at all times material to the
allegations contained in the instant complaint. The criminal investigation determined there
were no disclosure notifications on file with the County indicating the Respondent ever made
the County aware of his ownership interest in TFS prior to or during the time he purchased
products from TFS for the County.

(6) Documents obtained as a part of this ethics investigation confirm the Respondent was
provided a copy of the St. Johns County Administrative Code, Section 409.6 — "Conflict of
Interest," as well as Section 409.11 — "Outside Employment." Section 409.6 — Conflict of
Interest states "County employees shall not have personal investments in any enterprise,
which could create substantial conflict between their private interests and the public interest.”
Additionally, it says, "It is important that employees do not maintain such relationships with
organizations, businesses, or individuals with which they have official County business."

(7N Section 409.11 - Outside Employment, required the Respondent to complete a
"Secondary Employment Form," related to any outside employment. There is no record the
Respondent ever completed and filed the form. The County’s purchasing policy "Ethics —
301.7.1" states, "Employees must not become obligated to any suppliers and shall not
conclude any county transaction from which they may personally benefit." The County’s
purchasing policy "Ethics — 301.7.2" states, "No County officer or employee shall bid for,
enter into, or be in any manner interested in any contract for County purchases or County
public works, nor shall any officer or employee seek to influence the purchase of a product or
service from any bidder."

(8) The criminal investigation found that the Respondent provided preferential treatment
to TFS during the bidding and awarding of the bid/request for quotes (RFQ) processes for the
SCADA Department. Investigators reviewed records of all bids/RFQs involving TFS that
were managed by the Respondent during his tenure with the County. Investigators
determined the same three vendors were always used by the Respondent to obtain quotes for
products and services, with TFS always being selected to provide the materials being sought
by the County. According to the OIG report, "anomalies" were found which explained why
TFS was always determined to be the lowest and winning quote. Investigators determined
one of the three vendors routinely contacted by the Respondent for quotes (4RF USA, Inc.)
actually produced and sold the products purchased by the County to the other two vendors
who routinely provided quotes to the Respondent. TFS was one of the other two vendors
contacted by the Respondent.

9) The criminal investigation also found that the Respondent ordered subordinates to use
TFS for needed equipment despite TFS not being designated at any point as a sole source
within Duval County. The investigation confirmed that TF'S purchases were made by multiple
employees at the Respondent's direction. Statements obtained by investigators, from three
County employees, confirmed the Respondent requested their purchasing card (P-card)
balances and their actual P-cards, so that he could effectuate purchases using multiple
employees' P-cards. The employees said that, based on the low cost of the items, County



Purchasing Policies allowed the Respondent to purchase items from TFS without obtaining a
quote.

(10) The criminal investigation also found that the Respondent ordered subordinates to
conceal information identifying TFS on invoices received by the County with blank pieces of
paper. The investigation further found the Respondent would then order subordinates to copy
and attach the manipulated copies to documentation showing the payments of invoices to
TESSCO Company (supplier of wireless communications products), thereby concealing the
fact that the invoices from TESSCO were actually billed to TFS. Two County employees
confirmed the Respondent directed that the invoices should be manipulated to conceal the
TFS name and address appearing on the invoices. According to one employee, after the
invoices addressed to TFS were initially brought to the attention of the Respondent, the
Respondent had the invoices manipulated to conceal the TFS information.

(11)  The Respondent was interviewed in the presence of his attorney, Mr. Curtis Fallgatter,
by Detective Henry Miller of the SJSO, and SAO Investigator T.C. MclIntosh. The
Respondent advised that TFS, when the company was initially formed in the 1999, was doing
business as (DBA) Total Communications, and Total Communications had a contract with
Sprint Communications, operating a number of Sprint retail stores. However, he advised,
TFS was struggling financially and, in 2011, he and the other owners were receiving no
income from TFS. In November 2011, he said, he received a telephone call from then-St.
Johns County Utilities Director David McClendon, who asked him if he knew of someone
who might be interested in working for the County supervising its SCADA operations.
Because he viewed this as an opportunity for stable employment and income, the Respondent
said he accepted the position in January 2012. The position, he said, was newly created and
he was involved in developing the duties of the position. After accepting employment with
the County, he acknowledged, he continued to retain his ownership shares (one-third interest
at the time) in TFS. However, he maintains he never received any profits from the business
after accepting employment with the County. Later in 2012, he said, TFS sold the DBA
(Total Communications) to 5 Star Cellular for $480,000. At the time of the sale, he advised,
the three partners in TFS were himself, Ron Reyes, and Robert Larosa. Proceeds from the
sale were split equally among the three partners ($160,000 each). The purchase price was
paid in installments of $10,000 per month through 2016, when 5 Star Cellular was sold to
another company and the remaining balance was paid in full.

(12)  The Respondent explained that the sale of the DBA, Total Communications, did not
affect the corporate existence of TFS, and, he noted, Mr. Reyes continues to operate TES to
this day. The Respondent maintained the sale of the DBA was disclosed to the County when
he accepted the SCADA position in 2012. Because, he believed he fully disclosed this
arrangement to the County, the Respondent said he believed there was nothing improper
about his retaining his interest in TFS while simultaneously being employed by the County.

(13)  Later, in 2013, the Respondent advised, Mr. Larosa withdrew as an owner and officer
of TFS leaving him (Respondent) and Mr. Reyes as the two remaining owners. Unbeknownst
to him, the Respondent maintained, Mr. Reyes reassigned the Larosa stock equally between
them, and he (Respondent) became a 50/50 owner. The Respondent maintained he was not



aware of his 50% ownership in the business until the County initiated its investigation of him.
However, he said he knew he held at least a one-third ownership interest, because he had been
required to keep his interest in TFS to continue to obtain the payments due to him from the
sale of the DBA.

(14) The Respondent acknowledged to criminal investigators that he included on his
County employment application in 2011 that he was "departing TFS" as the partners of the
company desired to take the business in a different direction. At the time, he explained,
because none of the three owners were drawing a salary, he (Respondent) was "very close" to
running out of money. Even though his partners wished to continue the business, Mr. Nelson
said he desired a position that would provide him enough income to care for his family so he
accepted employment with the County.

(15)  County Personnel records collected for this ethics investigation confirm that the
Respondent, on his County employment application, listed his employment dates at TFS to be
from April 1999 to September 2011, and his listed reason for leaving that employment with
TFS was his partners’ desire to move in a different direction.

(16) The Respondent confirmed for criminal investigators that he received annual Internal
Revenue Service (IRS) Schedule K-1, "Partner's Share of Income, Deductions, Credits, etc.”
from TFS, and also confirmed he was listed with the Division of Corporations as a corporate
officer of TFS while he was employed with the County. The K-1 Forms are used to represent
an individual's share of profits and losses from the business. He said he reported his K-1
income from TES as "phantom income" on his personal tax returns. He acknowledged that, in
two years, 2018 and 2020, he received "actual income" from TFS while employed with the
County. That income, he said, was compensation provided to him by Mr. Reyes to assist with
his personal tax burden as an owner of TFS.

(17)  The criminal investigation determined that, for Tax Year 2016, IRS Form 8879
reported Gross Receipts for TFS as $324,617, and net income as $33,186. The Respondent's
Schedule K-1 reported ordinary business income attributable to his 50 percent ownership
interest in TFS as $16,593. The IRS Form 11208 reported the Respondent's total shareholder
basis (a measure of the amount that a shareholder has invested) as $76,861. For Tax Year
2017, IRS Form 8879 reported Gross Receipts for TFS as $422,088, and net income as
$89,703. The Respondent's Schedule K-1 reported ordinary business income attributable to
his 50 percent ownership interest in TFS in 2017 as $11,211. The 2017 IRS Form 11208
reported the Respondent's total shareholder basis as $76,861. For Tax Year 2018, IRS Form
8879 reported Gross Receipts for TFS as $422,088, and net income as $22,422. The
Respondent's Schedule K-1 reported ordinary business income attributable to his 50 percent
ownership interest in TFS as $11,211 for 2018. The 2018 IRS Form 1120S reported the
Respondent's Section 199A W-2 wages as $33,918, with an adjusted basis of $11,482. For
Tax Year 2019, IRS Form 8879 reported Gross Receipts for TFS as $405,743, and net income
as $79,442. The Respondent's 2019 Schedule K-1 reported ordinary business income
attributable to his 50 percent ownership interest in TFS as $39,721. The 2019 IRS Form
11208 reported W-2 wages as $17,524, and qualified property valued at $11,482. Criminal



investigators explained that the Section 199A W-2 wages reported by the Respondent in 2018
and 2019 represent wages calculated under the auspices of Title 26 United States Code (the
Tax Code), and are attributable to payments made by TFS to the Respondent. These payments
are calculated as an expense against the Gross Receipts of TFS during the given tax year.

(18) The criminal investigation determined the Respondent received W-2s from TFS
reflecting he received employee wages in the amount of $18,500 during 2018, and $11,000
during 2020. In addition, the Respondent held a TFS merchant credit card, and criminal
investigators noted the Respondent maintained office space at the business location of TFS
during their investigation.

(19)  Personal bank records of the Respondent reflect ACH (direct) deposits received from
TFS, identified as payroll, on January 4, 2018, in the amount of $4,155.70; on September 12,
2018, in the amount of $4,672.54; and on October 24, 2018, in the amount of $4,354.79; for a
total of $13,183.03 during 2018. In 2020, the Respondent’s personal bank records reflect
ACH (direct) deposits from TFS, labelled as payroll, on June 17, 2020, in the amount of
$3,680.29; and on December 2, 2020, in the amount of $4,363.79; for a total of $8,044.08
during 2020.

(20)  The Respondent confirmed for criminal investigators that he and members of his staff
were provided P-cards by the County, each with a $1,000 credit limit. However, he said he
received no training on its proper use. Additionally, he said he was never provided with any
ethics training. However, documents reviewed as part of this ethics investigation confirm, in
an Acknowledgement Statement between St. Johns County and the Respondent, signed on
April 5, 2012, that the Respondent was provided a copy of the County’s Administrative Code
(policy manual).

(21) The Respondent explained to criminal investigators that the SCADA Department
monitors water, waste water, water plants, automated water plants and environmental issues
for the County. The monitoring of these systems, he advised, requires sophisticated equipment
for which there are very few vendors or installation and repair experts. TFS, he said, is one
such vendor. When he began his employment in 2012, he said, he learned that many of the
County's pump stations were in need of new communication antennas. He said he attempted
to create an account for the County with TESSCO, the supplier for the antennas utilized by
the County, but the Utilities Department did not qualify for a General Services Administration
(GSA) account, which is required to purchase from TESSCO at a discount. Because of this,
he said, he asked his then-supervisor, Mr. McClendon, if he could use TFS’s account with
TESSCO to obtain the needed parts and have them delivered directly to the County from
TESSCO with the County paying the invoice. He said Mr. McClendon approved this
procedure because it allowed the County to purchase the parts at wholesale cost from
TESSCO, and TFS did not profit in any manner.

(22)  The Respondent acknowledged for criminal investigators that the TESSCO invoices
were changed by removing TFS info prior to submitting them for payment. However, he
maintains the change was made for a valid reason. The Respondent explained that TFS had
an account with TESSCO when he was working with TFS. The County, he explained, needed



to establish an account with TESSCO to make purchases from the company. Mr. McClendon
discussed the matter with the Respondent in 2012, explaining the purchases needed to be
made using a P-card. When an order was placed, the Respondent said, the parts were shipped
to the County Utilities warehouse and an invoice was provided to the County's Purchasing
Department for payment. The account name listed on the invoice, he confirmed, was TFS,
which was whited-out or covered so it would be clear for the County that the parts had not
actually been sold to TFS, but, rather, had been purchased by the County using the TFS
account. Because he allowed the County to utilize the TFS account with TESSCO to
purchase parts, the Respondent explained, the County was able to secure the parts at
wholesale cost rather than retail. He said that later, Mr. McClendon’s replacement, Mr.
Charles Frank Kenton, advised the Respondent the aforementioned process was no longer
required because the County's Fire/Rescue Department had a GSA account with TESSCO that
could be utilized for such purchases. Had he not utilized this approach to purchase the
antennas from TESSCO, the Respondent maintained, the only other option to purchase from
TESSCO would have been to open a retail account requiring the County to pay full retail
prices.

(23)  Criminal investigators determined that TESSCO invoices began being manipulated to
cover the TFS name approximately one month after the Respondent was hired in January
2012, and the practice continued until December 18, 2017, the date of the last discovered
manipulated invoice. In total, investigators discovered 35 invoices from TESSCO that were
paid using P-cards. Thirty-four of the invoices had the name of the purchaser (TFS)
concealed.

(24)  The Respondent confirmed for criminal investigators that TFS, while he was
employed with the County, sold products directly to the County’s SCADA Department. He
advised that based on the County’s purchasing policy, all County purchase orders involving
TFS that were made in amounts below $3,000 did not require initiating a formal bid process
before the items could be purchased.

(25)  The Respondent acknowledged for the criminal investigators that he requested quotes
(for amounts in excess of $3,000) from TFS, 4RF USA Communications, and Layne Wireless
for the Aprisa Radio Systems used by SCADA in its monitoring of its systems. 4RF, a New
Zealand-based company with offices located in the United States, was the manufacturer of the
Aprisa radios. The particular 4RF office location involved in the instant matter is located in
Greenbrier, Tennessee. Layne Wireless is located in Leesburg (Lake County), Florida. All of
the quotes obtained by the Respondent were provided to Mr. James Galley, one of the
Respondent's subordinates and a member of the County's requisition staff. TFS was always
selected as the lowest and best quote. The purchase order requests, the Respondent said, were
always submitted by Mr. Galley to the County’s purchaser (Kathy Kelshaw) as a part of Mr.
Galley's administrative duties. The Respondent was responsible to verify that all purchase
orders were appropriate and that the vendor (TFS) was a qualified vendor. His approval was
necessary for the purchases to occur. TFS, he confirmed, always submitted the lowest quote.
He maintained that, while the other vendors (4RF and Layne) always quoted retail price for
the radios, TFS discounted their prices, thereby saving the County approximately $150,000
during the time (2017-2021) the County made purchases of radios through TFS. The



Respondent maintains he received no financial remuneration from TFS for any of the
County's purchases from TFS. The Respondent also maintains he never disclosed the quotes
he obtained from 4RF and Layne to Mr. Reyes at TFS, and he further maintains Mr. Reyes
never provided him with his quoted prices in advance. He recalled having once asked Mr.
Reyes, "Are you making money on these?" and Mr. Reyes responded, "Yeah, I'm making a
little." Since TFS was not the manufacturer of the products being purchased by the County,
the Respondent said, he assumed TFS purchased them at a 50 percent discount below retail
from the manufacturer (4RF). The Respondent acknowledged he never attempted to negotiate
the purchase of the products directly from 4RF and only requested quotes from them.

(26)  The instant investigation determined the following radio and equipment purchases,
totaling $335,550, were made by the County from TFS for SCADA radios during 2017-2021:

e On January 24, 2017, TFS sold the County 30 Aprisa radio units at a
cost of $1,535 per unit for a total cost of $46,050.

e On May 11, 2017, TFS sold the County 20 Aprisa radio units at a cost
of $1,540 per unit for a total cost of $30,800.

e On March 16, 2018, TFS sold the County 30 Aprisa radio units at a
cost of $1,580 per unit for a total cost of $47,400.

e On September 11, 2018, TFS sold the County 32 Aprisa radio units at a
cost of $1,550 per unit for a total cost of $49,600.

e On January 9, 2019, TFS sold the County 32 Aprisa radio units at a
cost of $1,550 per unit for a total cost of $49,600.

e On February 11, 2020, TFS sold the County 20 Aprisa radio units at a
cost of $1,555 per unit for a total cost of $31,100.

e On October 26, 2020, TFS sold the County 32 Aprisa radio units at a
cost of $1,550 per unit for a total cost of $49,600.

e On June 23, 2021, TFS sold the County 20 Aprisa radio units at a cost
of $1,540 per unit for a total cost of $31,400.

(27)  Documents reviewed as part of this ethics investigation confirm the Respondent, along
with his coworkers, used their County-issued P-cards ($1,000 purchase limit) to make
purchases of a variety of items for the County SCADA Department directly from TFS. No
quotes were required to purchase products that fell below the $3,000 threshold. Records
confirm the total amount for purchases for miscellaneous items and radios by the County from
TFS between January 24, 2017 and June 23, 2021, through successful quotes (radios) and P-
card transactions, totaled $408,983.39. Records confirmed one radio purchase, on June 23,
2021, was made after December 31, 2020.

(28)  The Respondent, interviewed in the presence of his attorney, Mr. Curtis Fallgatter,
said he has known Mr. Reyes for many years and he considers him family. He stated that Mr.
Reyes did not trust anyone other than himself (Respondent) to help run TFS. The Respondent
acknowledged that he never informed his hiring manager (Mr. McClendon) that he planned to
retain an interest in TFS when he came to work for the County in 2012. He stated, "They all
knew. . . . Did I tell them? No. Did they know? Yes!" He continued, "I didn’t have to tell him



[McClendon], I used to do business with him [when McClendon was employed in another
city]."

(29) Regarding the manipulation of the TESSCO invoices, the Respondent said he asked
Ms. Kathy Kelshaw, employed in the County's Purchasing Department, to create a GSA
account so the County could begin to purchase materials from TESSCO at a discounted price.
He said he was told she did not have time to set up such an account, so he approached Mr.
McClendon and asked if he could use his TFS account with TESSCO to make purchases for
the County. He said Mr. McClendon approved the practice, and the Respondent then created a
second delivery address for the TFS account with TESSCO. The Respondent maintained the
TESSCO invoices said, "Sold to: St. Johns County Utility." However, review of the TESSCO
invoices indicates, "Billed to Account 2263419, Delivered to Location 0002" and underneath,
side-by-side, appears TFS’s name and address and the St. Johns County name and address.
Further inspection of the invoices confirmed each indicated "billed to" the TFS account,
rather than St. Johns County Utility. County records indicate that, although the invoices had
TFS’s info on them, the materials were received by St. Johns County Utility and the invoices
were paid by the County. The Respondent acknowledged that the sales from TESSCO were
documented by TESSCO as TFS purchases, but he opined that TFS did not actually benefit in
anyway because TFS was already receiving discount pricing from TESSCO based on prior
volume purchases.

(30)  The Respondent explained that there were only two reliable companies producing the
radios that the County used in SCADA, one being 4RF, and the other being General Electric
MDS. He said County engineers continually approached him with the need to transmit a large
amount of data. At the time, he explained, the County only had analog radios that were not
capable of handling the amount of data that needed to be transmitted. His response, he said,
was to realize the County needed to upgrade its radios. The Respondent maintains that 4RF
sought him out because they were looking to market their product in Florida. He said he had
lunch with the Chief Operating Officer of 4RF, Steve Bryson, and SCADA employee David
Edwards, during which 4RF gave a demonstration of the capabilities of its radios. The
Respondent stated he did some research and, thereafter, made no effort to work with 4RF at
that point. Instead, he said, he purchased some radios from a company in Melbourne, FL,
called Persius. After receiving five radios from Persius, the company folded and went out of
business. At that point, he said, he contacted 4RF and let them know what the County needed
and 4RF told him to contact Ron Reyes (TFS) because he (Mr. Reyes) was a vendor for 4RF.
The Respondent acknowledged that TFS had not been doing business with 4RF until after he
(Respondent) began working for the County.

(31)  The Respondent said he obtained three quotes for the 4RF radios and that TFS’s quote
was discounted approximately 40% below the other two vendors. Mr. Reyes, he maintains,
told him (Respondent) that his (TFS) quote would remain the same for radios in the future as
long as 4RF kept its pricing the same. TFS was the closest vendor to St. Johns County. The
Respondent maintains it is standard practice for competing companies not to give competitive
quotes in areas known as being a certain vendor’s sales area. He said, "That's a standard
business practice; if you’re quoting in someone else’s territory, that you quote your list prices.
... That’s a standard practice." He opined, "No one would touch the prices Ron was giving to



the County for these radios." He said the prices the County received from TFS were due to his
close personal relationship with Mr. Reyes.

(32) Mr. Reyes provided an affidavit for criminal investigators indicating that TFS was
formed on April 1, 1999. TFS, he stated, was, at that time, doing business as Total
Communications and had a contract with Sprint Communications. Total Communications
was eventually sold in 2012 to 5 Star Cellular, and the sale proceeds were divided one-third
each between the three owners at the time (Respondent, Larosa, and Reyes). However,
payment was made in installments of $10,000 per month, which took a number of years to be
paid in full. Due to financial concerns, he stated, the Respondent left TFS to work for St.
Johns County in early 2012. At that point, he advised, the Respondent no longer had any
direct involvement in the day-to-day operations of TFS. Although listed as Treasurer of TFS
on corporate documents at the time, Mr. Reyes said, the Respondent never actually performed
any functions as Treasurer and never attended the annual meetings of the corporation.
However, he acknowledged, when Mr. Larosa left the corporation in 2013, he (Reyes)
adjusted the shareholder records and made him (Reyes) and the Respondent 50/50
shareholders, and he named the Respondent Vice-President of the corporation. Other than
continuing to receive monthly payments related to the sale of Total Communications, Mr.
Reyes advised, the Respondent never received any profits from TFS once he (Respondent)
became employed with the County. Mr. Reyes said the payments to the Respondent from the
sale of Total Communications ended in 2016.

(33)  Mr. Reyes stated the Respondent was never involved in preparing the TFS quotes he
(Reyes) provided to the County in response to RFQ's. He denied that the Respondent ever
provided him information relative to the quotes he (Respondent) received from other vendors.
The Respondent, he maintains, never received any profits, "kickbacks," or any other form of
compensation as a result of any County Utilities contracts entered into with TFS.

(34) Because the Respondent received "phantom income" related to his (Respondent's)
ownership interest in TFS, for accounting purposes, Mr. Reyes advised, on several occasions,
the Respondent received disbursements from TFS to assist with the tax burden associated with
his (Respondent's) ownership interest in TFS. Each year, Mr. Reyes said, the Respondent
received a Schedule K-1, on which he (Respondent) was required to pay taxes without having
actually received any income from TFS. Mr. Reyes, recognizing the inequity of the
Respondent being required to pay taxes while not actually receiving income from the
business, said he paid the Respondent a total of $18,500 in 2018, and $11,000 in 2020, to
offset the Respondent's personal taxes related to his ownership interest in TFS. No payments
were made to the Respondent during 2016, 2017, or 2019 requiring the Respondent to receive
a W-2 from TFS.

Note: Phantom income is income that a business owner has to pay taxes on despite not
having received any cash to pay the tax from the business. Phantom income arises because of
the difference between allocating income to owners for tax purposes and distributing actual
cash to the owners.



(35)  Mr. Reyes, interviewed by telephone relative to this ethics complaint, advised that, in
the years prior to the Respondent's employment with the County, TFS, DBA Total
Communications, operated five Sprint Cellular Stores, which were sold in 2012. Prior to the
Respondent's employment with St. Johns County, he said, TFS had never done any business
with the County. He said TFS was working at the time with the Jacksonville Electric
Authority (JEA) and Mr. McClendon, the then-St. Johns County Ultilities Director, contacted
the Respondent about possible employment with the County. Because TFS was struggling
financially, he said, the Respondent accepted employment with the County.

(36) Mr. Reyes acknowledged the Respondent made him aware when he (Respondent)
used the TFS account to purchase products for the County from the TESSCO Company. He
said the Respondent explained to him that doing so would provide a cost savings to the
County. When asked what benefit, if any, TFS received from the County using the TFS
account to purchase from TESSCO, Mr. Reyes acknowledged that the County's TESSCO
purchases using the TFS account counted towards TFS's overall purchases from TESSCO and
assisted TFS in qualifying for greater discounted pricing on items purchased from TESSCO
based on volume pricing.

(37) After accepting employment with the County, Mr. Reyes said, the Respondent
reached out to him about TFS working on projects with the County. Specifically, he recalled,
the Respondent discussed the possibility of TFS providing equipment to the County related to
"radio telemetry." At the time, he said, he and the Respondent conducted research and
determined that 4RF was the manufacturer of the best radio products for the type of
application the Respondent was seeking to install for the County. After speaking to the
Respondent, Mr. Reyes said, he contacted 4RF, approximately one year before TFS began
selling radios to the County in 2017, and became an authorized distributor of the Company's
products. Additionally, he said he obtained sample radios from 4RF for the Respondent to
test at the County. Mr. Reyes maintained the Respondent's sole motivation for purchasing
radios through TFS was to save money for the County.

(38)  Mr. Reyes confirmed that the payments made from TFS to the Respondent in 2018
and 2020, while the Respondent was employed by the County, represented compensation for
the Respondent's tax liabilities as an owner of TFS. Mr. Reyes opined he actually owes the
Respondent more such payments, but he paid the Respondent what he could when he was
financially able.

(39) Ethics investigators traveled to Jacksonville to meet with the Respondent and his
attorney to obtain a sworn statement. While there, investigators attempted to obtain a sworn
statement from Mr. Reyes. However, Mr. Reyes refused, saying, "I feel I’ve already said too
much"

(40)  On September 3, 2021, during the OIG’s investigation, it was confirmed that the
Respondent had relinquished all of his ownership shares and interest in TFS. In the corporate
filing for TFS in February 2022, the Respondent was no longer listed as a corporate officer of
the company.
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(41) Ms. Kathy Kelshaw, who retired from the County on April 28, 2021, was employed
with the Utilities Department for approximately 21 years and served as a purchaser for the
SCADA Department, as well as the administrator of the P-cards held by employees of the
SCADA Department. She said she worked directly with the Respondent during the time
period covering these allegations and recalled mentioning her concerns to the Respondent
when she noticed invoices bearing the Respondent’s name and TFS, instead of the County.
She said she also noticed split purchasing of orders for products utilizing multiple employee's
P-cards. After making the Respondent aware of her concerns, she said, the Respondent took
steps to alter the invoices so that they could be used to support the charges appearing on the
P-card records. She explained the invoices mentioning TFS were "corrected” by covering up
the name listed as the actual purchaser of the products (TFS). She said she noticed that
purchases made by the Respondent, as well as his subordinates, were often split between
employees’ P-cards in what appeared to her to be a "get-around" of proper County purchasing
procedures, which would require the Respondent to obtain quotes for any purchases
exceeding $3,000. "It [obtaining quotes] was avoided at all costs," Ms. Kelshaw said. She
confirmed she was aware that the Respondent retained an interest in TFS during the time
these allegations allegedly occurred. Ms. Kelshaw recalled that Mr. Kenton (the Respondent’s
supervisor) was made aware at some point of the Respondent’s aftiliation with TFS, but she
was unsure if any further action was taken by him (Kenton) after it was made known to him.

(42) Mr. Charles Frank Kenton, Assistant Director of St Johns County Ultilities
Department, advised criminal investigators that he served as the Respondent’s supervisor
during most of the time-period covering the allegations under investigation. Mr. Kenton
advised that, at some point, he learned the Respondent was possibly an owner of TFS.
However, when he (Kenton) and another employee questioned the Respondent about his
ownership interest in TFS, the Respondent advised them he "sold his portion of the company
[TES] prior to or shortly after coming to work here [St. Johns County]." Mr. Kenton stated he
had no knowledge that the Respondent continued to hold an ownership interest in TFS while
the County was purchasing products from TFS.

(43)  Mr. Neal Shrinke advised criminal investigators he serves as the Assistant Director of
Operations for the County's Utilities Department. He advised investigators that he supervised
the Respondent and the SCADA Department. Mr. Shrinke stated he has been employed with
the County for more than 20 years. During the OIG investigation, when Mr. Shrinke learned
of the Respondent’s ownership interest in TFS and that the Respondent had engaged in and
directed purchases from TFS, Mr. Shrinke opined that such actions were not appropriate
under the County's Administrative Code and "defy common sense."

(44) Mr. Karlos Fuentes advised criminal investigators that he was employed with the
County's SCADA Department for approximately a three year period ending in 2019. During
his employment with SCADA, he said, he worked under the direct supervision of the
Respondent. Mr. Fuentes informed investigators he has known the Respondent since 1997,
and was aware the Respondent was a partial owner of TFS while employed with the County.

11



Mr. Fuentes acknowledged making purchases from TFS for the County at the Respondent’s
direction. However, he maintains he was not aware of his P-card being used to effectuate split
purchases, nor was he aware of any improprieties involving his P-card.

(45)  Mr. Fuentes, interviewed by telephone regarding this ethics complaint, advised that he
was aware while working in the SCADA Department that the Respondent retained "some type
of interest” in TFS, but he does not believe the Respondent was involved in the day-to-day
operations of TFS. Mr. Fuentes acknowledged that he worked for TFS prior to coming to
work for the Respondent at the County.

(46)  Mr. Tim Johnson advised criminal investigators that he has been an employee with the
SCADA Department since December 2018. The Respondent was his immediate supervisor.
Mr. Johnson acknowledged he has, at the Respondent’s direction, been involved in making
split purchases using multiple P-cards, wherein costs for products purchased were charged to
multiple P-cards to effectuate purchases. He said he has made purchases from TFS and has
provided his P-card to the Respondent to facilitate purchases from TFS. Mr. Johnson said the
Respondent told him he had been a part-owner of TFS at one time, but was no longer
affiliated with the company.

(47) Mr. David Edwards, an employee in the SCADA Department, advised criminal
investigators he worked with the Respondent during the time-period of these allegations. He
confirmed that TFS was the only vendor supplying the radios utilized in the SCADA system.
Mr. Edwards explained that TFS received special pricing to purchase the radios from 4RF. He
said the quotes obtained by the Respondent from the other vendors (4RF and Layne) were
always higher than the quotes obtained from TFS.

(48) Mr. Steve Bryson, the Vice-President for Sales at 4RF for North America, advised
criminal investigators he also serves as a 4RF sales representative. He acknowledged
providing quotes to the Respondent that were used as competing quotes for the Aprisa radio
system utilized by the SCADA Department. He said the quotes he provided were always
requested by the Respondent. 4RF, he advised, always quoted standard retail pricing for
products requested by the Respondent. Mr. Bryson explained that he agreed not to compete
with any 4RF distributor of the company’s products. He confirmed there were two distributors
in the Jacksonville area, TES and Layne. Mr. Bryson explained the distributors purchase
products directly from 4RF at a discounted cost and they are permitted to add a mark-up when
selling the products to the County.

(49) The instant investigation discovered records of TFS indicating a non-exclusive
partnering agreement, dated April 12, 2016, between 4RF and TFS which allowed TFS, as a
4RF distributor, to purchase the radio systems at special pricing for resale to the County. Mr.
Bryson acknowledged submitting a quote to the County (after the County was no longer doing
business with TFS as a result of the criminal investigation) for the Aprisa radio system. 4RF,
he advised, matched the price TFS had previously been charging the County for the radios. He
confirmed the discounted price he quoted to the County still provided a profit to 4RF.
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(50) Copies of all of documents referenced in the Report of Investigation have been
retained in the investigative file.

END OF REPORT OF PRELIMINARY INVESTIGATION
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