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Florence Public 
School District Florence Public School District One 

June 1, 2010 

319 South Dargan Street· Florence, South Carolina 29506-2589 
Telephone: (843) 669-4141· FAX: (843) 673-1108 

www.fsd1.org 

Palmetto Youth Academy Charter School 
c/o Yvonne Brown-Burgess, Executive Director 
1209 North Douglas Street 
Florence, SC 29501-0600 

Dear Ms. Brown-Burgess: 

This letter will confirm the action taken on Thursday, May 20, 2010, by the Florence School District One 
Board of Trustees. The Board, by majority vote, upheld the decision of the Administration for revocation 
of the Charter of Palmetto Youth Academy. 

The Board action is based on PYA's failure to maintain the appropriate financial records that would allow 
an audit report to render a statement that it has met generally accepted standards of fiscal 
management. The failure of PYA in this regard has prevented Florence District One from receiving a 
clean audit report from its auditors, resulting in an overall "qualified" audit report, which is 
unacceptable to District One, and is reason for Charter termination. 

If you have questions or concerns regarding the decision of the Board, please contact Mr. D. Laurence 
Mcintosh, Attorney, at 843-662-4328. 

Sincerely, 

Larry L. Jackson 
Superintendent 

LU:cst 
cc: Board of Trustees / 

D. Laurence MCintosh, Attorney l/ 
Palmetto Youth Academy Board Members 
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orence Public 
School District Florence Public School District One 

~ March 18, 2010 

319 South Dargan Street· Florence, South Carolina 29506-2589 
Telephone: (843) 669-4141 • FAX: (843) 673-1108 

www.fsd1.org 

Palmetto Youth Academy Charter School 
c/o Yvonne Brown-Burgess, Executive Director 
1209 North Douglas Street 
Florence, SC 29501-0600 

Dear Ms. Brown-Burgess: 

The Florence Public School District One Board of Trustees has authorized me to inform you that it is revoking your 
. status as a charter school sponsored by this district effective at the end of the current school year on June 30, 
2010. 

The reason for this is action is that you have failed to meet generally accepted standards of fiscal management. 
You have committed material violation of conditions, standards and procedures in the management of your 
finances and the operation of your school. 

On the issues involving your fiscal management, I have attached a copy of the letter to you dated January 26, 2010 
from Timothy A. Grow, CPA .. 

As your school is a component of Florence School District One, your failure to provide us with audited financial 
statements affects our financial statements. I am enclosing a copy of a letter from our auditors, Baird & Company, 
dated February 16,2010, which shows how your accounting failures have adversely affected our financial 
statements. 

The governing body of your school may request, in writing, a hearing before the Florence District One School Board 
within fourteen (14) days of receiving this notice of nonrenewal or revocation of your charter school status. 
Failure by your school's governing body to make a written request for a hearing within·fourteen (14) days must be 

. treated as acqUiescence to this termination of your charter. Upon receiving a timely written request for a hearing, 
we will give you a reasonable notice of when the Board of Trustees of this district will hold a hearing. 

Sincerely, 
~.~; 

;'\ .. h". ~ --------
..-:./t t:--

/' tarry L. Jackson 
Superintendent 

LU:cst 
cc: Board of Trustees 

Mr. D. Laurence Mcintosh, Attorney At Law 

Enclosures (2) 



· -". ., o elliott davis 
January 26, 2010 

Palmetto Youth Academy Charter Schoo! 
C/O Yvonne Brown-Burgess, Executive Director 
1209 North Douglas Street 
Florence, South Carolina 2950'1 ~0600 

Florence Public School District One 
C/O Luther Rabon, Chief Financial Officer 
319 South Dargan Street 
Florence, South Carolina 29506-2589 

Effective January 25,2010, we have terminated our professional relationship with Palmetto Youth Academy Charter 
School and will cease to serve as Palmetto Youth Academy Charter School's auditors. We have reached this. 
decision reluctantly and after substantial deliberation. In our letter to you dated July 8, 2009 we indicated that in order 
for us to render an opinion on your financial statements, we needed sufficient, competent evidential matter which 
supports the financial statements. To date we do not feel that support has been provided, specifically: 

1. The. records are not in the condition necessary to obtain the type of evidential matter required to form 
an opinion on the financial statements 

2. We would impair our independence and be unable to opine in any fashion if we performed the record 
keeping necessary to get Palmetto Youth Academy Charter School's books and records-to a sufficient 
condition 

3. The funds of the charter school appear to have been coming led with another entity 

4. Activity of the school for the periods prior to the year under audit appear to be unrecorded 

Our work to this point has consisted primarily of information gathering. We have not and will not issue any report on 
Palmetto youth Academy Charter School. 

Our working paper files are the property of our firm, and will be maintained by us in accordance with our firm's 
record retention policy. 

We are sending all of the records provided to us from Kelley-Moser Consulting for Palmetto Youth Academy Charter 
School to Yvonne.Brown-Burgess. These include the following: 

i. Duplicate copies of ~hecks 

2. ADP payroll records 

3. Bank Statements 

4. Disbursement voucher support 

Kind Regards, 

Timothy A. Grow, CPA 

Shareholder 

Elliott Davis LLC. 2024 c.orporate Centre Drive Suite 102. Myrtle Beach, SC 295/7 
Phone: 843.448.9825 Fax: 8Lf3-448.9835 www.eliiottdavis.com 
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U.aird 
"Company CPAs,LLC 

'-...:-: 
john p, Gillion. Jr.. CPA, PFS, CFS, CVA, CFp® 
JT Cosnahan, CPA. CFE, CFF, FCPA, DABFA 

Rep E Whiddon, CPA, CVA, 
Brenda F Carro/!, CPA, CFE, CIA, CICA, FCPA,CSEP CERTIFIED PUBLIC ACCOllNTANTS & FTNANCIAL ADVISORS 

Dr. Larry Jackson 
Florence School District One 
3 19 South Dargan Street 
Florence, SC 29506-2589 

Dear Dr. Jackson: 

February 16,2010 

Generally accepted accounting principals require that your financial statements include the financial 
information of all of your component units. Palmetto Youth Academy is a component unit of District One. 
Palmetto Youth Academy did not provide us with audited financial statements to be included in your 
financial statements. 

Generally accepted accounting principals require that the component unit have the sa~elevel of attestation 
services as the reporting government unit, which is audited financial statements. 

Since we are not able to audit the Palmetto Youth Academy financial statements for the year ended June 30, 
2009, we are faced with a scope limitation. 

Since we do not have audited financial statements for the year ended June 30, 2009 for Palmetto Youth 
Academy, you are not able to make the required financial disclosures on the financial statements of Florence 
School District One for the year ended June 30,2009. 

Because of the above, we will alter our opinion on the financial statements of Florence School District One 
for the year ended June 30, 2009: 

Please note that this possibility has been discussed with management over the past year and a resolution was 
not forthcoming from Palmetto Youth Academy. 

Your staff has been very diligent and patient in seeking a solution to this problem but has met with limited 
success for the past two years. 

Thank you so much for allowing our finn to help meet your independent auditing requirements. 

,8o..:..~.' ~~.... CA!-f~ U~ 

BAIRD & COMPANY, CPAS, LLC 
Certified Public Accountants 

4210 Columbia Road, Building 10. Augusta. Georgia 30907ITelephone (706) 855-9500 lTelefax (706) 855-2900 (WWW bamlcDaB COlli) 



. . 
Palmetto Youth Academy 

"Eagles Exceeding Expectations" 

Telephone: (843)679-7070 
1209 N. Douglas Street Florence, SC 2950 I 

March 18, 2009 

Larry Jackson, Superintendent 

Florence School District One 

319 S. Dargan Street 

Florence, SC 29501 

Dear Mr. Jackson: 

Fax: (843 )679-7046 
Email: Palmettovouthtmvahoo.com 

On behalf of Palmetto Youth Academy, PYA, it is with great concern and sincere obligation that 

we seek answers and ultimately, a logical resolution to this recent dilemma regarding the 2008 

audit. As our mission is to provide an opportunity for all students, regardless of income or 

ability, to reach his/her full potential (academically, socially and behaviorally), it is also our 

responsibility, as parents and educators, to ensure that ALL students are treated fairly and 

equally. 

After reading the newspaper article, this morning, and receiving numerous telephone calls 

about the district's response and report offalse allegations against PYA, we were passionately 

moved to write the questions from parents, students, staff, and community members that we 

could not answer. These questions can only be answered by the district's board, 

superintendent, and other rep~esentatives of Florence School District One. 

Over the past 4 of our 5 year charter with FSD1, we have worked diligently with different 

representatives and personnel to maintain a positive relationship with the district. 

Understanding that the whole charter school concept, was and still is, fairly new to South 

Carolina and we expected our mission, as well as, our motives to be questioned i~itially. 

However, after 4 years of operation,' 

• PYA was 1 of only 3 schools in the district to make AYP, not only once, but 2 consecutive 

years 

• We have 100 percent parent participation (every year) 

• Our students have won numerous state level writing contests 
. .,' ~ 

• Our fine arts department has traveled and performed locally and out of state each year 

til Our staff works around the clock as a team to plan, prepare, and implement effective 

lessons 
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• Our community supports our mission, volunteers regularly, and play key roles in our 

events 

None of which, has ever been reported in the newspaper, or even acknowledged by district 

personnel. When staff asks about access to intranet, or district email, we just tell them, "in 

time". When students ask why they never get recognized by the district, we just tell them, "in 

. time". When parents ask if the district provides transportation, we just say, maybe, "in time". 

Until todaY,'our parents, students, and staff have been working and waiting, patiently, "in 

time". However, after today's news and the allegations reported, PYA (Parents, students, staff, 

and supporters) decided that, "now is the time". 

In an effort to ensure that every PYA parent, student, staff, supporter, and local taxpayer has a 

clear understanding of the district's role, interest, and involvement with PYA, as a charter 

school with students who live in the same district as students who attend other elementary 

schools in FSD1, we would like to ask the school board, superintendent, and/or other district 

representative to answer the following questions. 

1. Is Palmetto Youth Academy required to have a "single audit" as defined by state and 

federal guidelines? If not, what type of audit is required and was this audit required last 

year, or any of the years prior to this year? 

2. If there are concerns about management of funds, has the district offered to assist or to 

pay for an audit? 

3. When PYA was notified that the financial information submitted was not in the correct 

format, was the district's auditor willing to provide assistance or make the needed 

corrections? Why or why not? 

4. If PYA was quoted a price of $13,000 to conduct an audit and the financial statements 

submitted clearly showed 100 percent of the monthly revenue received was spent on 

monthly operational expenses, why is the only solution to this problem, legal action or 

recommendation to stop funding? Would this solve the problem? And based on the 

tremendous academic progress of approximately 65 students in grades 3:-6, is the 

problem worth solving? 

Again, it is with great concern that we seek answers to these questions. We believe that our 

district supports the education of ALL students and any information reported to the public 

should reflect the district mission or at least the truth with facts and written documentation 

to support it. We appreciate your assistance in this matter and we look forward to hearing 

from you soon. 

Yvonne Brown-Burgess 

Executive Director 

Palmetto Youth Academy 
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TRANSCRIPT 

Of 

PALMETTO YOUTH ACADEMY 
APPEAL HEARING 

'AS HEARD BY 

FLORENCE PUBLIC SCHOOL DISTRICT 
. ONE BOARD OF TRUSTEES 

THURSDAY, MAY 20, 2010 
John T. Sullivan BoardRoom . 

319 S.Dargan Street 
Florence, SC 
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PYA Hearing Appeal Transcript 
May 20, 2010 - 7:00 PM 
Florence School District One 
319 S. Dargan Street 
Florence, SC 29506 

Mr. Porter Stewart (PS) (Chairman, Florence District One Board of Trustees): 
Good evening. I'd like to welcome everyone here tonight. I'd like to call the 
meeting to order. I assume the notices have been given that are required by 
law, so we are now in order. I understand the purpose of our meeting tonight is 
to, uh, hear an appeal, urn, concerning the Palmetto Youth Academy, and so Mr. 
Jacksqn, I will be happy to have you start the process at this time. 

Mr. Larry Jackson (U) (Superintendent, Florence School District One): Thank you, 

Mr. Chairman, I'm going to defer to Mr. Mcintosh, the District's attorney. 

Mr. D. Laurence Mcintosh (DLM) (Attorney for Florence School District One): 
, , 

This issue involves an audit of Palmetto Youth Academy. You are under certain 
audit requirements as a school district. Mr. Luther Rabon is your chief financial 
officer and he deals with audit type problems and financial problems and we 
plan to call him and let him tell you the nature of the problem that you are 
having. We also have your auditors here, Mr. Butch Whiddon will testify and 
special auditor, Mr. Tim Grow, is here and was called in to do some examination 
of financial records for Palmetto Youth Academy. So, that's the type witnesses 

, we are getting ready to present. So, we can call Mr. Rabon first. 

PS: And also, as we get started, Ms. Brown-Burgess, if you would like to come, 
. forward. I believe you have counsel with you tonight as well. Ok. You are 
welcome to come forward and may sit here at the table also, if you care to. Mr. 
Rabon, if you'll have a seat there, please sir. And the nature of the process we'll 
follow, of course, is the administration will present its information to us and Mr. 
Mcintosh, if you have questions you need to ask during that process, you 
certainly may do so. And then counsel if you have questions thereafter you may 
certainly ask your questions as well. Mr. Mcintosh. 

DLM: Just as an introductory, the administration has realized that there is a 
problem here, so they are presenting to you the nature of the problem so that 
you may decide what the proper course of action is. Mr. Rabon, tell us how long 
you have been chief financial officer and what your qualifications are. 

Mr. Luther Rabon (LR) (Chief Financial Officer, Florence School District One): I've 
been with the district going on a little over six years and I am the chief financial 
officer and I have twenty plus years experience in this field. 
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DLM: What is your involvement about the knowledge of the Palmetto Youth 
Academy and its place within the school district? 

LR: Florence School District One is the sponsoring district for Palmetto Youth 
Academy, therefore we have requirements in that relationship. 

DLM: You have requirements as a school district with State laws concerning 
audits you have to do? 

LR: Yes, that is true. The State Department of Education requires that we submit 
an audit to them by December 1st of each year al1d, within that audit, if we have 
a charter school within our district, that charter school's audit has to be a part of 
our audit and it has to be included in our audit. 

DLM: That is a requirement? 

LR: That is a requirement by the State Department of Education. 

DLM: In dealing with that requirement, how have you been able to get the 
information and the status of Palmetto Youth Academy? 

LR: We've not been able to get an audit, a certified audit, from PYA, Palmetto 
Youth Academy. . 

DLM: And how has that affected the audit for the school district? 

LR: Well, it has required our auditor to give us a qualified opinion for our audit 
for the last two years. 

DLM': And can you refer, do you have one ofthose audits there? 

LR: Yes. 

DLM: Tell me what part of the audit report is a concern. 

LR: Well, as I just said, when our auditor comes in to do our books, GASB 34 now 
requires that if we have a charter school, they are considered a component of 
our financial reports. Therefore, they have to be part of our financial reports as 
a component unit. And then their financial revenues and expenditures are then a 
part of our financial reports as a component unit. 

DLM: So, attached to your .... 

LR:lt is part of it, yes it is. 

1~ 1/ 
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89 
90 DLM: And what did your auditors say about Palmetto Youth Academy and this 
91 audit? 
92 
93 LR: Well, they wrote us up for not being in compliance and then, therefore, by, 
94 not having a qualified audit report from them so they could include it in our 
95 audit,they gave us a qualified opinion. 
96 
97 DLM: Alright, otherwise you would have gotten an opinion without 
98 qualifications? 
99 

100 LR: We would have gotten an unqualified opinion. 
101 
102 DLM: And what affect does that have on the district by having a qualified 
103 opinion? 
104 
105 . LR: Well, when you, well for examples, it is unfavorable to have a qualified 
106 opinion. When you go out to sell bonds, it hurts you in the ratings, or has a 
107 deficiency in your ratings when you have a qualified opinion. You are not looked 
108 on as a favorable district - as a risk factor when you have a qualified opinion. 
109 
110 DLM: What, uh, the fact that you have a qualified opinion ... what affect does that 
111 have on the State regulatory, State Department of Education. 
112 
113 LR: Well, we are not in compliance -this audit report by December 1st and we 
114 don't have that component in there, we are not in compliance with the State 
115 Department of Education, which is a State law, by the way. 
116 
117 DLM: Would you publish to us this sentence, in your audit report that references 
118 Palmetto Youth Academy? 
119 
120 LR: Page one? 
121 
122 DLM: Page one, yeah. 
123 
124 LR: The district declined to present the financial statement of Palmetto Youth 
125 Academy (PYA) as a component unit of the district. In our opinion, the disclosure 
126 of that information is required to conform with the accounting principles 
127 generally accepted in the United State of America. That's on page one of the 
128 audit. 
129 
130 DLM: Now, where it says you declined ... you made an effort to get that 
131 information through the audit process, did you not? 
132 
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. LR: Yes, sir. We also hired, we tried for them to pursue an external auditor 
themselves. That failed. Uh, then we worked with them by employing a 
company, or firm out of Columbia to actually sit down and do the books for them 
and then we actually engaged a company, or firm out of Myrtle Beach to actually 
do the audit for them. We wanted someone separate from our regular auditors 
to do this so they would be completely independent of the school district. 

DLM: What is the name of that firm in Myrtle Beach? 

LR: Elliott Davis. 

DLM: And this firm is here? 

LR: Yes, he was the auditor 

DLM: And he can speak to that .... 

LR: Yes, sir, that is correct. 

DLM: Did you pay for whatever the work was that Mr. Davis did? 

LR: Yes, sir, that is correct. 

DLM: But, whatever he did was not able to satisfy this problem. 

LR: It is my understanding he was not able to receive the information, enough 
information to compile the report. That is my understanding. 

DLM: The deficiencies that exist then when this audit report was issued on 
December 1 of last year continues to this day? 

LR: That is correct. 

OLM: That's all the questions I have. Do you have any questions? 

Mr. Samuel Mokeba, (SM) Attorney Representing Palmetto Youth Academy: 
Yes, sir. Just for the record, my name is Samuel Mokeba. I am with the law firm 

. of Baker Ravenel and Bender in Columbia. Mr. Rabon, how long have you been 
doing this again? 

LR: I've been in Florence One for six years. 

SM: And tell me, how long has Palmetto Youth Academy been open? 
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LR: I think this is probably about their fifth year ... is that correct? 

SM: And, when did this issue of the audit first come up? 

LR: Probably three years ago is when we started working with them as a 
component unit. 

SM: Let me ask you this. In the first year of their existence, of the school's 
existence, did you get, what kind of review did you get from your auditors? 

LR: We got a qualified opinion, I mean an unqualified opinion. 

SM: Ok. Tell me, in the second year of their existence, what kind of review did 
you get from your auditors? 

LR: We got an unqualified the second year. 

SM: Ok. The third year, what review did you get? 

LR: The third year, I believe, we began to get a qualified opinion? The last two 
years, the last two year we had a qualified. 

SM: So, the first two years .... 

LR: Third year, third year and fourth year we got a qualified opinion. 

SM: So, the first two years, the first two years, did they submit any documents to 
you? 

LR: They did submit a compilation of information. 

SM: And, did you use that as part of the documents you sent to your auditors? 

LR: I inserted that with our audit because uh, it was not part of our component 
unit at the time, I just added that. I had talked with the State Department of 
Education and they let me- just insert that in our audit, which I did. 

SM: Ok. What do you mean by at thattime they were not a component unit of 
your school? 

LR: What I'm saying is; they, it was not considered part of our books at the time. 

SM: Why not? 

( 

R 1,/ 
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.LR: They didn't put it in our books. Just like right now, it is not a component, it is 
not being added to our books. 

SM:Ok. 

LR: It should be, but it's not. 

SM: Ok. Let me back up here. In two thousand and five, you submitted 
documents from them, the two thousand and five, two thousand and six year, 
you submitted documents from them that was part of your audit, you inserted 
that, is that correct? 

LR: I accepted that, yes. 

SM: Ok, and then you ... 

LR: But that is alii had. 

SM: And you got a favorable review from your auditors, right? 

LR: Yes. 

SM:Ok. 

LR: The first two years. 

SM: And, using the information that they have given you, right? 

LR: Yes. 

SM: And, did you submit that information to your auditors? 

LR: I don't think, no, Butch never saw that. 

SM: Alright, so ... 

LR: Because I received it after he was through with our audit. 

SM: Alright. The first two years, you guys didn't have any problem with what 
they submitted to you, did you? 

LR: We actually did have a problem with it, though. But we received what was 
given to us. 
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SM: Did you send them a note at that time saying that the documents you 
received were inadequate? 

LR: I feel sure we did. I'll have to look,back in the records. 

SM: I have looked at your audits. I got them from the State Department and the 
two years prior you inserted the information that the school had given to you 
into your audits, is that correct? 

LR: Yes, that is correct. 

SM: Ok. And in those two years, you got favorable reviews, right? 

LR: That 'is correct. 

SM: In the last two years that you didn't get favorable reviews, you did not insert 
that information, did you? 

LR: That is right. It was not accepted. 

SM: Ok. You didn't accept it, or you didn't insert it? 

LR: We didn't receive the information. 

SM: Did they not give them to you? , 

LR: Last year, we never received any information from them. They tried to pull 
an audit out of North Carolina and I don't think that worked out and then we 
proceeded to employ an auditor ourselves, which was Elliott Davis. 

SM: What changed between the first two years and the third year? 

LR: The requirements. 

SM: Alright, what requirements? 

LR: To make sure it is a component unit of ouraudit report. 

SM: Alright, why was it not a component unit of your report before? 

LR: It is my understanding, and I've got two auditors here and they can probably 
answer that question better than I could, but the law has probably been on the 
books for ten years, but it hadn't really been enforced until the last few years. 
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SM: Alright, who didn't enforce the laws, the district, or the State Department? 

LR: Probably the State Department of Education. 

SM: Do you have any record ofthat? 

LR: No. Because the reason I'm saying that is, they accepted her report, her 
compilation report for two years. 

SM: Ok. 
... 

LR: Although it wasn't an audit report. 

SM: They accepted it. 

LR: They just accepted it as such. For the last two years, now, we received a 
qualified opinion and that is not satisfactory. 

SM: In reviewing the audits at the State Department, the last two years you 
didn't have the reports that they had given you the first two years, which you 
inserted as part of your audit. You didn't insert that in two thousand and eight, ' 
did you? 

LR: We didn't have a report to insert, to my knowledge, Did you give? 

Response from unnamed female (Ms. Brown-Burgess?): Yes. 

LR: Ok. That's because it was supposed to be an audit report and this was not an 
audit report from her. May I read something ri~ht here? 

SM: Yes, sir. 

LR: This is off the State Department of Education website. Ok? Section 59-40-
50B3 of the South Carolina Code of Law -1976 stipulates that a charter school 
must adhere to the same financial audits and audit procedures and.audit 
requirements as is applied to a public school offering in the same school district. 
A certified or licensed public accountant selected by the charter school shall 
make an annual audit of all financial records in accordance with the SDE audit 
guide. Financial information on the charter school must be reported in the 
sponsoring district's financial statement as a component unit in accordance with 
the guidelines specified by the governing county standard - board statement 
number fourteen. That says it all right there. Regardless if the State Department 
of Education accepted it or not, they shouldn't have taken it because it says here 
that it is required by a certified auditor or accountant for an audit on their books. 
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353 
354 SM: Alright, you indicated that that law was passed what year again? 
355 
356 LR: 1976. 
357 
358 SM: And in two thousand and six, you submitted an insert, which I have, and that 
359 was fine, by the State Department. 
360 
361 LR: You know what I just said while ago? It was not really being enforced and it's 
362 probably been there for ten years? That's basically w~at I just said, it's not really 
363 been enforced. But now, it is being enforced. 
364 
365 SM: And, just so I'm clear here, did you have any letter that was forwarded to 
366 the school telling them before two thousand and eight that they had to do an 
367 outside audit? 
368 
369 LR: Yes. 
370 
371 SM: You do? 
372 
373 LR: I feel sure we have cause we have been in communication with her the last 
374 couple of years. That's why we got a qualified opinion. 
375 
376 SM: Well, I'm talking about two thousand and six, did you send a letter to them? 
377 
378 LR: You said two thousand eight. 
379 
380 SM: Well, in two thousand and six, did you send them a letter saying that what 
381 they submitted was not enough? 
382 
383 LR: I said two thousand six, you said two thousand eight, though. 
384 
385 SM: Let me ask you this. In two thousand and six, did you send them a letter 
386 saying that what was submitted to you was not sufficient enough? 
387 
388 LR: No. I accepted it. 
389 
390 SM: Alright, in two thousand and seven did you send them a letter? 
391 
392 LR: No. I don't think so. 
393 
394 SM: Are you aware that the charter school law requires you to, the district that 
395 is, since you are a representative of the district, to do and accounting and audit 
396 of the school each year? 

J~ /8 
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397 
398 LR: Us do an audit? 
"399 
400 SM: Just general, not only of its finances, but of its programs, both academic and 
401 financial a~d otherwise. Are you aware ofthat? 
402 
403 LR: I know we're supposed to review academically but we accept basically their 
404 report card ... their report card has been satisfactory so that has not been an 
405 issue. What we are questioning is their financial status. 
406 
407 SM: What made you question their financial status? 
408 
409 LR: The fact that we couldn't get an audit report from them. A certified audit 
410 report for the last two years. 
411 
412 
413 

SM: You indicated that you retained Elliott Davis, is that correct? 
/' 

414 
415 
416 
417 

LR: That's correct. 

SM: And you, did the district pay for it? 

418 LR: Yes. We did. 
419 
420 SM: Did they take the money out of the allocation that was .... 
421 
422 LR: Yes, yes we did. 
423 
424 SM: So you took the funds that was allocated to the school and you had an audit 
425 done for them. 
426 
427 LR: That is correct. 
428 
429 SM: Did they get an input in selecting who the auditor would be? 
430 
431 LR: No, they employed an auditor o~t of North Carolina and I think she worked a 
432 couple weeks and then she resigned as the auditor for PYA. 
433 
434 SM: Do you have any evidence of that? 
435 
436 LR: Excuse me? 
437 
438 SM: Do you have any evidence of that - that she worked for a couple of weeks 
439 and then resigned. 
440 
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LR: Ah, yes, Ms. Burgess .... 

SM: I'm asking you, if you have any evidence ofthat? 

LR: No, because I didn't engage the person. Only by word of mouth did we have 

this conversation. 

SM: In two thousand and six, two thousand and six year and two thousand and 
seven year when you had an insert as part of your audit, did you get a letterfrom 
the State Department saying that that was not sufficient? 

. LR: (RESPONSE, IF ANY, WAS NOT AUDIBLE) 

SM: Knowing that, why didn't you include an insert in the two thousand and 
eight financial audit you sent to the State Department? 

LR: Because they wouldn't accept it. 

SM: Did they send you a letter stating that would not accept it? 

LR: Uh, they sent the Superintendent, I'm pretty sure, one. 
SM: You're sure that they sent him one, or you're just guessing that they sent 
him one? 

LR: Let me just ask him. 

SM: Do you know a round what period that letter was sent to the 
Superintendent? 

LR: I started working with Palmetto Youth Academy like in April tryingto acquire, 

talking about getting their audit from them, between April and May, from the 
prior year. And, I worked with them all during the fall and was not able to get 
their audit report and then that's when we started talking about getting 
someone to actually sit down and do their books for them and then we talked 
about uh, actually engaging an outside auditor from another firm say' from the 
beach to actually audit the books that they compiled the books. That's kind of 
the way it went. And it's my understanding they didn't have any funds to pay for 
an auditor. 

SM: My question to you again was about what time do you think that the letter 
was sent from the State Department indicating that what you submitted in the 
past was not acceptable. 
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LR: I don't recall that right off hand, but I mean I can go back and look at the 
records and I'll be glad to provide that for you. 

SM: Thank you. 

LR: Now, she also received a letter from the State Department of Education, too, 
stating the requirements, too and I just read the requirements as well. They had 
to have mailed her a letter too, stating the requirements. 

SM: In your opinion, do you think this is a problem thatcould be fixed? 

LR: I think anything can be fixed, if there is willingness there for assistance. I 
think there is a letter in your packet where I stated that I would actually go over 
there and sit down and help them set up. their set of books. I think that letter is 
in ,there, that I would show them how to do their books the way it should be 
kept. 

SM: Just bear with me, I'm trying to look for the letter, sorry. I just can't find ,it, 
but, I'm looking casually, so I can't say you didn't send one, but I just can't find 
one. If you can, just let me know but I'll go ahead and ask you a question but 
give me som'e time to look at it. 

LR: It's not in here. 

SM: Ok. To date, tell me ai1V impact that this qualified opinion has had on the 
district. 

LR:Well, anytime you sell bonds for ... (not audible, coughing into the 
microphone prevented statement determination) ... the first th,ing they want to 
know is if you have a qualified or unqualified opinion and that has an adverse 
effect on your ratings. It's just that it is unfavorable. 

SM: My question is, to date, do you have any indication that this has affected 
the district any? 

LR: Well, it doesn't prohibit you from selling bonds because you get a qualified 
opinion. You can still go out and do the same thing. It just causes the interest 
rate to cost you more. 

SM: Since this qualified opinion, have you tried to sell bonds that have cost the 
district more? 

LR: Well, you won't know that because you would have had to have had an 
unqualified opinion at the same time you had a qualified opinion to tell the 
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difference. But right now, we have an unqualified, a qualified opinion so we 
can't compare. 

5M: Is it only that, do you, uh, based on what you are saying, the reasons for the 
unqualified, for the qualified opinion, sorry, are you criticizing Palmetto Youth 
Academy as being the sole reason for an unqualified opinion?, 

LR: That is correct. 

5M: And I'm looking at the two thousand and nine audit, if you can look at the 
last page ... the last two pages, eight-six and eighty-seven, they give uh, the 
auditors give three things that they found problems with and Palmetto Youth 

. Academy was just one of them, is that correct? 

LR: That is correct. 

5M: 50, Palmetto Youth Academy was not the sole reason for an unqualified 
opinion, is that correct? 

LR: Yes it was. 

5M: Is that your opinion? 

LR: No, yeah it is the reason. 

5M: 50 the other reasons listed here just don't matter? 

LR: There are findings, but they won't qualify you to have a qualified opinion. 

5M: Do you know what qualify .... 

LR: This, this is a major, uh, exception to the audit report. You cannot, I've been 
doing this business a long time, you cannot have an audit report where the 
auditor is not going to find some exceptions, ok? They're gonna find a few 
exceptions, but having a component even missing is not acceptable if you want 
an unqualified opinion. And, I think we just stated a while ago in reading the law 
of 1976 that I just read to you. 

5M: 50, in your opinion, cash not properly reflected in the financial statements. 

LR: No, it's immaterial, it's an immaterial amount. 

5M: What is your definition of an immaterial amount? 
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LR: It's not a significant amount of money. 

SM: How much money are we talking about here, in this case? 

LR: Probably five thousand dollars, 

SM: What would you consider a significant amount of money? 

LR: Well,it's more than five thousand dollars. I mean you have a one hundred 
and six million dollar budget. 

SR: So, five thousand is the threshold and not Significant? 

LR: Well it's not a significant amount to warrant a qualified opinion. If you're 
talking about my own, it's a lot of money, but for a one hundred and six million 
dollar budget, it's not. 

SR: And, again, just so I am clear, the threshold for a significant amount is five 
thousand dollars? 

LR: No .. 

SM: What is the threshold? 

LR: You'd have to ask the auditors. 

SM: Ok. Did you ever attempt to submit the two thousand and eight documents 
that you got from PYA with your audit to the State Department? 

LR: We called them about it and they said they would not accept it and they 
were in communication with PYA. 

SM: Did you send them, or do you have any note or evidence of that 
communication? 

LR: Other than the fact that it was talked over the telephone. 

SM: Alright. Then that's all the questions I have for you at this time. Thank you. 
DLM: When you as the financial officer get an audit report, the district gets it, do 
you look first to see if it is a qualified or unqualified report? 

LR: Yes sir, that's the first thing you look for. 

DLM: And that would be what you would call a clean letter ... 



" 

616 
617 
618 
619 
620 
621 
622 
623 
624 
625 
626 
627 
628, 
629 
630 
631 
632 
633 
634 
635 
636 
637 
638 
639 
640 
641 
642 
643· 
644 
645 
646 
647 
648 
649 
650 
651 
652 

. 653 
654 
655 
656 
657 
658 
659 

LR: Yes, sir, that's the way it is often described when you get an unqualified 
opinion, that you have a clean audit. 

DLM: So, that's the first thing you look for? 

LR: Yes, sir. It is first and foremost. 

DLM: Then, when you've got this sentence in this one that you just read to us, 
then this is a qualified report. That keeps you from having an unqualified report, 
right? 

LR: It's qualified and also undesirable. There's eighty-five school districts in South 
Carolina and probably only a handful of them have a qualified opinion, at most. 

DLM: Alright. 

PS: Thank you, sir. 

DLM: Butch Whiddon, please. I believe the Board knows, but for the record, 
please state your name, position, and involvement with Florence School District 
One. 

Mr. Butch Whiddon, (BW) Baird & Company, CPAs, LLC) - I'm Butch Whiddon. 
I'm the audit partner with Baird & Company. We're in Augusta, Georgia and 
we've done the audit for Florence School District One for the past five years. 

DLM: In doing the audit, what did you find out about Palmetto Youth Academy 
as a component of the school district? 

BW: We, uh, determined by inquiry and, uh, from information received from the 
State Department of Education that it qualifies as a component unit of the 
district and should be included in the financial statement. 

DLM: So as a component, you are required to disclose whether its finances are 
what they should be. 

BW: Yes, sir. That's basically what it is . 

DLM: all the standards are the same among districts, right? 
BW: By generally accepted accounting principles and State statutes they are 
required to suffer through the same audit procedures on the same level as the 
____ (inaudible). 
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DLM: let me get you to read the letter you wrote tell us about that sentence in 
there that carries it over from being a clean report to a qualified one. 

BW: It's the third and fourth paragraph on page one and basically we state that 
the district 
_____ the specific financial statements of Palmetto Youth Academy, 
which isa component unit and that because this information was not presented 
in the financial statements, they can an except for opinion and the difference, 
there are three or four levels of opinion. The unqualified opinion, which is a 
clean opinion means that the statements are fairly stated according to generally 
accepted principles of the United States. The qualified opinion would be an 

. except for opinion stating that they are fairly stated except for, and in this case, 
it would be Palmetto Youth Academy. And then you also have an adverse 
opinion, which would mean the financial statements did not conform to the 
generally accepted principles. Then you would have a disclaimer opinion which 
would be you are unable to form an opinion. So this is a qualified opinion. 

DLM: In the business world, a qualified opinion presents problems. 

BW: It can cause problems, yes sir. 

PS: Ok. 

SM: Thank you, sir. Could you please, tell us when you arrived at the decision 
that PYA was a component unit? 

BW: Uh, it was through information received from Mr. Rabon and from the State 
Department of Education. 

SM: Ok. When did you receive that information? 

BW: Three years ago. Two or three years ago. 

SM: Alright. I am looking at your two thousand and seven report. First of all, 
what is a component unit, legally, what's a component unit? 

BW: A component unit is a legally separate organization for which the elected 
officials ofthe primary government are finanCially accountable. In addition, it 
can be other organizations for which the nature and significance of the 
relationship of the primary government are such that exclusion can cause the 
reporting entity's financial statements to be misleading or incomplete. 

SM: And you are reading what, what are you reading? 
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BW: You asked me what defined them as a component... 

SM: Yes, you are reading from a document. I'm trying to find out what 
document you are reading from. 

BW: This is ___ -', it comes right from GASB14, paragraph 20. 

SM: Ok. Thank you. What's a blended component unit? 

BW: A blended component unit is one that would be considered ... a good 
example would be a department like component unit or department like 
function within the government vs. a separate entity. 

SM: In, in two thousand and seven report that I'm looking at, your report, you 
define the component unit to be a legally separate organization for which the 
district is financially accountable. The district is financially accountable for an 
organization if the district appoints a voting majority of the organization's 
governing board. Alright? And then, and that's the first thing the district appoints 
members or the organization voting board. And then you give, you list two other 
elements. The district is able to significantly influence the programs and services 
performed and/or provided by the organization. In this case do you know if the 
district appoints the Board of Directors of PYA? 

BW: I, I don't know. 

SM: Ok. If they don't, would that take them out of the realm of being a 
component unit? 

BW:No. 

SM: Why not, since you .... I'm using your definition? 

BW: Would you like for me to read it again? 

SM: Well, are you saying that the one, the one you wrote previously, the report 
previously was wrong? 

BW:No. 

SM: Ok. So based on the definition which is on the audit which you provided, 
based on your definition, does PYA meet the definition of a component unit? 

BW: Those are the financial statements of, those footnotes were written by 
__ -" and are the responsibility of the district and not me, so any departure 
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there, and I don't think it would be material, uh, those are their statements, I, 
the only thing we have in the financial statements are our letters, so I can't take 
responsibility, or at least I can't take complete responsibility for the wording of 
those footnotes. We felt like those footnotes were materiallycorrect and uh, as 
to whether that suits you or not, I don't know, but I know the definition of a 
component unit. Part of it is financial accountability and that is what makes 
them, a part of what makes them a component unit and also the legal 
responsibility as a component unit. 

SM: Let me make sure I understand you correctly, sir. Are you saying that 
portions of this your audit that you submitted with your name in front of it really 
don't belong to you? Is that what you're telling us? 

BW: Financial statements are the responsibility of, or if you'll read page, or the 
first paragraph I think it explains it. The first paragraph on page one. In regards 
to the financial statement that was audited. But the financial statements are in 
our letters bring that out, are the responsibility of management, as a 
matter of fact, it's the last sentence in the first paragraph, these financial 
statements are the responsibility of Florence School District One's management. 
Our responsibility is to express an opinion on the finandalstatements 

SM: Ok. So, just so I understand you correctly, that definition actually canie from 
the district, not you? Is that what you're saying? 

BW: That's correct. It came from the district, but we do express the opinion on 
those financial statements that we consider to be fairly stated in relation to the 
financial statements. 

SM: The reason I'm harping on this is because the issue of component units 
makes a big difference in this case, right? You agree with me,right? 

BW: Well, it's about the component unit and I thought I was pretty clear in my 
definition of a component unit as it relates to PYA academy. 

SM: One of the two definitions must be wrong. Eitherthe one you are giving me 
in the book or the one in this audit because they are not identical., 

BW: Well, they may not be identical, but they're, they are, this is a copy ofthe 
GASB definition of a component unit right there. 

SM: I can't look at GASB, but I sure do have an audit from you, signed by you and 
your company and it defines it differently from what you are telling me tonight. 
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BW: I'm sorry. 

SM: Now, did you ever receive from the district any ofthe inserts that was titled 
two thousand and six, two thousand and seven audits that were sent to the 
State Department, from PYA that is. 

BW: We received some information, and I can't remember what year it was that 
we discussed at length ... the issue the year before from two thousand eight, the 
only copies which we saw any information from. 

SM: So you didn't see one in two thousand and six? Alright, you don't know if it's 
inserted in fact in the audits thatwere sent to the State Department, you don't 
know that. Do you know who inserted it? Would you have made a difference if 
you saw it? 

BW: Uh, I don't know. 

SM: Have you ever seen any financial reports from PYA? 

BW: I have. 

SM: Alright, which one have you seen? 

BW: It was not this past .... not two thousand nine, but two thousand eight, I'm 
pretty, I, I think that's correct. 

SM: Without not seeing any documents from PYA for two thousand and six, you 
still gave the school district a favorable opinion, is that correct? Is that a yes? 

BW: Yes. 

SM: Ok. And, if you have not seen any report from PYA from two thousand and 
seven you still gave the district a favorable report. 

BW:ldid. 

SM: And, in two thousand and eight, you still didn't see any report from PYA 
based on your testimony and this time, you decided to give them an unqualified 
opinion. Why? 

BW: Based on the information we had, we felt like the opinion was justified. 

SM: Well for year one, you say you have no information, year two, two thousand 
and seven, you have no information, two thousand and eight, you have no 

1~)8 



., 

836 
837 
838 
839 
840 
841 
842 
843 
844 
845 
846 
847 
848 
849 
850 
851 
852 
853 
854 
855 
856 
857 
858 
859 
860 
861 
862 
863 
864 . 
865 
866 
867 
868 
869 
870 
871 
872 
873 
874 
875 
876 
877 
878 
879 

information, yet, year one your opinion was favorable, year two your opinion 
was favorable and year three, your opinion was ~ualified. What has changed? 

BW: We became aware that they were indeed a component unit ofthe financial 
district and that they should have .been displaying their financial statements with 
the district. 

SM: And again, you became aware because you said the district told you that, is 
that what you said? 

BW: The district as well as the State Board of Education. 

SM: Did you have any letter from them telling you that? 

BW: No. This was a phone call. Or, it was basically the school told us and then I 
got in touch with the Department of Education to clear up some information. 

SM: When you got that information, did you tell the State Department that 
based on the definition you have here, that that don't fit the component unit? 

BW: No, they told me they did fit the definition. 

SM: No, I'm talking about based on the definition you have in your audits they 
don't qualify as a component unit. 

BW: That's your opinion. 

SM: I didn't prepare the audit, sir, you did. 

BW: I don't know how you're interpreting it. I'm telling you it's a component 
unit. 

SM: You want me to show you? 

BW: No, 1.. .. 

SM: Hmm, ok. Thank you sir, that's all the questions I have. 

DLM: Mr. Whiddon, what is your understanding of how Palmetto Youth 
Academy gets funding? 

BW: Through the school district. 

DLM: And in turn comes from the State of South Carolina? 
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BW: Yes, sir. 

DLM: And, uh, the school district amounts to a pass through for funding for its 
operations? 

BW: Uh, not all, property taxes and some other funding. 

DLM: Well, the school district is the conduit of these funds and that affects it as a 
component of the school district. 

BW: Yes, sir. 

DLM: So the school district gets money for all its programs apart from Palmetto 
Youth Academy and they have to account for those monies. 

BW: Yes, sir. 

DLM: And there's money that goes that way that also has to be accounted for. 

BW: Yes, sir. 

SM: Just a quick follow up. You must have realized in two thousand six that 
money was passing through the school district to go to Palmetto Youth 
Academy, didn't you? 

BW: In two thousand six, I don't think I did. 

SM: You didn't? How about two thousand and seven? 

BW: I thinktwo thousand and seven was when some of the information came in 
and it was specific . (Inaudible) 

SM: And when the money wentthrough to the charter school and you didn't 
inquire as to how the money was done or if an audit had been done and give 
them an unqualified opinion? 

BW: The expenditures were recorded and the expenditures to the school were 
recorded on the books of the district. The uh omission was uh, if it was an 
omission, was that uh the expenditures of the Youth Academy were not 
explained. 
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SM: And, so that gave you, that didn't bother you any? You were not aware 
though that your audit, there was an insert again from Palmetto Youth 
Academy? 

BW:(response inaudible) 

SM: Thank you, sir. 

DLM: Mr. Grow, please. Mr. Grow, you are with Elliott Davis auditors?· Could 
you tell us about your organization? 

Mr. Tim Grow (TG), CPA with Elliott Davis Auditors, Myrtle Beach, s.c. -I am an 
auditor with Elliott Davis. I've been with the company for thirteen years and 
have spent most of that time auditing schools and over the last several years, 
charter schools. 

DLM: Were you engaged for services by the school district for Palmetto Youth 
Academy? 

TG: Yes, I was. 
DLM: Can you tell us about that engagement? 

TG: I was engaged by both the school district and the charter school to audit the 
books and records, financial statements of the charter school and I began the 
process. The information in the gathering stage made the determination that the 
procedures I was going to have to employ would require me to violate some 
independent standards, in other words, I was going to have to employ some 
procedures that would violate my professional standards and that's when I 
decided that I needed to resign from the case and I was precluded from doing 
additional work. 

DLM: Did you find deficiencies in how their records were kept? . 

TG: Well,like I said, I was still in the information gathering stage, but one of the 
things that clearly made it difficult for us to go through was the fact that the 
activities ofthe Charter School and I believe Palmetto Services were being run 
out of the same cash account. That was certainly one of the biggest things and 
we were engaged over the June 30, 2008 year- end financial statements and 
when you employ procedures such as this you've got to get comfortable with the 
beginning of the year balances. We were hoping that, I guess the volume of the 
transactions that occurred as it related to Palmetto Youth services wouldn't be 
significant, but the more information that became available to us, it was clear 
that that would not be the case, you know, we were not going to be able to get 
comfortable with the opening balances and it was going to require us to do 
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procedures that were beyondthe scope of what we were engaged to do to get 
comfortable, or to be able to unravel the two entities. 

DLM: So the two entities were being operated together? 

TG: Out ofthe same cash account, correct. 

DLM: Palmetto Youth Services, do you know the nature of that entity? 

TG: Uh, I really don't. 

DLM: It is not a charter school? 

TG: It'is not. Not to my knowledge. 

DLM: It is something else other than a charter school. 

TG: That's correct. 

DLM: And your problem was you are familiar with charter schools and this is 
something else? 

TG: Yes, sir, that's correct. 

DLM: And you, uh, related all ofthis in the letter of January 26, 2010? 

TG: That's correct. 

DLM: I think that letter is in the file. The public will follow that in your letter of 
January 26, 2010, paragraph three .... Read that for us. 

TG: Item number three? 

DLM: Yes. 

TG: "The-funds of the charter school appear to have been co-mingled with 
another entity." 

DLM: And that's where you wrote your analysis of what the problem was. 

TG: Yes, that was certainly one of them. Obviously as I stated in the other three, 
those were additional. Being unable to get comfortable with the opening 
balances, which in large part was the result of those two entities being 
intertwined made that difficult to get a cut-off on that year. That's correct. 
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DLM: And the others, 1, 2 and 4, also. 

TG: That's correct. 

DLM: Thank you. 

SM: Tell me, how many charter schools do you work with? 

TG: Uh, roughly a dozen. 

SM: And, in those dozen schools you work with, do you, who engages you to 
work for them? Does the charter school engage you to work for them, or does 
the district engage you to work with the charter school? 

TG: The charter school. 

SM: Did you find this was an unusual arrangement that the district was the one 
who actually engaged you? 

TG: When I was called, I was made aware that this charter school had not been 
audited, uh, that in the district's oversight, they felt compelled to encourage that 
to happen and they asked would I be willing to be involved, so after my 
conversation with the district, I called Ms. Burgess. And that's why, so there 
would not be a conflict on my end, I made sure that I was being engaged by both 
parties. 

SM: Did you have an engagement letter ... 

TG: Yes, yes I did. I have a copy with me, I'm sorry, yes I have. 

SM: Let's take this step by step. You said you got to the point where you felt 
uncomfortable. What did you mean by that? Why did you feel uncomfortable? 

TG: It was clear, uh, our professional standards are fairly clear on what we can or 
cannot do, and once we start preparing or doing certain procedures that we 
consider a management function that would impair our independence and to go 
further, to be able to render an opinion on what we were provided, we were 
going to have to do that. 

SM: Did you have to perform any kind of management services· for Palmetto 
Youth. 
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TG: Once again, in my estimation when I was at that pOint, when I made the 
decision that I was going to have to resign because I was not going to be able to 
be an independent third party. 

SM: Tell me, it is my understanding that Kelley-Moser Consulting had been 
retained to do their books, are you aware of that? 

TG: Yes, I am. 

SM: And so, why would that require you, knowing that Kelley-Moser Consulting 
was there preparing their books so that you could audit them, how does.that put 
you, make you cross that line? 

TG: Once Kelley-Moser completed their procedures, I reviewed the data that 
they provided and recognized that a significant element of what remained could 
not be unraveled. 

SM: Tell me, what are those Significant elements. 

TG: There was a large block of both revenue and expenditures that were 
attributable to Palmetto Youth Services, but there was no evidentiary matters 
for that. 

SM: Did you ever find out what Palmetto Youth Services is all about? 

. TG: I've had obviously more than one conversation with Ms. Burgess about that, 
but knowing that what I was being engaged to do was audit the charter school, it 
wasn't my, it wasn't on the list of priorities to accomplish in the information 
gathering stage. 

SM: Uh, did you ever review the 501C documents for Palmetto Youth Academy? . 

TG: I believe we obtained a copy of that, well. one of our issues was if Palmetto 
Youth Services or Palmetto Youth Academy could be an entity under the guise of 
Palmetto Youth Services. Once again, in the information gathering stage we 
knew that was a hurdle that we were going to have to cross to make sure that 
we understood the nature of that relationship, but these other items seemed to 
be of higher importance and once I made the determination that I was going to 
be unable to proceed based on that, I didn't go any further with that 
determination. 

SM: Ok. Alright, in your letter, you said, terminating your services with Palmetto 
Youth Academy, you said, or you indicated that urn, that in order for us to render 
an opinion on your financial statements, we needed sufficient, competent 
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evidential matter which supports the financial statements. What document 
didn't you receive that supports their financial statements? 

TG: A lot ofthe, there was no support .... 1 mean some ofthe documentation that 
we asked for, we did not receive is how the school accounted for the food 
service, how the school accounted for the IDEA services provided to the school 
by the school district. The breakout of the revenue and expenditures according 
to the state department guide is that if the school, uh, what the school owns, its 
fixed asset-wise was not able to be determined it was not able to be segregated 
between the school and Palmetto Youth Services, what the opening balances, if 
there were, I had no way of knowing, I had no evidence as to what those opening 
balances cash, there were no fixed assets reported. It appeared that there were 
no accruals for vacation or payroll, none of that information was provided. 

SM: Is it possible that an entity may not have assets? 

TG: Is it possible? Sure. 

SM: And did they tell you that they did not have any assets? 

TG:No. 

SM: Did you ask? 

TG: Yes, I did. They clearly had assets. We were making the determination if 
those assets were material or not. 

SM: Alright. 

TG: And, whose assets they were, whether those assets were acquired by f.unds 
of the charter school or by funds of Palmetto Youth Services. 

SM: Did you at any time track the funds that the school received from the district 
to make sure that they were expended in accordance with the budgets that the 
school had in place? 

TG: As I indicated earlier, we were primarily still in the information gathering 
stage and I had not gotten to that yet .. 

SM: How much were you paid for these services? 

TG: I don't recall. I'd have to look. 

SM: Give me a ballpark. 
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TG: I'd say right around ten thousand dollars. 

SM: So, you got ten thousand dollars ofthis school's money and you didn'tdo 
anything for them beside send them a letter to withdraw? 

TG: This cycle took place over ten months. We visited the school on many 
occasions. One of the first things we have to do is gain an understanding of the 
entity. There was a certain education process we had to go through. It was my 
understanding that it was Ms. Burgess' first time going through an audit. There 
was a lot of start, stop, restart asking for information to get the information and 
realizing it wasn't really answering the question we had asked, that sort ofthing. 

SM: Was that a flat fee or an hourly fee? 

TG: We gave an estimate on what we thought it would take to, in our 
engagement. 

r 
SM: You didn't answer my question. Was that a flat fee or an hourly fee? Do you 
bill them by the hour or do you have a .... 

TG: I bill as I progressed with an anticipated cap. 

SM: What was the anticipated cap in this case? 

TG: Twenty-thousand. 

SM: Ok. You do work for the Carolinas School for Inquiry? 

TG: Yes, I do. 

SM: Fine school, huh? 

TG: Yes, it is. 

SM: I'" tell my wife you said that. What is the cap for their audits? 

TG: Each situation is unique. It depends on the circumstances. 

SM: What are those circumstances? 

TG: Uh, have they ever been audited before, what kind of shape their books and 
records are in, the knowledge, the competency of the people that we're dealing 
with. 
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5M: So, in talking to you and listening to you, please correct me if I'm wrong, 
does that mean tha·t the first time the school goes for an audit is a lot more 
expensive than the second time? 

TG: Sometimes, every situation is unique. 

SM: What's·the general package for audits you do for charter schools, not just 
PYA? I knew your package for PYA was twenty-thousand, but what is a general 
ballpark package for charter schools, an average? ' 

TG: They vary. Anywhere from twelve to twenty-thousand dollars. 

SM: So the max is twenty-thousand dollars? 

TG: Not necessarily. 

SM: What is the max so far? 

TG: Uh, I think I've done one that cost twenty-four thousand. 

SM: What school was that? 

TG: I'd have to look; I don't recall. 

SM: How many students did they have? 

TG: I don't remember. I'd have to see which entity that was. 

SM: Do you know how many students Palmetto Youth has? 

TG: Not off the top of my head, no. I'm sure I have that information somewhere. 

SM: So, let me make sure I understand you correctly. You have two engagement 
letters, right, one with the district and one with whom? 

TG: With both of them. 

SM: So, both ofthem signed? 

TG: Right. 

5M: And that, in your opinion is an unusual occurrence? Right? 
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TG: Yes. 

SM: Who issued a check? 

TG: I'm sorry? 

SM: Who issued a check to pay you? 

TG: The school district. 

SM: Did you receive any opinion from Kelley-Moser. Consulting about the 
records? 

TG: Did I receive an opinion? No. 

SM: And Kelley-Moser Consulting does work for numerous other schools, you 
believe? 

TG: Yes. 

SM: You work with them on a regular basis? 

TG: That's true. 

SM: And, did they have any difficulty that you know of in putting these records· 
together for you to review? 

TG: You'd have to ask them. I don't know. I was provided the information, I don't 
know. 

SM: They didn't at any point tell you that, hey, this is just an unusual situation 
and we can't get these documents together so that you can review them. Did 
they? 

TG: I'm not sure I understand your question. 

. SM: Kelley-Moser Consulting didn't tell you that, I mean you work with them 
with all these schools, I don't know if you said how many schools that you 
worked for, how many schools. In all ofthese instances, you worked with Kelley­
Moser Consulting, right? 

TG: In a lot of cases, yes. 

SM: Ninety percent ofthem, you think, about ninety percent? 
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TG: I don't, uh, percentage-wise, I don't know. 

SM: But fora lot ofthem you work with Kelley-MoserConsulting, is that correct? 

TG: Yes. 

SM: In this scenario, though, Kelley-Moser didn't tell you or indicate in any 
shape, form or fashion that these documents are just irreconcilable, did they? 

TG: No. 

SM: Alright. They are the ones that usually reconcile those document~ and then 
send them to you for audit, is that correct? 

TG: Generally speaking. 

SM: And, they did send you documents in this case, didn't they? 

TG: Yes, they did. 

SM: Thanks, that's all the questions I have for him. 

DLM: Mr. Jackson, please. 

DLM: Mr. Jackson, as Superintendent of schools you had communications and 
contact with Palmetto Youth Academy. 

U: Yes sir. 

DLM: You have a file with correspondence? 

U: Yes, sir. 

DLM: Was there a letter sent back in June 19th
, 20017 

U: Yes, sir. 

DLM: And, that's in the file .. 

U: Yes, sir. 

DLM: Has this been ongoing since .... 
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U: Since that time, yes, sir. 

PS: Do you have any questions? 

SM: Yes, I was trying to review the letter he made mention of, sorry. Mr. Jackson, 
the letter of reference from 2007 didn't have anYthing to do with the audit, you 
just told them that the law had changed, is that correct. 

U: Right, but it also specifies by the number of bullets that I included in the letter 
specify, if I may; Dear Mrs. Burgess, In 2006, the Charter Schools Act was 
amended. One of the changes to the Act requires any school board sponsoring a 
charter school to annually review the charter school's performance and 
compliance with applicable legal requirements. Specifically, this annual review 
requires a sponsoring school board to annually evaluate whether the charge 
school (1) committed a material violation of the conditions, standards, or 
procedures provided for the charter application; (2) failed to meet or make 
reasonable progress, as defined in the charter application, toward pupil 
achievement standards identified in the charter application; (3) failed to meet 
generally accepted standards for fiscal management; or (4) violated any 
provision of law from which the charter school is not specifically exempted. The 

. amendments to the act also require that, if the school board determines the 
charter school did fail in any ofthe above four areas, then the charter must be 
revoked. Further, the annual review should be completed so that a school board 
can take appropriate action prior to the start of the next school year. Because 
the Act requires a sixty day notice of termination period, a school board should 
complete its annual review as soon as practical after the end of the school year. 
To assist the district and board in carrying out the annual review process, please 
provide the district a report addressing the above listed four areas of 
compliance. Specifically, please describe in detail (1) any reports or charges 
against Palmetto Youth Academy asserting facts that, if true, would constitute a 
violation of the conditions, standards or procedures provided for in the charter 
agreement. (2) The progress of Palmetto Youth Academy's students toward 
public achievement standards identified in the charter agreement. (3) How 
Palmetto Youth Academy has met generally accepted standards for fiscal 
management. (4) Any reports of charges against Palmetto Youth Academy 
asserting facts that, if true, would constitute a violation of a provision of law 
from which Palmetto Youth Academy is not specifically.exempted. Please 
provide the District this information as soon as possible, but no later than July 3, 
2007. The district appreciates your attention to this request,and once this 
information is received, provided no additional information is deemed 
necessary, the matter will be referred to the school board for action on Palmetto 
Youth Academy's annual review. 

SM: Did they submit those documents to you? 
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U: All save, as was stated previously, we use their report card as a means of 
determining pupil accountability, so all was done save the audit. 

SM: Alright, and did you send them a letter at that time telling them they need 
to do an audit? 

U: Uh, I had a conversation with Ms. Brown-Burgess and she subsequently met 
with Mr. Rabon to see if we could resolve this but we did not get any resolution 
at that time. 

SM: And this was for the academic year 2006-2007, is that correct? 

U: That is correct. 

SM: Are you aware that for the year 2006-2007 she actually did submit financial 
statements to somebody at the district, Mr. Rabon or you. Are you aware of 
that? 

U: I am, yes. 

SM: And are you aware that the financial documents she forwarded to you was 
included in the 2007, in your 2007 audit? 

U: I am, yes. 

SM: And so, at that point, my question to you again is did you find those to be 
unacceptable? 

U: Not at that particular juncture. 

SM: Ok. So back to my original question. Did you send a letter to tell them that 
that was not acceptable? 

U: There is a letter that was sent by Shelley Kelly at the State Department, legal 
counsel at the State Department, that is in your packet as well. 

SM: Yep. I'm asking about 2007. 

U: I'll reference that in a minute. 

SM:Ok. 

R 'II 



'. 

1404 U: I spoke to Ms. Brown-Burgess about the 2007 letter that I just referenced 
1405 trying to resolve the matter. There was no correspondence;. it was a 
1406 conversation between the two of us. . 
1407 
1408 SM: And ofthat academic year, with the documents she had forwarded to you' 
1409 and based on the Act you cited, everything was fine, is that correct? 
1410 
1411 U: Yes, sir. 
1412 
1413 SM: Tell me what happened then in 2008 that things changed so drastically. 
1414 
1415 U: That's when I became aware of a conversation with Mr. Rabon and the 
1416 auditor that we had that they were defined as a separate component needing a 
1417 separate audit. 
1418 
1419 SM: Did you ever inquire from the auditor what changed between 2007 and 
1420 2008? 
1421 
1422 U: No, I did not. 
1423 
1424 SM: You are aware that in 2008, Palmetto Youth A~ademy submitted the same 
1425 kind of report they had submitted in the previous year, correct? 
1426 
1427 'U: Yes. 
1428 
1429 . SM: Are you equally aware that this time around, though, uh, that report was 
1430 not inserted into the district's final audit? 
1431 
1432 U: Right. 
1433 
1434 SM: Do you know why it wasn't inserted this time around? 
1435 
1436 U: I do not other than the fact that I was told it needed to be submitted 
1437 separately. If I may, subsequent to that, I met With again, counsel with the State 
1438 Department sometime early in 2009, because when I spoke with Ms. Burgess, 
'1439 she indicated that she felt like she did not have to submit an audit, again 
1440 referencing based on the questions that you have asked me. So, in order to be 
1441 clear, I went to the State Department of Education and talked with their legal 
1442 counsel as to what the actual requirement was. So, at that point, I received a 
1443 letter back from Shelley Kelly dated March 31, 2009 which states: You asked for 
1444 guidance from the South Carolina Department of Education regarding the 
1445 requirements for a charter school to submit an audit to its sponsoring school 
1446 district. ,SpeCifically, you asked whether Palmetto Youth Academy, a charter 
1447 school sponsored by your district, is obligated to submit an audit to your district. 
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As of March 23, 2009, Palmetto Youth Academy had not submitted an audit. The 
South Carolina Code law 59-40-50 (B) (3) states that a charter school must 
adhere to the same financial audits, audit procedures, and audit requirements as 
are appli~d to public schools. In their charter application, Palmetto Youth 
Academy states that they will contract with a Licensed CPA with experience in 
school finance to provide financial:accouriting services and we will utilize a 
separate agency for auditing services and that's a quote from their charter 
school application. They continue to describe the audit in detail and state that it 
is anticipated that the annual audit will be completed by the due date imposed 

. by State statute. I am attaching a copy ofth~ page from their application that 
describes the audit. The charter school law states that the application becomes 
the charter contract once the charter is issued. Quote: an approved charter 
application constitutes an agreement and the terms must be the terms of a 
contract between the charter school and the sponsor." Therefore, the statement 
by Palmetto Youth Academy that th~y will provide the audit is part of the charter 
contract. The charter school law states that C - A charter must be revoked or 
not renewed by the sponsor if it determines that the charter school (1) 
committed a material violation of the conditions, standards, or procedures 
provided for in the charter application; (2) failed to meet or make reasonable 
progress as defined in' the charter application toward pupil achievement 
standards identified in the charter application; (3) failed to meet generally 
accepted standards of fiscal management, or (4) violated any provision of law 

. from which the charter school was not specifically exempted. The South Carolina 
Department of Education takes no position with regard to what action, if any, 
the Florence County School District One should take with regard to this matter. I 
am providing this information to you at your request to clarify the legal 
requirements regarding audits and the effect that failure to meet requirements 
of a charter contract may have on the charter. So, I think this shows that when I 
spoke with Ms. Brown-Burgess she was maintaining that she did not ~ave to do 
an audit and I'm hearing from my auditor that she did. SO.in order to get clarity, 
I went to the State Department of Education to ask them for an opinion, which is 
stated in this letter dated 2009. 

SM: Did she ever give you a reason why she felt they were not supposed to do an 
audit? 

U: I can't, I think, I can't recall exactly whatshe said. I think she just felt that she 
was not a component unit and did not have to do one based on the fact she did 
submit one the previous year other than the information that was inserted in 
your packet. 

SM: She didn't tell you that she got documents from the State Department of 
Education indicating that if she was receiving less than five hundred thousand 
dollars, she wasn't required to do an audit? 
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U: I don't recall. 

SM: Did she share that with you? 

U: I don't recall that, Again, that's why I went to the State Department for 
clarity. 

SM: If you look at your package, your letter dated April 9, 2009, the third 
paragraph, uh, if you're looking at that paragraph, does that refresh your 
memory as to why she felt they were not required to do an audit? 

U: Yes, it says in the winter of 2009, Mr. Rabon contacted you to ascertain the 
status of the audit for Palmetto Youth Academy. At that time you indicated that 
you had contacted the South Carolina State Department of Education and that 
they had informed you that you did not have to submit an audit to Florence 
School District One. Mr. Rabon immediately informed me of this situation and I 
scheduled a time for you and I to meet to discuss this. We met in your office at 
Palmetto Youth Academy and at that time, you indicated to me that you had 
received notification from the State Department of Education that you did not 
have to submit an audit to Florence School District One. We agreed that you 

, would forward a copy of the correspondence to my office the following day. 
Subsequent to that meeting, I did receive a copy of that correspondence. I 
scheduled a conference call with Butch Whiddon, Luther Rabon, Randy Koon, 
Assistant Superintendent for Curriculum and Instruction and Dr. Erik Lowry, 
Assistant Superintendent for Human Resources. I shared with our auditor the 
correspondence you received from the State Department of Education. Mr. _ 
Whiddon was resolute in his opinion that as a component unit as described by 
state law and in GASB 14, Palmetto Youth Academy is required to submit an 

, audit to Florence School District One. At the conclusion of the conference ca II, I 
instructed Randy Koon to contact the State Department of Education to seek 
clarity on this issue. Mr. Koon spoke with Melissa Austin, who indicated that she 
had forwarded that information to you in error ... 

SM: So, clearly, she had to receive something from the State Department. 

U: Yes, sir. 

SM: And, and from what you are reading, Ms. Austin stated that she forwarded 
that information to her in error, is that correct? 

U: That is correct. 
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SM: And she did forward a copy ofthat document which you received, is that 
correct? 

U: Yes, sir. 

SM: In your letter to Ms. Burgess dated March 18, 2010, um, you indicated that, 
informing her the board was going to revoke their charter, um, and you said the 
reasons were they failed to meet the generally accepted standards of fiscal 
management. What does that mean? 

U: That she did not submit an audit. 

SM: Where'd you get that definition out of generally accepted fiscal 
management means you submitan audit? 

U: Based on the GASB requirements as explained to me by our auditors and fro~ 
the letter that I received from Shelly Kelly at the State Department of Education. 

SM: Tell me of a definition that you know, if any definition that are in the 
statutes or regulations that explains what generally accepted standards of fiscal 
management means. 

U: I can't. 

SM: That's all the questions I have. 

DLM: (There was coughing and Mr. Mcintosh's question of Mr. Jackson was not 
discernible.) 

U: Yes, sir. 

DLM: That's all we have. 

PS: Alright, thank you sir. That would be the information from the district. 
Anything you wish to present to us I will be glad to hear if you have additional 
information you would like done at this time. 

5M: Yes, sir. I have, I think I gave a copy of some documents to the 
superintendent and I just Want to give you a copy of that. Honestly, I wasn't 
aware that this format was going to be the one that is taken here this evening. 
So more or less I have prepared the documents summarizing our position 
regarding the revocation and I will be glad to make those summations at any 
time the chairman feels appropriate. I did not intend to present any witnesses 
because I didn't plan for that. 
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ps: If you'll bear with me just a moment, I was just handed your packet. Let me 
just take a moment to see what's here. 

SM: Sure. 

ps: Ok. Um, the district has presented its information so I'll just leave it to you as 
to how you would like to proceed. Is this the only copy of the information that's 
available? 

SM: That's the only copy ... 1 have two copies and I was going to give one to the 
board and one to (could not determine the name). 

U: We'll get some copies made. 

SM: And, just so the record is clear, we did not know this format was so different 
from other school districts and if I'd known we were supposed to present I would 
have been glad to make sure we had that done. Usually that, honestly I prefer 
this format than the ones I've used in other charter school hearings where we 
come in there and present our information to the board and the school presents 
information and we present our information and supporting documentations as 
to why we feel the revocation, as to why the district should not revoke the· 
charter and ... 

ps: Why don't we do this. They are duplicating that packet so that all the board 
members will have that packet and while that's being done, if you'd like to 
summarize your position, I'm sure it is stated in writing as well, but you certainly 
can make a closing summary statement. Why don't we proceed in that fashion if 
that's suitable to you. 

SM: It's fine. I don't know what the process, sit, stand, does it make a difference. 

PS: Whatever your, you can sit. We can hear you just fine. 

SM: Ok. Thank you. 

PS: The request has been made that we go ahead and have your information 
before us before we hear from you. So why don't we take a ten minute recess 
and just be back in ten minutes and .let you proceed. 

PRESENTATION BY MR. MOKEBA WAS NOT HEARD 

Ok. We've been in executive session to discuss this matter. No action was taken. 
I'll entertain a motion that we return to open session. 
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Mrs. Suzette Reynolds, Board Member (SR): So moved. 

Mr. Willard Oorriety, Board Member (WO): Second. 

PS: Ok, it's been moved and seconded. Those in favor, please say aye. 

GROUP: Aye. 

PS: Just a couple of housekeeping matters before I entertain a motion or such 
motions as board members might choose to make. For our information and for 
notification purposes, we need to know that we have the current names and 
addresses of the current Palmetto Youth Academy Board. Do we have that 
information? 

U: I do not. 

PS: Could that information be provided to us. 

SM: Sure. 

PS: I believe that we would, you know, based on action taken, we would need to 
provide direct notification to the board members'. If you could provide that 
tomorrow to administration that would be optimal. Also, prior to taking that 
motion, I would again like to thank everyone for being here, for your attention 
and I would like to thank counsel and those who were witnesses and personnel 
on behalf of Palmetto Youth Academy for the information provided. Thank you 
for allowing us to um have the use and benefit of all the evidence and records 
which we had in executive session, th,e charter and other information that was 
utilized in our discussion. I do thank you for all of that and a'lI of that was to our 
benefit as we had that for our deliberation. At this time, I will entertain such 
motion or motions as the board members wish to make with respect to the 
action which is before us which is a request by the Palmetto Youth Academy that 
we reconsider the revocation of the charter which has been, uh, the notice for 
which had been provided by the district per earlier response. , 

Mr. Glenn Odom, Board Member (GO): Mr. Chairman, I make a motion that the 
board deny the appeal that's before us. 

PS: There's a motion made, Is there a second to that? 

WO: Second. 
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There's a motion made and seconded. Is there any discussion with respect to 
that? Seeing none, those in favor please say aye. 

GROUP: Aye. 

PS: Those opposed. 

Board Member (not identified): Opposed. 

PS: The ayes have that. Ok. Thank you for your presentation. The board did 
consider this matter and has acted on that. Thank you for your presence tonight. 

SM: Th~mk you. May I just ask, uh, inquire really, if copies of these be made so 
they become part of the record? For purpose of appeal? 

PS: Yes, if you would like for the district to duplicate that you can arrange with 
Mr. Jackson ... 

U: You can leave it with Mr. Rabon and we will see that he gets a copy. 

PS: Ok. 

SM: Ok. Thank you. 

PS: There are no other matters before the board this evening so we are 
adjourned. 

Recorded May 20, 2010 
Transcribed: August 26, 2010 
Respectfully submitted by: Cheryl S. Trudeau 
Executive Secretary 
Office of the Superintendent 
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CERTTFTED P1JBLTC ACCOUNTANTS & FTNANCTAL ADVTSORS 

Dr. Larry Jackson 
Florence School District One 
3 19 South Dargan Street 
Florence, SC 29506-2589 

Dear Dr. Jackson: 

John P. Gil/lOn, Jr., CPA, PFS, CFS, CVA, CF 
J.T. Cosnahan, CPA, CFE. CFF, FCPA, DAB 

Rep E. Ulhiddon, CPA, C 
Brenda F Carro/!, CPA, CFE, CiA. CICA, FCPA,CS. 

February 16, 2010 

Generally accepted accounting principals require that your financial statements include the financial 
infonnation of all of your component units, Palmetto Youth Academy is a component unit of District One, 
Palmetto Youth Academy did not provide us with audited financial statements to be included in your 
financial statements. 

Generally accepted accounting principals require that the component unit have the same level of attestation 
services as the reporting government unit, which is audited financial statements. 

Since we are not able to audit the Palmetto Youth Academy financial statements for the year ended June 30, 
2009, we are faced with a scope limitation. 

, 

Since we do not have audited financial statements for the year ended June 30, 2009 for Palmetto Youth 
Academy, you are not able to make the required financial disclosures on the financial statements of Florence 
School District One for the year ended June 30. 2009. 

Because of the above, we will alter our opinion on the financial statements of Florence School District One 
for the year ended June 30, 2009, 

Please note that this possibility has been discussed with management over the past year and a resolution was 
not forthcoming from Palmetto Youth Academy, 

Your staffhas been very diligentand patient in seeking a solution to this problem but has met with limited 
success for the past two years. 

Thank you so much for allowing our finn to help meet your independent auditing requirements. 

Pc..:..~ / C'~/' cAo/~ U(!' 

BAIRD & COMPANY, CPAS, LLC 
Certified Public Accountants 

" 

4210 Columbia Road. Buildmg 10. Augusta. Georgia 30907 I Telephone (706) 855-9500 I Telefax (706) 855-2900 (WWW.pplrt]cnll' COill) 
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". Or elliott davis 
January 26, 2010 

Palmetto Youth Academy Charter Schooi 
,CIO Yvonne Brown-Burgess, Executive Director 
1209 North Douglas Street 
Florence, South Carolina 2950i -0600 

Florence Public School District One 
CIO Luther Rabon, Chief Financial Officer 
319 South Dargan Street 
Florence, South Carolina 29506-2589 

Effective January 25, 2010, we have terminated our professional relationship with Palmetto Youth Academy Charter 
School and will cease to serve as Palmetto Youth Academy Charter School's auditors. We have reached this, 
decision reluctantly and after substantial deliberation. In our letter to you dated July 8, 2009 we indicated that in order 
Tor us to render an opinion on your financial statements, we needed sufficient, competent evidential matter which 
supports the financial statements. To date we do not feel that support has been provided, specificaliy: 

1. The records are not in the condition necessary to obtain the type of evidential matter required to form 
an opinion on the financial statements 

2. We would impair our independence and be unable to opine in any fashion if we performed the record 
keeping necessary to get Palmetto Youth Academy Charter School's books and records-to a sufficient 
condition 

3. The funds of the charter school appear to have been comingled with another entity 

4. Activity of the school for the periods prior to the year under audit appear to be unrecorded 

Our work to this point has consisted primarily of information gathering. We have not and will not issue any report on 
Palmetto Youth Academy Charter Schoo\' 

Our working paper fiies are the property of our firm, and will be maintained by us in accordance with our firm's 
record retention policy. 

We are sending all of the records provided to us from Kelley-Moser Consulting for Palmetto youth Academy Charter 
School to Yvonne Brown-Burgess. These include the following: 

i. Duplicate copies of checks 

2. ADP payroll recorcis 

3. Bank Statements 

..:. Disbursement voucher support 

Kind Regards, 

Timothy A. Grow, CPA 

Shareholder 

Rs-a 
Elliott uavis LL~. 202L! CorpOiate Centre Drive Suite 102. Nlyrtle 8eacr:. SC 2957-

Pnon2: S4·::-"4fJ.8.9825 Fa;:; bL(3-4fJ.8.983S www.elliottdavi3.con1 
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Florence Public School District One 
319 South Dargan Street Florence South Carolina 29506-2589 

~ Telephone: (843) 669-4141 Fax: (843) 292-1003 

Certified 

April 9, 2009 

Ms. Yvonne Brown-Burgess 
Executive Director 
Palmetto Youth Academy 
1209 North Douglas Street 
Florence, BC 29501 

Dear Mrs. Brown-Burgess: 

www.fsd1.org 

This letter is written in response to the correspondence you sent to me on March 18, 2009, and to 
the Florence School District One Board of Trustees on March 23,2009. Beginning in the fall of 
2008, Mr. Luther Rabon, Chief Financial Officer of Florence School District One, began 
dialogue with you regarding the 2007-2008 audit for Palmetto Youth Academy. At that time, 
Mr. Rabon suggested that you utilize the services of Baird & Company, CP As, LLC - the same 
firm that provides auditing services for Florence Sch09l District pne. Mr. Rabon indicated to, 
me that you declined the use of those services because you felt that the quoted price of $6,000 
was too expensive. You indicated that you would utiliz~ the services of an alternate source. 

In December of 2008, Mr. Rabon contacted you to share with you concerns from our auditor, Mr. 
Butch Whiddon. He scheduled a meeting with you and[your auditor for De~ember 12,2008. No 
one showed up for that meeting. On December .17, i2008, you wrote a letter to Mr. Rabon 
outlining a number of concerns about not receiving :9mds in a timely manner and combined 
categorical funds. Near the conclusion of your letter d,f December 17, 2008, you indicated that 
you would be working with a local financial consUltantlto complete a more accurate and detailed 
audit for 2007-2008 that will be submitted to FSDl! and the South Carolina Department of 
Education upon completion. ; 

In winter of 2009, Mr. Rabon contacted you to ascertain the status of the audit for Palmetto 
Youth Academy. At that time you indicated that you,lhad contacted the South Carolina State 
Department of Education and that they had informed lyou that you did not have to submit an 
audit to Florence School District One. Mr. Rabon immbdiately informed me of this situation and 

, . 
I scheduled a time for you and I to meet to discuss th~is. We met in your office at Palmetto 
Youth Academy and at that time, you indicated to me mat you had received notification from the 
State' Department of Education that you did not have, to submit an audit to Florence School 
District One. We agreed that you would forward a cop,:y of the correspondence to my office, the 
following day. Subsequent to that meeting, I, did re¢eive a copy of that correspondence. I 
scheduled a conference call with Butch Whiddon, !Luther Rabon, Randy Koon, Assistant 
Superintendent for Curriculum and Instruction and Dr. ~rik Lowry, Assistant Superintendent for 

~ , 

'(. 
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Human Resources. r shared with our auditor the correspondence you recei-ved from the State 
Department of EdusatioI}. Mr. Whiddon was resolute in his opinion that as a component unit as 

. describ~d by state law and in GASB 14, Palmetto Youth Academy is required to submit an audit 
to Florence School District One. At the conclusion of the conference call, r instructed Randy 
Koonto contact the State Department of Education to seek clarity on this issue. Mr. Koon spoke 
with Melissa Austin, who indicated that she had forwarded that information to you in error and 
that Palmetto Youth Academy was required to submit an audit to Florence School District One. 
r asked Mr. Rabon to contact you and, as a result, we agreed to provide you with additional time 
to secure the audit. You indicated to Mr. Rabon that you would have the audit done by a fIrm in 
North Carolina. The Florence School District One Board of Trustees met on February 26, 2009. 
At that time r informed the board that because of the mix-up with the letter you received from the 

. State Department of Education and our subsequent dialogue with the State Department of 
Education, we had reached an agreement on the fact that an audit of Palmetto Youth Academy 
was to be submitted to Florence School District One and that we would extend to you a deadline 
of March 17, 2009 to submit the audit. You were informed by Mr. Rabon of the time and date of 
the meeting. 

On the morning of March 17, 2009, I received a phone call from Mr. Rabon informing me that 
you would not have the audit for Palmetto Youth Academy because you could not pay for it to be 
done. He also indicated that you had communicated to him that you would be charged $16,000 
and you did not have funds to pay for the audit. The Florence School District One Board of 
Trustees met on March 17, 2009, at 7:00 p,m., at which time Mr. Butch Whiddon of Baird & 
Company, CPAs, LLC submitted the Florence School District One Audit. The District received 
a qualified' opinion as a result of the omission of Palmetto . Youth Academy's audit. As 
previously indicated, you were invited to the meeting; however, you did not arrive until after that 
presentation had been made. At the conclusion of ~he meeting, you approached me and I 
directed you to speak with Mr. Rabon so that he could share with you what had been discussed. 

On March 24,2009, Mr. Rabon and r met with MelanieiJinnette, Shelly Kelly, legal counsel, and 
Melissa Austin. The essential question put to staff at t~~e State Department of Education was: Is . 
Palmetto Youth Academy required to submit their aUcI1t to Florence School District One? The 
answer was an unequivocal "yes." I am including a copij of Attorney Kelly's written response. , , 

In your previous correspondence, you posed a number +f questions that I will attempt to answer. 

1. Is Palmetto Youth Academy required to have ~ "single audit" as defmed by state and 
federal guidelines? If not, what type of audit is tequire~ and was this audit required last year, or 
any of the years prior to"this year? 

District Response: , 
Generally Accepted Accounting Principles require the presentation of Palmetto Youth Academy 
as a discretely reported component unit of the District. f· 

The following guidance is issued by the Governrn~ntal Accounting and Standards Board 
(GASB). 
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GASB 14 - The Financial Reporting Entity states that most component units should be 
il~c1uded in tl)e fi~cial reporting entity by discrete presentation. Discrete presentation 
entails reporting component unit financial data in a column separate from fmancial data 
of the primary government. 

,Paragraph 65 of GASB 14 from the "Original Pronouncements - Governmental 
Accounting and Financial Reporting StaJrndards", volume II states "Because this 
statement is written from the perspective of the primary government, a governmental 
component unit should apply the provisions of this Statement as if it were a primary 
government" 

A component unit is under the same reporting requirements for Generally Accepted Accounting 
Principles as the Primary Government. If the primary government is required to have audited 
fmancial statements, then the component unit is required to have its fmancial statements audited. 
There are three auditors' reports included in your reporting package. 

Independent Audit 
Government Audit 

Single Audit 

A report is issued on the fmancial statements. , 
A report is issued regarding testing of internal controls and ' 
compliance. ' 
A report is issued regarding the testing of major federal 
programs. 

2. If there are concerns about management of funds, has the district offered to assist or to 
pay for the audit? 

, District Response: 
G During a meeting in Mr. Rabon's office in early; December to discuss the fact that PYA' 

had not met the audit requirement of having theijr audit completed by December 1, 2008, 
he offered for you to come back' to his offi~e at a later date to receive advice or 
recommendations on how to set up your bookk based on the accounting and funding 

, , 
manual produced by the State Department of E~ucation. It is your -responsibility as the 

. ! . 
Executive Director to budget and manage the ifinances for Palmetto Youth Academy. 

. I ' 

You have never asked nor have you sought ,Mr. Rabon's advice about any fmancial 
1 

matters. 
, " 

G As of this moment, you have not requested th~t Florence School District One pay for 
, " 

your audit. In your phone conversation with Mr. Rabon on Tuesday, March 17,2009, you 
: 1 

shared with him for the first time that PYA was *ot able to pay for the audit because your 
auditor in North Carolina had more than douBled the price to perform the audit. He 
discussed with you that Baird and Company h~d quoted you $6,000 dollars to perform 
the same audit, and you thought that was too higl~. 

~ 

. J 
3. When PYA was notified that the financial inforln,ation submitted was not in the correct 
format, was the district's auditor willing to provide ass~stance or make the needed corrections? 
Why or why not? - 1 



" 
. , 

District Response: 
e Neither the district. nor the district's auditors have been contacted by Palmetto Youth 

.. . J ~ . 

Academy administration seeking help or advice on ways to correct the information 

provided. To the contrary, Mr. Rabon, on numerous occasions, asked to meet with you 
and your auditor to discuss the information provided by PYA. Having asked many, many 
times to meet with your local auditor, at the writing of this letter, PYA has not revealed 
the name of the local auditor. Florence School District One's auditor was not engaged to 

perform any auditing services for PYA, therefore, they were not under any obligation to 
correct or amend the report. 

e Mr. Rabon contacted the SDE and requested that they conduct a workshop on the process 

of presenting the audit report to the· chartering Districts. He was told by Melissa Austin 

that charter schools were well aware of their responsibilities and timelines in submitting 
their audit reports. ' 

4. If PYA was quoted a price of $13,000 to conduct an audit and the financial statements 
submitfed clearly showed 100 percent of the monthly revenue received was spent on monthly 
operational expenses, why is the only solution to this problem legal action or recommendation to 
stop funding? Would this solve the problem? And based on the tremendous academic progress 
of approximately 65 students in grades 3-6, is the problem worth solving? 

District Response: 
• It is the responsibility of the Charter School to provide the sponsoring District an audit of 

their fmancial records by a Certified Public Accountant. 

This information must be provided in a time\y manner for it to be included as a 
component of the district's audit report. We are hine months past the close of the fiscal 
year and the district is no closer to receiving yd.ur audit report than we were at July 1, 
2008. We delayed the board meeting un~il Mar9h 17, 2009 to provide PYA additional 
time to produce their audit report only to be toldj the day of our meeting it would not be 

available for the meeting. Mr. Butch Whiddon p~esented the Board with Florence School 

District One's audit report without PYA info~tion. The District received a qualified 
opinion because PYA information was not inc~uded in the district's audit report. In 

contrast, the District would have received an un'Lhalified opinion, the desired opinion for 
which all school districts in the State of South Catolina strive. 

5. Parents continue to ask when the district will pf:ovide internet access to the students at 
Palmetto Youth Academy. 

District Response: : 
o Florence School District One receives funds bas~d on the number of students attending 

public school. It uses that funding to pay fqrlthe cost of internet service for those 
students. The Palmetto Y-Outh Academy receiVjes funding for the number of students 
attending its school. Those students are taken outjofthe census of the school district. The 
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district receives no funding for those students. The charter school should provide internet 
se~ice for studynts flut of its per pupil funding the same as it provides for the cost of 
other services for those students. 

6. Wheri will the district provide transportation for the students at Palmetto Youth 
Academy? 

District Response: 
• Section 59-40-60(F)(9), Code of Laws of South Carolina provides that the application for a 

-charter school must contain "a description of how the charter school plans to meet the 
transportation needs of its pupils." This provision in the charter school application process is 

there because the state is not responsible for student transportation to a charter school. Section 
59-40-50(D): "The State is not responsible for student transportation to a charter school unless the 

charter school is designated by the local school district as the only school selected within the local 
school district's attendance area." That exception does not apply to Palmetto Youth Academy. Its 
school has not been designated as the only school in an attendance zone of the school district. 
Florence School District One has established attendance zones for the- entire school district. 
Within each attendance zone is a public school to serve the students in that attendance zone. The 
district has no gaps in the coverage of any of the areas of the district where it is relying on a 
charter school to serve an area of the district. That is, if the district closed Briggs Elementary 
School and did not provide another public school to serve the students living in the school zone, 
but instead relied on a charter school to serve those students, the state funded transportation could 
then be used for those students who would be eligible for transportation. 

In order to bring resolution to this issue, I intend to recommend to the Florence School District . 
One Board of Trustees that an independent audit be performed (by a firm other than Baird & 
Company) on the fmances of Palmetto Youth Academy an!l that the cost associated with such an 
audit be deducted from any future allocation to Palmetto Youth Academy. I intend to also 
recommend to the Florence School District One Board of Trustees that a decision on the 
authorization of the Charter for Palmetto Youth Academy: be- contingent upon the review of the 
audit. Mr. Rabon will be contacting you soon to arrange a time for you to meet with the auditor. 

~~/~ 
Larry L. Jackson 
Superintendent 

LLJ:cst 
cc: Board of Trustees 

Mr. Laurence McIntosh, Esq. 

Enc1osure(s): 1 
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Together, we can. 

Dr. Larry Jackson, Superintendent 
Florence School District One 
319 S. Dargan Street 
Florence, SC 29501 

Dear Dr. Jackson: 

March 31, 2009 

You asked for guidance from -the South Carolina Department of 
Education (SCDE) regarding the requirements for a charter school to submit 
an audit to its sponsoring school district. Specifically, you asked whether 
Palmetto Youth Academy, a charter school sponsored by your district, is 
obligated to submit an audit to your district. As of March 23, 2009, Palmetto 
Youth Academy had not submitted an audit. 

S.c. Code Ann. § 59-40-50(6)(3) states that a charter school must 
"adhere to the same financial audits, audit procedures, and audit 
requirements as are applied to public schools." , In their charter application, 
Palmetto Youth Academy states that they "will contract with a Licensed CPA 
with experience in school finance to provide financial accounting services and 
we will utilize a separate agency for auditing services." They continue to 
describe the audit in detail and state that "It is anticipated that the annual 
audit will be completed by the due date imposed by State Statute."I am 
attaching a copy of the page from their application that describes the audit. 

The charter school law states that the application becomes the charter 
contract 'once the charter is issued. ("An approved charter application 
constitutes an agreement, and the terms must be the terms of a contract 
between the charter school and the sponsor." S.c. Code Ann. § 59-40-
60(A)). Therefore, the statement by Palmetto Youth Academy that they will 
provide the audit is part of the charter contract. 

The charter school law 'states that: (C) A charter must be revoked or 
, not renewed by the sponsor if it determines that the charter school: 

(1) committed a material violation of the conditions, standards, 
or procedures provided for in the charter application; 
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Dr. Larry Jackson, Superintendent 
Page 2 of 2 
March 31, 2009 

(2) failed to meet or make reasonable progress, as defined in 
the charter application, toward pupil achievement standards 
identified in the charter application; 

(3) failed to meet generally accepted standards of fiscal 
management; or 

(4) violated any provision of law from which the charter school 
was not specifically exempted. 

The SCDE takes no position with regard to what action, if any, the 
Florence County School District One should take with regard to this matter. I 
am providing this information to you at your request to clarify the legal 
requirements regarding audits and the effect that faiiure to meet 
requirements of a charter contract may have on the charter. 

If you have any questions, please feel free to contact me. 

Sincerely, 

/. ~ L 
~ l~ 
?-- ~~~'-~ 

Shelly Bezanson Kelly~" ~ 
General Counsel 

SBK/npr 
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June 19,2007 

FJorence Public School District One 
319 South Dargan Street· Florence, South Carolina 29506-2589 

Telephone: (843) 669-4141 • FAX: (S43) 673-11 OS 
www.fsd1.org 

Palmetto Youth Academy 

Re: Charter School Annual Performance Review 

Dear Ms. Yvonne Brown-Burgess: 

In 2006, the Charter Schools Act ("Act") was amended. One of the changes to 
the Act requires any school board sponsoring a chaner school to annually review the' 
charter school's performance and compliance with applicable legal requirements. 
Specifically, this annual review requires a sponsoring school board to annually evaluate 
whether the charter school: 

(1) committed a material violation of the conditions, standards, or procedures 
provided for the charter application; 

(2) failed to meet oS make reasonable progress, as defmed in the charter 
application, toward pupil achievement standards identified in the charter 
application; 

(3) . failed to meet generally accepted standards for fiscal management; or 

(4) violated any provision of law from which the charter school is not 
specifically exempted. 

The amendments to the Act also require that if the school board determines the 
charter school did fail in any of the above four areas, then the charter must be revoked. 
Further, the annual review should be completed' so .that a, school board can take 
appropriate action prior to the start of the next school year. Because the Act requires a 
siA'ty day notice of termination period, a school board should complete its annual review 
as soon as practical after the end of the school year. 

To assist the District and Board in carrying out the annual review process. Please 
provide the District a report addressing the above iisted four areas of compliance. 
Specifically, please describe in detail: 

.> 
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Page two 
June 19, 2007 

(1) Any reports or charges against Palmetto Youth Academy asserting facts 
that, if true, would constitute a violation of the conditions, standards, or 
procedures provided for in the charter agreement: 

(2) the progress of Palmetto Youth Academy's students toward public 
achievement standards identified in the charter agreement; 

(3) how Palmetto Youth Academy has met generally accepted standards for 
fiscal management; 

(4) any reports of charges against Palmetto Youth -Academy asserting facts 
that, if true, would constitute a violation ofa provision oflaw from which 
Palmetto Youth Academy is not specifically exempted. 

Please provide the District this information as soon as possible, but no later than 
July 3, 2007. The District appreciates your attention to this request, and once this 
information is received, provided no additional information is deemed necessary, the 
matter will be referred to the school board for action on Palmetto Youth Academy's 
annual review. 

LUisdw 

Sincerely yours, 

:z: /(~ 
Larry L. J ackC 
Superintendent 
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Palmetto Youth Academy 

Annual Report 

On June 30, 2006, The Board of Directors, Faculty, Staff and students of Palmetto Youth 
Academy celebrated the completion of our first year of operation. Our mission is to 
provide an opportunity for all students, regardless of income or ability to reach their full 
potential (academically, behaviorally and socially). Although the challenges were great 
and the resources were few, with the hard work of our students, the commitment of our 
parents and the dedication of our staff, we are very proud to announce that this year we 
have successfully carried out our mission. 

Student Achievement 
Palmetto Youth Academy administered the Palmetto Achievement Challenge Test 
(PACT) to all students as required by the State of South Carolina. We will use these 
scores and the Adequate Yearly Progress, A YP, information that will be reported on the 
school's report as baseline data to develop a written accountability plan for our second 
year of operation. 

Based on the results of diagnostic tests and teacher made assessments, 100% of our 
students made measurable progress this school year, 91 % of the students made at least 1 
grade level of progress, and some students gained as much as 2 grade levels. In addition, 
the number of students making honor roll increased from 18% (first quarter) to 34% 
(third quarter) . 

. Student behaviors also improved tremendously during the school year. The number of 
discipline referrals decreased by 40% from the first quarter to the third quarter. There 
were very few out of school suspensions, only 2 administrative hearings and no 
expUlsions. 

We credit this success to the support of our parents. Our discipline policy would not be 
effective without the positive relationship we have with each of our parents. Although not 
being able to provide transportation to our students this year decreased enrollment, we 
did get an opportunity to communicate with parents face to face on a daily basis. This 
communication and support has proven to be a key factor in both behavior and academic 
progress. 

The small class sizes and comfort of the school setting has allowed each student to 
develop socially. Students engaged in numerous social activities throughout the year. 
Students visited another school once a month and interacted with same age peers for "Fun 
First Friday". The 5th and 6th grade students attended the "Palmetto Ball" where they 
dressed in semi-formal attire, took pictures, danced, and socialized with their peers. The 
6th grade class took a class on etiquette and visited several restaurants to practice the 
skills they learned. In addition, students were taught conflict resolution skills and 
rewarded for utilizing them. 
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Student Enrollment 
Palmetto Youth Academy has an open enrollment policy that does not discriminate on 
any basis, including: disability, race, creed, color, gender, national origin, religion, 
ancestry, or need for special education services. We actively recruited and advertised 
throughout Florence County. We held several informational meetings and attended 
numerous community events presenting information about the school. -

Palmetto Youth Academy offers grades 3-6 and our 135 day ADM was 64.33. 

Number of students by grade: 

Third Grade 19 
Fourth Grade 15 
Fifth Grade 
Sixth Grade 

23 
8 

Demographics: Race and Gender 
Caucasian (1 %), African American (99%), Male (35), Female (30) 

Palmetto Youth Academy employs a certified special education teacher to provide 
services to students with an IEP in accordance with state and district requirements. Our 
special education teacher worked closely with the Director of Special Education and 
other Florence School District One Special Ed Personnel to ensure that each student's 
IEP was developed, reviewed, implemented, and documented as required by federal, state 
and local regulations. -

Percentage of students in Special Education with an IEP 
25% 

Palmetto Youth Academy participated in the Title I Targeted Assistance Program through 
Florence School District One .. We had a total of 57 students who qualified for 
free/reduced lunch and we received Title r funds for 22 students. 

Percentage of students qualifying for free and reduced lunch 
82% 

Under the Charter School Law, Palmetto Youth Academy is allowed to accept up to 20% 
out of district students. We are in compliance with this law and we will continue to limit 
our enrollment of out of district students to less than 20%. 

Percentage of out of district students 
9% 

Through a secure network connection to Florence School District One, Palmetto Youth 
Academy utiliZes SASI, a student and school administration information system, to 
report and update the aforementioned information on a daily basis. 
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Teachers 
The instructional staff of Palmetto Youth Academy has proven to be a team of dedicated 
individuals who are willing to go the extra mile to ensure that each student reaches their 
full potential. This year we had 3 full time teachers, 1 part time teacher and 3 part time 
teacher assistants. The percentage of non-certified teachers was less than the 25% that is 
allowed for charter schools. All instructional staff and substitute teachers meetand 
exceed the requirements of "No Child Left Behind". 

All instructional staffhave attended at least one of the following Professional 
Development Trainings or Conferences. 

Curriculum Development- Florence, SC 
CPR! First Aid Training - Palmetto Youth Academy 
Title I-Technical Assistance, Florence District One 
Teaching Phonics- Palmetto Youth Academy 
SC Math Conference - Greenville, SC 
Effective Classroom Management Strategies - Palmetto Youth Academy 
SC Association Black Educators - Myrtle Beach, SC 
Differentiated Learning Styles - Choices, Florence, SC 
SC ETV Streamline - Columbia SC 
SC Public Charter School Association, Annual Conference - Pawley's Island, SC 
SC PACT Administration - Florence District One - Palmetto Youth Academy 
Teaching Financial Literacy - FMu Florence, SC 
Special Education! IEP Content - Florence District One 
Referral for Special Education! Intervention Team-Florence District One 

Finances 
Palmetto Youth Academy has operated within the projected budget for· the 2005/2006 
school year. As a result, the school's fmances are in good standing. Palmetto Youth 
Academy is currently working with Florence District One to finalize allocations and 
payments due to the school for 2005/2006 categorical funding and adjusted per pupil 
funding. All financial resources have been accounted for in accordance with the SDE's 
Financial Accounting Handbook and Funding Manual. All state and federal funds 
(revenue) will be accounted for on Florence School District One's books. Detailed 
expenditure information has been reflected in the school's financial records. 

As.required by Section 59AO-50CB)(3) of the South Carolina Code of Laws, 1976, 
Palmetto Youth Academy will adhere to the same financial audits, audit procedures, and 
requirements as are applied to public schools operating in the same school district. 



MonthlYear Jul-05 

Number of Students 0 

254 300 Facility Lease 
.254 321 Public Utility Services (Waler & Sewer) 
"254 323 Repairs & Maintenance Service~ 

50 254 329 Waste Management Services 

254 340 Telephone 

1S- 254 470 Energy (Electric, Gas, Oil) 

0J Total Support Services $0 

Total Expenditures $0 

Yearly Balance $0 

Palmetto Youth Academy 
Annual Budget Report 

July 05 - JUNE 06 

Aug .. -05 Sept. -05 Oct. 05 Nov. 05 

67 67 67 67 

$20.843 $45 $14 $417 
$650 $400 $356 $359 

$400 $1,111 $1,675 $820 
$533 $368 $265 

$29,500 $7,649 $8,155 $8,286 

$43,480 $26,876 $28,461 $25,130 

$79 $49 $134 " $49 

Dee. 05 Jan-06 Feb. 06 March. 06 Apr-06 May-06 Jun-06 Total 05/06 

67 62 62 62 65 65 65 

$30.000 $30.000 
$74 $3 $77 

$148 $211 $1.612 $100 $175 $130 $896 $24.592 
$176 $175 $175 $175 $190 ' $193 $193 $3,044 

$427 $823 $1,406 $823 $840 $1,040 $1,354 $10,719 

$248 $348 $391 $385 $243 $233 $211 $3,227 

$7,244 $7,053 $11,647 $8,747 $8,185 $38,496 $24,904 $156,918 

$25,373 $20,559 $31,228 $26,211 $25,412 $60,556 $44,821 $355,158 

$722 $894 $11,752 $16,950 $48,014 $23,601 $14,923 $18.629 



.. .. 

Palmetto Youth Academy 

Public Charter School 

Florence School District One 

Financial Report and Budget Summary 

July 1, 2006 - June 30, 2007 . 
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Palmetto Youth Academy, 
Program Description 

• Palmetto Youth Academy, PYA, is a nonprofit organization with 501-c-3 status. 

• PYA is a public charter school located in Florence, SC. 

• Palmetto Youth Academy is governed by an annually elected, Board of Directors. 

• As required, the school's Board of Directors has reviewed and approved all 
information submitted in this report. 

• Florence School District One serves as the sponsoring school district, and as the 
LEA, or Local Education Authorizer for PYA. 

• This report is based on data from fiscal year, 2006/2007, which was Palmetto 
Youth Academy's second year of operation. 

• Palmetto Youth Academy, offers grades 3-6, with a maximum enrollment of75 
students. 

• The school operates on a year-round schedule with optional attendance during 
quarterly, 2-week inter-sessions .. 

• Hour of operation are 7:30 am to 6:00 pm. This includes an additional 3 hours of 
extended day activities from3:00 pm to 6:00 pm provided to students, tuition­
free. 

Reference- SC Charter School Legislation 

The South Carolina Charter Schools Act was originally enacted in 1996 and amended in 
2002 and in 2006. The General Assembly passed this legislation to provide for the 
organization and operation of flexible, innovative, and substantially deregulated public 
schools as part of the effort to reform and improve the state's educational system. A 
charter school is defined in the law as a public, nonreligious, non-horne-based, nonprofit 
corporation forming a school that operates within a public school district but is 
accountable to the local school board of trustees of the district that grants its charter. The 
charter school is considered a public school and part of the school district in which it is 
located for the purposes of state law and the state constitution. The charter school must be 
administered and governed by a governing body in a manner agreed to by the charter 
school applicant and the sponsor (local school district's board of trustees). The governing 
body is to be elected annually. 

2 
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Palmetto Youth Academy 

Reporting Criteria 

Based on the, Single Audit Act Amendments (SAAA), described below, and the total 
amount 'of annual revenues received by PYA, $486,509, submission of a single audit 
report is not required for the 2006/2007 fiscal year. 

Reference - Single Audit Act Amendments (SAAA) 

In 1984, the United States Congress-concerned about fiscal responsibility -and 
management of the $100 billion dollars annually dispersed by the federal government­
passed the Single Audit Act. In July 1996, Congress enacted Public Law 104-156, Single 
Audit Act Amendments (SAAA). The amendments were developed to streamline and 
improve the effectiveness of the Single Audit Act and to further define audit 
requirements for all entities that receive and administer federal financial assistance. 
Section 7502 of the SAAA requires that "Each non-Federal entity that expends a total 
amount of Federal awards equal to or in excess of $300,000 ... in any fiscal year ... 
shall have either a single audit or a program- specific audit made." Final revisions to 
OMB Circular A-133 increase the audit threshold from $300,000 to $500,000 for 
fiscal years ending after December 31, 2003. 

-However, a detailed report of the school;s financial management system and an annual 
budget summary has been prepared and approved by the school's current governing 
board for submission to Florence School District One, the Local Education Authority, as 
stated in the established charter agreement. 

3 
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Palmetto Youth Academy 

Review Components 

Financial Management Policies 

• The school's accounting system must include sufficient internal controls, a clear 
audit trail, and written cost allocation procedures as necessary. 

• Financial management systems must be capable of distinguishing expenditures 
that are attributable to local, state, federal and grant funds from those that are not. 

• This system must be able to identify costs by programlnatic year and by budget 
line item and to differentiate among instructional and administrative costs. 

• The schools financial manager, or designee, must maintain adequate supporting 
documents for the expenditures (federal and nonfederal) and in-kind 
contributions, if any, on file for a minimum of 3 years. 

II Costs must be shown in books or records (e.g., disbursements ledger,joumal, 
payroll register) and must be supported by a source document such as a receipt, 
travel voucher, invoice, bill, or in-kind voucher. 

.. The school's financial manager, or designee, must approve all expenditures, 
document receipt of goods and services, and record payments on the school's 
accounting records. 

Financial Reporting Procedures 

• The Board of Directors should appoint an audit/finance subcommittee. 
• This subcommittee will nominate the independent auditor and/or review the scope 

and results of the audit, if an audit is required. 
• The audit/finance subcommittee also receives notice of any consequential 

irregularities and management letter comments that the auditor noted during the 
engagement. Additionally, the subcommittee will develop a corrective action plan 
to address all relevant wealmesses noted by the auditor. 

• The audit/finance subcommittee will also review all financial information of the 
Charter School and provide recommendations to the full Board of Directors. 
Further, the audit/finance subcommittee will present the ,audit to the full Board for 
acceptance 

• The Board of DireCtors will acknowledge their acceptance of the audit by signing 
the Board Acceptance Letter 

4 



" 

Palmetto Youth Academy 

Financial Report 

The accompanying statement of net assets of PYA Charter School (a governmental 
entity), as of June 30, 2007 and the related statements of revenue, expenses and changes 
in net assets for the year then ended have been prepared using Generally Acceptable 
Accounting Principles and approved by the school's current governing board. 

Maintaining accurate records ahd updated reports of day to day operations included in 
these financial statements are the responsibility of the school's management. These 
financial statements were reviewed in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits 
contained within Government Auditing Standards, issued by the Comptroller General of 
the United· States. Those standards require reasonable assurance about whether the 
financial statements are free of material misstatement. The basis for this financial report 
includes examining evidence supporting the amounts and disclosures in the fmancial 
statements. Additional factors include assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 

Based on a thorough review, the financial statements referred to above present fairly, in 
all material respects, the financial position of PYA Charter School as of June 30, 2007 
and the changes in its net assets and cash flows for the year then ended is in conformity 
with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, this report has been developed on 
consideration of the School's internal control over financial reporting· and tests of its 
compliance with certain provisions of laws, regulations, contracts and grants. 

The accompanying financial management information is presented for purposes of 
additional analysis as required by the school's Board of Directors and is not a required 
part of the basic financial statements. Such information has been subjected to the 
auditing procedures applied in a audit of basic financial statements and, is fairly stated, 
in all material respects, in relation to the basic financial statements taken as a whole. 

5 
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Palmetto Youth Academy 

Financial Management Analysis as of June 30, 2007 . 

Analysis of the PYA Charter School's financial management performance provides an 
overview of the school's financial activities for the fiscal year ended June 30, 2007. 
Please read it in conjunction with PYA's financial statements. 

The School as a Whole 
PY A received their charter in June 2004 to operate as a public charter school in the 
Florence District. The initial charter is awarded for a five-year period and is subject to 
renewal by the Florence School District One Board of Trustees. During the first year, 
PY A provided grades three through six and their enrollment was comprised of 65 
students. The school currently expects to be operating at its capacity of 75 students at the 
beginning of September 2008. 

Financial Highlights 
PYA had revenues of $486,509 for the year ended June 30, 2007, of which, $422,024 
were state and local revenues and $64,485 were ,revenues from federal sources including: 
Title I, II, V, Drug and Violence Prevention - Title IV, and Charter School Grant. 

Financial Statements 
The Statement of Net Assets and the· Statement of Revenues, Expenditures and Changes 
'in Net Assets include the assets, liabilities, revenue and expenses of PY A. This activity is 
recorded using the accrual basis of accounting, which is similar to the accounting method 
used by most private-sector companies. Under the accrual basis of accounting all revenue 
and expenses are recognized when earned or incurred regardless of when the cash is 
received or paid. Additionally, these statements report the school's net assets and the 
related changes in them. Net assets are the difference between assets arid liabilities and 
represent one way to measure the school's financial health or financial position. Over 
time, increases or decreases in the net assets are one indicator of whether the financial 
health is improving -or declining. However, one should consider other non-financial 
factors when considering the overall health ofthe school. 

Budgetary Highlights 
PY A's annual budget was amended as the fiscal year progressed. The original budget 
included State and Local Revenues of $32,627 per month for operating expenses. 
However, due to discrepancies in EF A codes, PYA received monthly revenues of. 
$29,693 from December 2006 through April 2007. In May 2007, the monthly per pupil 
funds were adjusted to include the total balance due. The major reason for continued 
sustainability after the decrease between budgeted and actual revenues was due to very 
close monitoring of the school's monthly expenses. . 

6 
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School's Financial Activities 
Based on the total amount of revenues received for fiscal year ended June 30, 2007, This 
financial report did not· require implementation of Governmental Accounting Standard 
Board Statement No. 34 Basic Financial Statements and Management and Discussion 
and Analysis- for State and Local Governments; accordingly a comparative analysis of 
current and prior year balances is not included. However, such an analysis will exist in 
subsequent years, if determined necessary, by the .school's total amount of annual 
revenues. 

The majority of PYA's funding is received from Florence School District One and is 
based on a standard per pupil rate. During the fiscal year ended June 30, 2007, PYA had 
an average of 70 students and received $391,530 in per pupil funding, which represent 
80% of the school's revenue. In addition, PYA received various federal funds and grants 
which totaled $64,485. 

Contacting the School's Financial Manager 
This financial report is designed to provide the reader with a general overview of PYA's 
finances and to show the accountability for the funds received. If you have questions 
about this report or need additional financial information, contact the Business Office of 
PYA at (843) 679-7070. . 

7 
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Palmetto Youth Academy 
Statement of Net Assets 

June 30, 2007 

ASSETS 
Cash and cash equivalents 
Due from other governmental units 
Other receivables 
Internal balances 
Inventories and prepaid expenses 
Capital assets: 

Land 
Buildings 
Equipment 
Less accumulated depreciation 

Total capital assets, net of depreciation 

Total Assets 

LIABILITIES 
Accounts payable and other current liabilities 
Deferred revenue 
Long-term liabilities: 

Due within one year: 
Bonds, capital leases, and contracts 
Accrued interest 
Special termination benefits and 

compensated absences . 
Claims and judgments 

Due in more than one year: 
Bonds, capital leases, and contracts 
Accrued interest 
Special termination benefits and 

compensated absences 
Claims and judgments 
Total Liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
Restricted for: 

Capital projects 
Debt service 
Other purposes (specify) 

Unrestricted (deficit) 

Total. 

75 
8,105 

18,629 
22,920 

46,414 
19,029 
27,385 

77,114 

6,220 
.18,041 

1,159 

6,692 

32,112 

45,002 

8 
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Total Net Assets 45,002 

~ PYA SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE 
FOR FISCAL YEAR ENDED JUNE 30, 2007 

1900 

3300 

3500 

3577 
3583 
3607 
3610 

REVENUES 

Local Sources 
Contributions from private sources and Foundation 

ffiota!r~~f§Q911~ 
State Sources 
Education Finance ACT-EFNPer Pupil Rate 
(General Funds - FSD1) 

Education Improvement ACT -EIN Per Pupil Rate 
(Categorical Funds -FSD1 ) 

Teacher Supplies 
EM Summer School/Comprehensive Remediation 

6-8 Enhancement 
K-5 Enhancement 

~~~~~~§~ 
Federal Sources 

4310 Title I 
4331 Title II 
4330 Title V 
4920 Drug and Violence Prevention Program Title IV 
4900 Other Federal Sources: 

Charter School Grant 

~.!I@!~.~\~~9til!J[§~~~~!!1~Ii~g§ 

EXPEN DITU RES 

INSTRUCTION 
110 General Instruction 

100 Salaries 
200 Employee Benefits 
300 Purchased Services 
400 Supplies and Materials 

____ .~.9._~?p~.§!2.~!I~ . 
1R~[tl'il;;~lb!S~mi!!i~W!PN 

200 SUPPORT SERVICES 
100 Salaries 
200 Employee Benefits 
300 Purchased Services 
318 AUDIT SERVICES 
400 Supplies and Materials 
500 Capital Outlay 

Expenditures (Cont.) 
254 Operation and Maintenance of Plant 

320 Purchased Services 
321 Public Utilities 
470 Energy 

iF;Qjt~~:'S~G:RR~P~it$.ifiYl~~ 

ACTUAL 

391,530 

18,041 

500 
6,577 

70 
4,056 

~a¥l7,i:i :!!~"," ... 1_"l~ 

30,040 
1,122 

89 
500 

32,734 
~~ 

181,863 
27,525 
59,382 
41,332 
12,600 

~~~"tQ@ 

67,620 
9,651 

20,062 
2,320 
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PalmettoY outh Academy 

Financial Report and Annual Budget Summary . 

ACCEPTANCE OF THE BOARD OF DIRECTORS 

We, the Board of Directors of Palmetto Yciuth Academy, PYA, Charter School, have 
voted to accept the representations of management and the expression of the opinions 
made by the appointed sub-committee as embodied in the financial reports and statements . 
prepared for the year ended June 30, 2007. 

'We also certify that the representations made by management and the disclosures in the 
financial statements are accurate and have been correctly and completely disclosed as 
required by accounting principles generally accepted in the United States of America and 
the SC Charter School Act, for the period ended June 30, 2007. 

Board President or Treasurer or Other Designated Person Date 
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STATE OF SOUTH CAROLINA 
ADMINISTRATIVE LAW COURT 

Palmetto Youth Academy Charter School, ) 
) 
) 
) 
) 
) 
) 
) 
) 

Docket No. 10-ALJ-30-0631-AP 

Appellant, 

v. 

Florence County School District 1 Board of 
Commissioners, 

Respondent. 

APPEARANCES 

Palmetto Youth Academy Charter School: 
Florence County School District 1 Board 

of Commissioners: 

ORDER 

Samuel M. Mokeba, Esquire· 

D. Lawrence McIntosh, Esquire 

STATEMENT OF THE CASE 

This matter is before the Administrative Law Court ("ALC" or "Court") pursuant to S.C. 

Code Ann. §§ 59-40-10 et seq., the South Carolina Charter Schools Act of1996 ("Act"). Appellant 

_ Palmetto Youth Academy Charter School ("Appellant") filed an appeal with the ALC on June 23, 

2010, seeking review of the Florence County School District 1 Board of Commissioners' ("School 

District") written decision dated June 1, 2010. In its decision, the School District determined that 

Appellant's charter should be revoked based upon its failure to meet generally accepted standards of 

fiscal management. 

After timely notice to the parties, oral arguments were held at the ALC in Columbia, South 

Carolina on April 18,2012. The parties presented arguments on their respective positions at the 

hearing. After a review of the, Record on Appeal and careful consideration of the parties' arguments, 

the Court reverses the School District's decision. 

BACKGROUND 

Appellant presented its charter to the South Carolina Department of Education's Charter 
I 

School Advisory COmn1ittee and the School District, and the charter was approv~l Cjera~ tb 
P~el~8·· ~. ~~ 

MAY 042012 

SC ADMIN. LAW COURT 
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begin in 2005 for the 2005-2006 academic school year. As required by statute, Appellant must 

annually prepare a report on the state of the school and present the report to the School District. As 

part of the annual reporting requirement, Appellant provided the School District with financial 

statements that disclosed the costs of administration, instruction, and other spending categories for 

its charter. Furthennore, as part of its own financial management requirements, the School District 

is required to ensure that an independent audit of its operations is perfonned each year. The 

District's audit process requires it to compile financial records from all its component units, or 
• I 

District schools. During the first two years of openitions, Appellant's financial submissions to the 

School District, and from the District to the, auditor, were met with general approval as indicated in 

the School District's audits for the 2005-2006 and 2006-2007 academic years. During those years, 

the School District received an unqualified or favorable review from its auditors. 

At the end of the 2007-2008 academic year, Appellant submitted its financial statements to 

the School District in the same manner and fonnat as those submitted during the previous two 

academic tenns. However, this time the District infonned Appellant that it must submit a complete 
, . 

audit for the 2007-2008 academic year. Based upon information received from the State Department 

of Education, Appellant believed it was not required to submit the more detailed audit. The School 

District later confinned that Appellant received such infonnation from the State Department of 

Education; however, the School District infornied Appellant that this infonnation was incorrect, and 

that Appellant must submit a complete audit to the School District. Appellant was infonned that 

because it was now considered a "component unit" of the School District, it was required to have an 

independent audit completed rather than the more informal financial statements it had completed in 

the past. 

Appellant was instructed to submit the completed independent audit by March 17, 2009; 

however, Appellant was unable to comply. After Appellant failed to meet the March 17, 2009 

deadline, the School District - without consulting Appellant - took approximately $10,000 offunds 

allocated for Appellant and retained Elliott Davis, LLC (Elliott Davis) to perform an independent 

audit for the 2007-2008 fiscal year. However, Appellant had already retained Kelly-Moser 

Consulting, LLC (Kelly-Moser), a financial management finn, to assist it in preparing documents for 

an audit. Appellant subsequently provided Elliott Davis with boxes of documents and evidence that 
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were compiled by Kelly-Moser in preparation for the required audit. 

On January 25,2010, Appellant received a letter from Elliott Davis informing them that they 

were terminating their professional relationship with Appellant for several reasons, including lack of 

information obtained from Appellant and that Elliott Davis felt uncomfortable completing the audit 

based upon its preliminary investigation. Elliott Davis did not reimburse the School District or 

Appellant with the initial funds it received to complete the audit as Elliott David considered the 

$10,000 to be a retainer. l 

On March 18, 2010, the School District voted to revoke Appellant's charter at the end ofthe 

school year. The School District cited Appellant's failure to meet generally accepted standards of 

fiscal management as the reason for its revocation. 2 Further, the School District cited Elliott 

Davis's termination letter as support for the decision. (ROA, pgs. 4 and 5). On March 30, 2010, 

Appellant timely requested a hearing before final action was taken on the status of its charter. On 

May 20, 2010, the District confirmed its decision to revoke the charter of Appellant. Appellant 

timely filed a Notice of Appeal with the ALC on June 23, 20l0. 

JURISDICTION AND STANDARD OF REVIEW 

The Act provides for the creation and establishment of charter schools in South Carolina. ' 

Although charter schools are exempted from complying with many laws and regulations applicable 

to a public school, a charter school "must" meet certain requirements as set forth in the Act. See, 

S.C. Code Ann. § 59-40-50(B). Further, S.C. Code Ann. § 59-40-60 provides that "[a]n approved 

charter application constitutes an agreement, and the terms must be the terms of a contract between 

the charter school and the sponsor," "[t]he contract between the charter school and the sponsor shall 

reflect all agreements regarding the release of the charter school from school district policies," and 

"[ a] material revision of the terms of the contract between the charter school and the approving board 

may be made only with the approval of both parties." See also James Academy of Excellence v. 

During the hearing below, a representative of Elliott-Davis testified that a completed audit similar to Appellant's· 
would cost approximately $20,000. 

Because Appellant was considered a component unit of the School District, its failure to complete the 
independent audit affected the School District's audit, and it received a qualified ( unfavorable) opinion as to the School's 
District's audit. Thus, the School District revoked Appellant's charter because of the qualified opinion's affect on the 
District ability to perform some of its functions. 
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Dorchester County School District Two, 376 S.C. 293, 299-300, 657 S.E.2d 469,472 (2008). 
~ 

S.C. Code Ami. § 59-40-110(C) provides that a sponsor must revoke a school's charter if it 

determines that the charter school: 

(1) . committed a material violation of the conditions, standards, or procedure 
provided for in the charter application; 

(2) failed to meet or make reasonable progress, as defined in the charter 
application, toward pupil achievement standards identifie~ in the charter 
application;' 

(3) failed to meet generally accepted standards of fiscal management;· or 

(4) violated any provision oflaw from which the charter school was specifically 
exempted. 3 

Section 59-40-110(A) requires the sponsor to annually evaluate the conditions outlined in 

§ 59-40-110(C) and to use those evaluation results in making a determination for nonrenewal or 

revocation of the charter. If a sponsor decides to revoke a charter, it must notify the charter school's 

governing body in writing and in reasonable detail of the grounds for the proposed termination at 

least sixty days prior to termination of the charter. See S.C. Code Ann. § 59-40-110(D). As 

provided in S.C. Code Ann. § 59-40-110(F), the charter school's governing body may then request, 

in writing, a hearing before the sponsor within fourteen days of receipt of the notice of termination of 

the charter. After receipt of a timely request for a hearing by a charter school goverillng body, the 

sponsor shall conduct a hearing prior to taking final action. See S.C. Code Ann. § 59-40-110(F). A 

final decision of the sponsor to revoke a charter may then be appealed to this Court pursuant to S.C. 

Code Ann. § 59-40-90. 

The ALC has authority to review the final order of the School District as an appeal under 

S.C. Code Ann. § 1-23-380(5), which provides for reversal only if its findings are: 

. (a) in violation of constitutional or statutory provisions; 
(b) in excess of the statutory authority of the agency; 
(c) made upon unlawful procedure; 
(d) clearly erroneous in view of the reliable, probative and substantial evidence on the 

whole record; or 

As specified by S.C. Code Ann. § 59-40-11 O(E), the only grounds for revocation of a charter are those contained 
in § 59-40-110(C). 
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( e) arbitrary or capricious or characterized by abuse of discretion or clearly unwarranted 
exercise or discretion. 

In applying this scope of review, the reviewing court may not substitute its judgment for that 

of the agency as to the weight of the evidence on questions of fact, but may reverse where the 

decision is affected by an error oflaw. Liberty Mutual Ins. Co. v. S.C. Second Injury Fund, 363 S.C. 

612,611 S.E.2d 297 (Ct. App. 2005). Therefore, in this instance, the Court will review the findings 

of the School District to determine if its findings of fact or conclusions of law are based on 

substantial evidence contained in the whole record. In Porter v. South Carolina Public Service 

Commission, 333 S.C. 12,20-21,507 S.E.2d 328,332 (1998), the South Carolina Supreme Court 

defined the substantial evidence standard of review as follows: 

Substantial evidence is relevant evidence that, considering the record as a whole, a 
reasonable mind would accept to support an administrative agency's action.· 
Substantial evidence exists when, if the case were presented to ajury, the court would 
refuse to direct a verdict because the evidence raises questions of fact for the jury. It 
is more than a mere scintilla of evidence, but is something less than the weight of the 
evidence. Furthermore, the possibility of drawing two inconsistent conclusions from 
the evidence does not prevent a court from concluding that substantial evidence 
supports an administrative agency's finding. 

The Supreme Court found "[ t]his deferential standard of review does not mean, however, the 

Court will accept an administrative agency's decision at face value without requiring the agency to 

explain its reasoning." Id. at 21,507 S.E.2d at 332. Further, the agency "must fully document its 

findings of fact and base its decision on reliable, probative, and substantial evidence on the whole 

record." Id. "An administrative body must make findings, which are sufficiently detailed to enable 

this Court to determine whether the findings are supported:by the evidence and whether the law has 
i r 

been applied properly to those findings." Id. ! 

. DISCUSSION 

Appellant raises the following issues on appeal: 

1. The School District's reasons for reyocation do not constitute 
a material breach or violation of Appellant's charter. 

2. The School District's assertion that:Appellant failed to meet 
generally accepted standards of, fiscal management is 
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erroneous in light of the substantial evidence in the record. 

3. The School District's decision to revoke Appellant's charter 
is arbitrary and capricious; characterized by an abuse of 
discretion; or clearly unwarranted exercise of discretion. 

Authority to Revoke Charter Pursuant to S.C. Code Ann. § 59·40·110(C) 

Appellant first argues that the School District's reason for terminating its charter does not 

constitute a material breach or violation of the charter; I disagree. Under the Act, a sponsor - here, 

the School District - is authorized and required to revoke a charter if it determines the charter school 

committed anyone of the four violations stated in S.C. Code Ann. § 59-40-11 O(C). Section 59-40-

11 O( C)(3) provides that a charter must be revoked if the sponsor determines that the charter school 

"failed to meet generally accepted standards of fiscal management." In this case, the School District 

determined that Appellant's charter must be revoked due to "material violations of conditions, 

standards and procedures in the management of [Appellant's] finances and the operation of [its] 

school." Thus, the School District was well within its authority to revoke Appellant's charter based 

upon fiscal management concerns. 

School District's Decision to Revoke Charter 

Appellant next argues that the School District's decision is erroneous in . light of the 

substantial evidence in the record, is arbitrary and capricious, and characterized by an abuse of 

discretion. I agree. 

Pursuant to S.C. Code Ann. § 59-40-11 0(B)(2), Appellant submitted financial statements to 

the School District which disclosed the costs of administration, instruction, and other spending 

. categories for its charter during the first two years of operation. These financial submissions to the 

School District were met with general approval. At the end of the 2007·2008 academic year, 

Appelhint again submitted its financial statements, in the same format, to the School District. 

However, Appellant was informed that because it was now considered a "component unit" of the 

School District, it was required to have an independent audit completed and submitted to the School 

District. Appellant was given no prior notice of the change or why it was now being considered a 

component unit in year 3 of operation when its prior submissions were met with general approval. 

Moreover, Appellant contacted the State Department of Education and was informed that an 
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independent audit was not necessary, although the School District later confinned that the 

infonnation given to Appellant by the State Department of Education was incorrect. 

Although the Respondent never gave Appellant a reason for why it is now considered a 

component unit of the School District, Appellant nevertheless attempted to have an independent 

audit completed prior to the deadline given by the School District. Appellant was diligent in 

retaining a Kelly-Moser, a finn that is familiar with and does work with other charter schools, to help· 

get their records in order for the audit, however"because offunding constraints, Appellant was unable 

to have the audit completed before the deadline. Subsequently, the School District took 

approximately $10,000 of Appellant's allocated money and retairied Elliott Davis to perfonn the 

independent audit for the 2007-2008 academic year. By letter dated January 26, 2010, Elliott Davis 

infonned both Appellant and the School District that it was tenninating its professional relationship 

with Appellant prior to the completion of the audit based upon lack of infonnation received from 

Appellant, and because Elliott Davis believed that funds of Appellant had been comingled with 

another entity. (ROA Pg. 5). Despite having tenninated the relationship prior to the completion of 

the audit, Elliott Davis did not return the $10,000 to Appellant or the School District as it viewed the 

payment as a "retainer." Furthennore, the School District did not reallocate those funds to 

Appe 11 ant. 4 

The School District abused its discretion in terminating Appellant's charter based upon fiscal 

management issues as relayed in Elliott Davis' January 26,2010 letter. (ROA Pg. 4). First, there is 

no statute or regulation that defines what constitutes generally accepted standards of fiscal 

management. Although the School District argues that failure to complete an independent audit 

would constitute failure to meet generally accepted standards of fiscal management, the School 

District's own actions prevented - or at a minimum, hindered - Appellant's ability to ensure that an 

independent audit was completed. Specifically, during Elliott Davis' investigation, it concluded that 

Appellant had commingled its funds with another entity. However, had either Elliott Davis or the 

4 Appellant subsequently retained Kelly-Moser to complete the 2007-2008 audit. The same initial information 
forwarded to Elliott-Davis by Appellant was used to complete the subsequent audit. Notably, during oral arguments, the 
School District acknowledged that Appellant is continuing to operate and all of its audits subsequent to the 2007-2008 
academic year have been met with satisfaction by the School District. Appellant further noted that Kelly-Moser has been 
retained by Appellant in each subsequent year's audit. 
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School District made even a cursory inquiry, they could have learned that Appellant and the separate 

entity, Palmetto Youth Services, were one and the same.5 Thus, any concern regarding the possibility 

of comingling of Appellant's money with another entity was meritless. Secondly, the School District 

took $10,000 of Appellant's allocated money to fund the Elliott-Davis audit. After the premature 

conclusion of the professional relationship, neither Elliott-Davis nor the School District reallocated 

this money to Appellant so that it could retain a firm to complete the audit. For a small' charter 

school that functions on a stringent budget, generating approximately twenty thousand dollars to 

complete an audit near the end of the school year is a difficult- ifnot impossible -task. Put simply, 

it was an abuse of discretion for the School District to take Appellant's allocated money to pay for an 

audit that was never completed, fail to reallocate the funds to Appellant to have the audit done, and 

then revoke Appellant's charter based upon its failure to have that audit completed. 

Accordingly, having reviewed the entire record, and listened carefully to the arguments 

presented by the parties, the Court finds that the School District abused its discretion in revoking 

Appellant's charter, and the Court reverses the School District's decision. 

ORDER 

Based upon the foregoing, 

IT IS HEREBY ORDERED that the School District's decision dated June 1,2010 is 

REVERSED. 

AND IT IS SO ORDERED. 

#£ May '1/ ,2012 
Columbia, South Carolina 

S RLEY C. OBINSON 
Ad in1<::tr!:l, ,tii "" '-'L..TnA ~1ffiGO\ SEi't\-l~ge 

Th is is to rtily th at tha u nd srsi 9 nad has this date 
served this order if' the aOove entrtled action upon all 
parties to this caus,e by d 9 posit! ng ,a co py h ereo/' 
in tha Ur:iiad Sil!::as mail, ~e paid, 0( iI1 tNI ~e:lc'i 
Mail Sa.rvice addre:ss&d to me party(ies) 0/' it.~N' S"ltome'j(s). 

Th"-1;:~~ 
BY:.. Jud icial' C\;(j( 

During oral arguments, Appellant clarified that Palmetto Youth Services is a non-profit corporation doing 
business as Palmetto Youth Academy, and this information would have been provided to Elliott Davis had they made 
inquiry. 
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CERTIFICATE OF SERVICE 

I, the undersigned employee of McIntosh Law Office, do hereby certifY that the 

foregoing Record On Appeal has this day been served by Federal Express to the 

following person, this 13th day of June 2012. 

Samuel M. Mokeba, Esquire 
BAKER, RAVENEL & BENDER & L.L.P. 
3710 Landmark Drive, Suite 400 
Columbia, South Carolina 29204 
803-799-9091 

By:J3~CC~ 
Beverly G. Capps 
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Ms. Jenny Abbott Kitchings 
Clerk, South Carolina Court of Appeals 
1015 Sumter Street 
Columbia, S.C.29201 

Via Federal Express #80066260 1856 

June 13,2012 

a Fr'F,fVED 
JUN 1 6 2012 

Be Court of Appeals 
RE: Palmetto Youth Academy Charter School vs. Florence County School District 1 Board of 

Trustees. 
Appellate Case No. 2012-212001 

Ms. Kitchings: 

Enclosed are 15 copies and one unbound copy of the Record On Appeal, which we are 
filing. A copy of this has been served on counsel for the respondent. 

Sincerely yours, 

D. Laurence McIntosh 
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Enclosures 

cc: Samuel M. Mokeba, Esquire 
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