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Office of Inspector General 
The School District of Palm Beach County 

 
Case No. 13-007 

 
G-Star School of the Arts for Motion Pictures and Television Charter School 

 
EXECUTIVE SUMMARY 

 

 
The Office of Inspector General (OIG) initiated a review in response to allegations raised 

regarding the Charter School’s (1) governance, (2) budgeting, (3) financial management, (4) full 

time equivalent (FTE) reporting, (5) employment practices, (6) school facilities, (7) Exceptional 

Student Education (ESE) services, and (8) health, safety, and environmental conditions. The OIG 

reviewed the first four items and referred the remaining issues to the appropriate agencies and 

District departments. 

 

The results of our review indicated weaknesses in the area of governance, specifically, G-Star’s 

corporate structure. G-Star’s Amended and Restated Articles of Incorporation and Bylaws 

provide powers to the Sole Member (who is also the founder, Chief Executive Officer, and 

president of the corporation) that could negatively impact the Governing Board’s fiscal oversight 

and responsibilities. We further determined that G-Star was not in compliance with the Charter 

requirement to maintain five voting members of the Governing Board.  

 

G-Star has both under-budgeted expenditures and over-projected enrollment for several years, 

resulting in an overestimation of revenues. Accurate comparisons of actual expenditures to 

approved budgets were not presented to the Governing Board, inhibiting the Board’s ability to 

accurately evaluate the school’s financial condition. 

 

Our review of the Governing Board’s Financial Policies and Procedures manual revealed 

potential weaknesses with regard to the Board’s fiscal oversight responsibility. A comparison of 

the Bylaws with the Policies and Procedures revealed inconsistencies including the ability of the 

Sole Member to spend up to $100,000 above the approved budget with only post-approval of the 

Governing Board. Other issues of internal control weaknesses included lack of segregation of 

duties, no inventory of pre-numbered documents, and absence of a chart of accounts. 

Additionally, there are no records to substantiate the Board receives and approves disbursement 

reports as required by the Charter Agreement.  
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We also noted discrepancies existed between the information presented publically in the 

Independent Auditor’s Report and the IRS Form 990 Tax Return with the information provided 

to us for review in the areas of financial reporting, budgeting, and governance.  

 

Finally, the Sole Member created the G-Star School Foundation, Inc., which is a separate entity 

from the school.  We concluded that responsibilities for a major fundraising project were blurred 

between the Foundation and G-Star. 

 

With the assistance of District staff, we found no current issues in the area of FTE reporting. 
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Office of Inspector General 

The School District of Palm Beach County 
 

Case No. 13-007 
(and Related Cases 13-014, 13-079, 14-178) 

 
G-Star School of the Arts for Motion Pictures and Television Charter School 

 
CHARTER SCHOOL REVIEW 

 

 
 

Authority.  School Board Policy 1.092, Inspector General (4)(a)(iv) provides for the Inspector 

General to receive and consider complaints, and conduct, supervise, or coordinate such inquiries, 

investigations, or reviews as the Inspector General deems appropriate.  Further, the Charter 

School Contract between the School Board and Students in the Arts TV / G-Star TV, Inc. operating 

G-Star School of the Arts for Motion Pictures and Television (Charter) is the core agreement 

between the District and the Charter School. The Charter School has the responsibility to meet 

the Charter’s requirements; the School District has the responsibility to verify compliance. The 

District issued an initial five-year Charter Agreement in 2002 (Charter) to G-Star School of the 

Arts for Motion Pictures and Television1 (G-Star). On August 26, 2007, a Charter Agreement 

renewal with a ten-year term through July 31, 2017, was approved by the School Board. 

 

Purpose and Scope.  The Office of Inspector General (OIG) initiated a review in September, 2013 

in response to numerous complaints and questions raised related to the Charter School. (Please 

see Exhibit 1 for related cases and allegations). Certain allegations were similar in nature and 

have been combined and consolidated to eliminate duplicates. These complaints and allegations 

were grouped into eight categories: 

 

1. Governance (23 allegations) 

2. Budgeting (1 allegation) 

3. Financial Management (15 allegations) 

4. FTE Reporting (4 allegations) 

5. Employment Practices (6 allegations) 

6. School Facilities (17 allegations) 

7. Exceptional Student Education (ESE) Services (5 allegations) 

8. Health,  Safety, and  Environmental Conditions (15 allegations) 

                                                           

1 “G-Star School of the Arts for Motion Pictures and Broadcasting” is the actual registered fictitious name (valid 
through December 31, 2016) of the not-for-profit corporate charter holder, Students in the Arts TV / G-Star TV, Inc.  
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The OIG reviewed allegations concerning the first four categories: governance, budgeting, 

financial management, and FTE reporting. Allegations that were substantive are concluded upon 

in this report.  Certain allegations not included in the investigation were either not substantive or 

lacked apparent violations of laws, rules or policies.  

The remaining issues, employment practices, school facilities, ESE services, and health, safety, 

and environmental conditions were referred to and addressed by the: 

 District’s Charter School Department 

 District’s Environmental & Conservation Services 

 District General Counsel’s Office 

 Palm Beach County Department of Health 

This review was conducted in compliance with the Quality Standards for Investigations within the 

Principles and Standards for Offices of Inspector General, promulgated by the Association of 

Inspectors General.  

REVIEWS PERFORMED 
 

Document Review 
 

 Section 1002.33 and Chapter 617, Florida Statutes 

 Sections 6A-1.0081 and 6A-6.0784, Florida Administrative Code 

 Renewed Charter School Contract, approved August 26, 2007 (Charter) 

 G-Star Financial Policy and Procedure Manual 

 Minutes of G-Star Governing Board meetings, March 20, 2012 through May 21, 2014 

 G-Star Audited Financial Report, Fiscal Years 2012 and 2013 

 G-Star General Ledger, Fiscal Years 2012 and 2013 

 G-Star Bank statements, reconciliations, and cancelled checks, FY 2012 and 2013 

 Supporting documents for deposits, disbursements, and transfers of funds, FY 2012 

and 2013 
 

Interviews 
 

 CEO/President/Founder, G-Star School 

 Bookkeeper, G-Star School 

 District FTE Specialists 

 Complainants 
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RESULTS OF REVIEW AND CONCLUSIONS 
 

1. Governance 

 
Corporate Structure 

 
G-Star’s corporate structure is a not-for-profit corporation initially organized in 1998. The not-

for-profit structure is consistent with Section 1002.33, Florida Statutes requirement that “a 

charter school shall organize as, or be operated by, a nonprofit corporation.”  

 
Subsequent to the initial Charter in 2002, Amended and Restated Articles of Incorporation 

(Articles) were filed with the State in 2005 (Exhibit 3). The 2005 Amended and Restated Articles 

created a provision for members and provided powers to the members. More specifically, the 

CEO of G-Star was declared the initial member and given the power to elect any future members. 

In 2012, subsequent to the Charter renewal in 2007, G-Star’s Board of Directors adopted 

Amended and Restated Bylaws (Bylaws), (Exhibit 4). The 2012 Bylaws were written to be 

consistent with the 2005 Amended and Restated Articles, providing for the Chief Executive Officer 

as the sole member of the Corporation.  

 
G-Star did not timely provide its amended Articles and related documents to the District. Charter 

Section 30.A requires the Charter School to furnish copies of its Articles, Bylaws, and 

amendments thereto to the sponsor. At the February 25, 2013 Governing Board meeting, the CEO 

reported that he would confirm the District had a copy of the current bylaws. The FY 2014 mid-

year review conducted by the District’s Charter School Department on January 22, 2014, 

indicated that the copies of the 2005 articles and 2012 bylaws had not been uploaded to the 

District’s online monitoring system. G-Star complied by uploading the documents on March 30, 

2014. 

 
Sole Member, CEO, President. As established by the Amended and Restated Articles of 

Incorporation and Bylaws, the Founder of the school is the sole member, Chief Executive Officer 

(CEO), and president of the corporation (hereafter referred to as Sole Member). Though the 

provisions in the Articles and Bylaws regarding the Sole Member may not necessarily be typical 

for a not-for-profit organization, G-Star’s Amended and Restated Bylaws appear to be consistent 

with the provisions of Chapter 617, Florida Statutes, relative to members. 2 

 

                                                           

2 Unlike a for-profit corporation, which has shareholders, a not-for profit corporation in Florida may, but is not 
required to, have members. A corporation may have one or more classes of members or may have no members. 
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Ultimately, as required by the Charter and state laws, the Governing Board is responsible for the 

financial and administrative management of the school (See Charter General Provision, Section Q 

and Fla. Stat. 1002.33 (7) – (10), (12), (16), (17), (25) and 1002.345).  However, G-Star’s 

Amended and Restated Articles and Bylaws reserves certain specific powers exclusively to the 

Sole Member, for example, 1) approving transactions involving real estate where the school is 

located, 2) approving changes in corporate structure and organizational documents, including 

the dissolution or liquidation of the corporation and 3) approving the borrowing of funds in the 

name of the corporation.3  

 

Additionally, G-Star’s Bylaws contain a provision allowing the Sole Member to terminate a board 

member for cause. Specifically, Section 3.14 of the Bylaws provides in part the following: “… Any 

Director may be removed for cause, at any time, by the Member, at any regular meeting or special 

meeting of the Board, or by a written action signed by the Member and delivered to the Board.”   

 

Chapter 617, Florida Statutes, does not prohibit provisions regarding the powers of a sole 

member as found in the Amended and Restated Bylaws. However, when the powers of the sole 

member are examined with the powers and duties identified for charter school Governing Board 

members by state laws and the Charter, it is not reasonable to expect the Governing Board to 

maintain independent oversight of financial and administrative management of the school when 

the Board’s employee  may  terminate a Board Member. 

 

The Sole Member terminated the then Board Chair in a letter dated February 8, 2013 delivered 

to the home of the Board Chair (Exhibit 2). Subsequently, a special meeting of the Board (absent 

the Board Chair) was held on February 25, 2013, to discuss this action. The remaining two board 

members expressed concern and questioned the manner in which the Board Chair’s departure 

was handled and asked the Board’s legal counsel to review and report on the appropriateness of 

the Chair’s removal. The OIG renders no opinion on the Sole Member’s stated reason(s) for 

terminating the Board Chair. 

 

The minutes of the Board meeting reflected that the termination letter to the Chair was delivered 

without prior notice or discussion with the Governing Board. The Board’s counsel advised the 

termination was in full compliance with the law and G-Star’s bylaws. No vote was taken to 

remove the Chair. At the same meeting, the remaining two Board members elected a 

replacement board member. 

 

 

                                                           

3 See Article III (Powers) and Article IV (Members of the Amended and Restated Articles of Incorporation). 
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Conclusion: 

 
G-Star’s corporate documents providing for members and designating specific powers to a sole 
member affects the Governing Board’s authority to continuously exercise oversight and fiscal 
authority relative to the Charter School as required by Section 1002.33, Florida Statute. 
 

Governing Board Composition 

 

Charter Section 30.J states “the Charter School shall establish a Charter School Governing Board of 

at least five members.” Charter Section 30.A further states “Board Members cannot be employees of 

the school.”  This statement is further upheld by Section 1002.33 (26)(c), Florida Statutes, which 

provides that “An employee of the charter school, or his or her spouse, may not be a member of the 

governing board of the charter school.” 

 

Documents submitted by G-Star to the Charter School Department and OIG listed five names and 

included the Sole Member as a “non-voting” Governing Board member.  

 

Conclusion: 

 

We conclude that G-Star has not been compliant with the Charter Agreement of five voting 

members. The Sole Member, as a paid employee of G-Star, cannot be a member (voting or non-

voting) of the school’s Governing Board.  

 

Mandated Training 

 

As part of our initial request for documents on September 18, 2013, we asked for verification 

that all Governing Board Members completed the State-mandated governance training.4 We 

received the following certificates on October 11, 2013. Three of the four Board Members plus 

the Sole Member did not receive the mandatory training until after our request. 

 

  

                                                           

4
 Section 1002.33(9)(j)4, Florida Statutes states “the governing board of the charter school shall be responsible for 

participating in governance training approved by the department [of education] which must include government in the 
sunshine, conflicts of interest, ethics, and financial responsibility.” 
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Board Member 
Date 

Joined Board 

Date 

of Certificate 

Member #1 1/31/2012 10/29/2012 

Member #2 1/31/2012 10/3/2013 

Member #3 2/25/2013 10/3/2013 

Member #4 9/2/2013 10/4/2013 

Sole Member 4/15/2013** 9/29/2013 

** Date filed with Department of Corporations 

 
Governing Board Meetings and Minutes 
 

Section 1002.33 (7)(d)2, Florida Statutes, require that governing board “…meetings be noticed, 

open, and accessible to the public…”  Also, Section 1002.33(16)(b)2, Florida Statutes, requires 

compliance with Section 286.011 and Chapter 119, Florida Statutes by Charter Schools relating to 

public meetings, access and retention of public records. Public records are defined in law as “all 

documents … regardless of the physical form, characteristics, or means of transmission, made or 

received … in connection with the transaction of official business by any agency.”5  

 

The Governing Board’s official minutes are maintained in a binder and kept in the Sole 

Member/CEO’s office. G-Star does not retain evidence of the meeting notifications to establish 

compliance with Florida Statutes.  

 

The Sole Member stated that meeting notices are, in fact, posted on the school’s website. 

However, once the meeting has occurred, the notice is removed from the website and no record 

is kept as to when it was originally posted or for how long. It should also be noted that the 

meeting notice is not readily evident on the website’s home page. 

 

It is difficult to determine what business was conducted by the Governing Board as agendas are 

not consistently maintained with the official minutes. Documents, if any, presented to the 

Governing Board for consideration at meetings (i.e., financial reports, contracts, etc.), are not 

filed with the official minutes.  

 
Conclusion: 
 

Florida Public Records Law requires that notices of the Governing Board meetings be maintained 

consistent with law. G-Star should establish a method to retain copies of any notices of its 

governing board meetings, agenda, and presented documents. 

                                                           

5
 Section 119.011(12), Florida Statutes 
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School’s Website   

 

Beginning in Fiscal Year 2014, Section 1002.33(9)(p), Florida Statutes, added the requirement 

that “each charter school shall maintain a website that enables the public to obtain information 

regarding the school; the school’s academic performance; the names of the governing board 

members; the programs at the school; any management companies, service providers, or education 

management corporations associated with the school; the school’s annual budget and its annual 

fiscal audit; the school’s grade pursuant to s.1008.34; and, on a quarterly basis, minutes of the 

governing board meetings.”  

 

Conclusion: 

 

The School’s website met most of these new requirements. However, the school’s annual budget, 

annual independent audit, and the Governing Board minutes were not included on the website, 

as required. Beginning June 10, 2014, and upon the OIG informing G-Star of this requirement, the 

minutes for one meeting (January 2014) and the FY 2014-2015 Budget were added to the 

website. A link for accessing these documents should be prominently displayed on the website’s 

home page. 

 

Financial Policies and Procedures 

 

Section 1002.33(9)(i), Florida Statutes require “the governing body of the charter school shall 

exercise continuing oversight over charter school operations.”  G-Star’s Governing Board adopted 

the Financial Policy & Procedures Manual (Manual) on September 25, 2012. Our review of the 

policies found potential weaknesses with regard to the Board’s fiscal oversight responsibility, as 

outlined below. Pertinent provisions of the Bylaws should be reviewed for consideration as the 

policy manual should be written consistent with such Bylaws. 

 

Board Authority Over Purchases.  The Manual, Section XIV – Budgeting of Funds (procedures) 

permits the Sole Member to “make financial expense decisions up to $100,000 above the approved 

annual budget provided such decision is within the scope of the approved budget and prompt notice 

of financial expense is provided to the Board of the Directors.” The Manual contradicts the Bylaws 

provision which allow for both the Sole Member and the principal to execute contracts up to 

$100,000 for items contemplated in the approved budget. 
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The Bylaws assign responsibility to the school’s Finance Committee to monitor cash flow by 

recommending priorities to the corporate expenditures in light of available resources.6 

Additionally, the Governing Board’s Treasurer, who is also chair of the Finance Committee, is 

charged with responsibility for keeping correct and adequate records of the transactions of the 

corporation.7 

 

Charter Agreement, Section 21.N requires the Governing Board to review and approve a 

Disbursement Report at least once a month.  As discussed above, documentation of items 

distributed at Board Meetings is not maintained with the official minutes. Based on our review of 

the provided minutes, we found that meetings are held at varying intervals. There is no mention 

of Board review or approval made in the minutes with regard to monthly Disbursement Reports.  

 

Conclusion: 

There is no evidence G-Star complied with the stated Charter requirement in Section 21. Also, the 

ability of the Sole Member and principal to commit the Charter School up to $100,000 above the 

approved budget (or 1.5% of budgeted expenditures) with only post-approval of the Governing 

Board presents a potential abrogation in the Board’s responsibility for fiscal oversight. 

Check-Signing Authority.   Section 8.02 of the Bylaws provides that all instruments be signed or 

endorsed as provided for in the policies and procedures manual. The Manual provided the 

following check-signing authority: 

 

 Section V. – Bank Account Management: Issuing/Signing Checks states that “all 

checks are to be signed by the [Sole Member].”  

 

 Section XI – Accounts Payable further requires that “all checks under $2,500 can be 

signed by the [Sole Member] or principal. Checks over $2,500 must have two 

signatures; the [Sole Member] and the principal or one authorized board member.”  

 

Our review of the bank signature cards for all of the school’s 14 bank accounts indicated the 

Board’s secretary, the Sole Member, and principal are all authorized signers on all of the 

accounts. We examined the canceled checks for Fiscal Years 2012 through 2013 and found the 

above policy of two signatures on checks for more than $2,500 consistently applied. However, 

we saw no instances of the Board Member signing any of the checks. 

 

                                                           

6
 See Section 6.03(a) of the Amended and Restated Bylaws. 

7
 See Section 5.9 of the Amended and Restated Bylaws. 
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Although the Board’s Secretary is an authorized signer, it carries little significance without 

written provisions requiring Board signatures on checks over a certain dollar threshold. 

Particularly considering there are no records to substantiate the Board receives and approves 

the disbursement reports required by the Charter Agreement, as discussed above. 

 

Conclusion: 

The Board’s fiscal oversight responsibility could be compromised by allowing the school 

principal, who is directly supervised by the Sole Member, to co-sign checks above $2,500 in lieu 

of a Board Member, when the Board does not receive the Disbursement Reports.  

Public Reporting 

 

Form 990 Reporting.  G-Star, as a tax-exempt organization,8 is required to annually file IRS Form 

990 – Return of Organization Exempt from Income Tax (Form 990). Form 990 must be available 

for public inspection as it serves as a mechanism for an organization to present itself and its 

mission. We reviewed the school’s most recent Form 990 for Fiscal Year 2013. Part VI of Form 

990 is a questionnaire related to Governance, Management, and Disclosures practices. Several 

answers presented in this section appear to be inaccurate compared to the information from the 

corporate Amended and Restated Articles of Incorporation and Bylaws. 

 

Governing Body and Management 

 

Form 990, Section A, Line 6: 

Question: Did the organization have members…? 

Answer: No 

Comment: The school operates as a not-for-profit corporation with the CEO as 

the Sole Member. 

 

Form 990, Section A, Line 7b: 

Question: Are any governance decisions of the organization reserved to (or 

subject to approval by) members … other than the governing body? 

Answer: No 

Comment: G-Star’s documents do reserve specific authority to the Sole Member 

for approving Governing Board decisions and terminating Governing 

Board members for cause. 

 
                                                           

8
 Tax-exempt status is established under Section 501 of the Internal Revenue Code. 



 

 

Office of Inspector General                                                                                                      Case No.  13-007 

10 

 

Policies 

 

Form 990, Section B requests information concerning the existence of certain 

written policies and review processes that, while not specifically required by the 

IRS, do represent sound governance practices. G-Star responded in the following 

manner regarding the following policies: 

 
Did the organization have a … Yes No 

 Written conflict of interest policy? x  

 Written whistleblower policy?  x 

 Written document retention and destruction policy? x  

 

G-Star should consider adopting a formal whistleblower policy as a matter of 

sound business practice and good governance. While whistleblower policies are 

not specifically required of a charter school by state statute or Charter Agreement, 

such a policy would represent sound governance on the part of G-Star. 

 
Review and Disclosures 

 

Form 990, Section B, Line 11a: 

Question:  Has the organization provided a complete copy of this Form 990 to 

all members of its governing body before filing the form? 

Answer: No 

Comment: G-Star commented that the president (i.e. Sole Member) and key 

personnel review the tax return annually. The Governing Board, as 

administrative and fiscal oversight for the school, should take an 

active role in the review and presentation of public information. 

 

Form 990, Section C, Line 19: 

 

Question: Describe … how the organization made its governing documents, 

conflict of interest policy, and financial statements available to the 

public during the tax year. 

Answer: “No documents available to the public.” 
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Conclusion: 

 

Involvement of the Governing Board in presentation of public information is an important aspect 

of proper governance and the Board should monitor the school’s administration in presenting 

accurate information of operations. Critical reports and documents should be reviewed and 

formally approved by the Board. 

 
Charter School Foundation 
 

The G-Star School Foundation, Inc. (Foundation) is an entity separate from the school and does 

not fall within the jurisdiction of the District’s Charter School Department or the OIG. Upon our 

request, we were provided with a list of donation records, bank statements for a Foundation 

bank account and the bank account signature card. 

 

Foundation Governance. The Foundation is a Florida not-for-profit corporation established in 

April 2012. It was organized as a direct support organization under Section 509 of the Internal 

Revenue Code. The Foundation’s Articles of Incorporation state the Foundation is a 

non-membership corporation and shall be operated, managed, and controlled solely by its Board 

of Directors for the sole and exclusive benefit of the school. The Articles also provide that “the 

corporation shall at all times be operated, supervised and controlled, directly or indirectly, by the G-

Star School.” 

 

G-Star’s Sole Member is the chairman and treasurer of the Foundation. The Foundation’s 

financial records are maintained by the school’s bookkeeper. According to the bank’s signature 

card, the authorized signers for the Foundation’s checking account are the Sole Member and G-

Star’s Governing Board Secretary. Considering the Secretary of G-Star’s Governing Board is not 

an appointed member of the Foundation’s Board, it would be more appropriate for a sitting 

Foundation Board Member to co-sign Foundation checks with the Sole Member. 

 

Conclusion: 

 

We examined the Foundation’s bank account records from May 24, 2012, through June 30, 

2013.9 Based upon our examination of the bank statements and supporting schedules provided 

to us by the bookkeeper, we did not observe any transactions that appeared to indicate 

Foundation funds were co-mingled with funds of G-Star. However, both G-Star and the 

                                                           

9
 According to records provided to us, G-Star School had fourteen active bank accounts located at three institutions as of 

June 30, 2013, plus one brokerage account for bond funding. The Foundation had one active bank account. We have no 
means to verify whether all bank records were disclosed to the OIG for review. 
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Foundation should take extreme care in maintaining a clear separation between the school’s and 

the Foundation’s financials and operations.  

 

Fundraising Project.  The minutes for the February 25, 2013, Special Meeting of G-Star’s 

Governing Board reflect that the Sole Member sought preliminary approval to continue to 

explore the Foundation’s project and funding opportunities (emphasis added). The goal of the 

fundraising/construction/educational project is to build a new cafeteria/auditorium facility with 

World War II themed exhibits from the proceeds while educating the community on the history 

of World War II.  

 

At the same February 25, 2013 meeting, G-Star’s Board authorized further exploration and 

development of the project with the condition that any funds raised are to be restricted to this 

project. The Sole Member was directed to come back to the Board for further approvals prior to 

initiating the project. On November 14, 2013, G-Star’s Governing Board approved phase one of a 

contract with Avatar Company for fundraising on behalf of the Foundation.  

 

The Sole Member’s wife is identified on the Foundation’s website as Executive Consultant 

(changed from the previous title of Director of Development). The website for the World War II 

fundraising project is presently hosted at http://www.atagency.net, a website registered to the 

Sole Member’s wife. The project’s homepage describes the fundraiser as a school project and 

provides the school’s tax identification number (vs. the Foundation’s) for charitable donations. 

However, the website directs donors to make checks payable to the Foundation. Promotional 

materials are unclear as to which organization – the school or the Foundation – is operating the 

fundraiser. 

 

Conclusion: 

There is no clear separation between the Foundation and G-Star with regard to the World War II 

Fundraising Project. G-Star’s Governing Board’s minutes indicate ongoing awareness and 

involvement in the project. However, when asked during our review, the Sole Member stated to 

us that the project belongs to the Foundation.  

 

2. BUDGETING 

 

A budget is a critical planning tool for a charter school and should be consistent with G-Star’s 

mission and goals.   The Manual, Policy XIV – Budgeting of Funds, requires the Governing Board 

to approve an annual operating budget for the charter school as mandated by Section 

1002.33(9)(h), Florida Statutes. Per G-Star policy, adjustments to the budget during the year are 
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to be approved “as the Board designates.”  In the published Independent Auditor’s Report for 

June 30, 2013, the Notes to the Financial Statements described the process of budget 

amendments, as follows: “Budgets may be amended by resolution at any Board meeting prior to 

the date for the annual report.” 

Over Budgeted Student Enrollment and Revenue 

The Fiscal Year 2012 budget presented to the Governing Board was based on an over projected 

student enrollment. Again, a nearly identical overestimated budget was presented to the 

Governing Board for Fiscal Year 2013 based on the same overestimate. 

Although the school’s Independent Auditor’s Report stated that the budgets “were developed based 

on the school’s anticipated revenues and expenditures and the expected student population for the 

school year,” actual budgets were based on the enrollment capacity per Charter Agreement of 

1,130 students instead of a historic enrollment projection.  

 

 
Enrollment 

 
2012 

 
2013 

 
Budget Enrollment Estimate 

 
1130 

 
1130 

 
Actual Prior Year Enrollment 

 
868 

 
1080 

   
Overestimate of Enrollment 

 
262 

 
50 

Per Student Base Funding plus 
    Other Allocations 

 
$4,983 

 
$4,797 

 
Overestimation of Revenue 

 
$1,305,546 

 
$239,850 

 

Under Budgeted Expenditures 

A comparison of actual expenditures to the original board-approved budget reflected a variance 

indicating that G-Star’s actual expenditures exceeded the budget by $857,615 in FY 2012 and 

$582,819 in FY 2013 (12.1% and 8.5% of actual expenditures, respectively) [Tables 1 and 2 

below]. 
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Table 1 

Board Approved vs. Reported Budget, FY 2012 

 (based on 1,130 students) 

Board 
Approved 
Budget

(a) 

 

[1] 

Original 
Budget 

Reported on 
Schedule

(b) 

[2] 

Actuals 
 

[3]
 

Variance 
Over/(Under) 

 
[3]-[1] 

 

Total Revenues 

 

$7,030,290 

 

$1,596,241 

 

$6,535,670 

 

($494,620) 

 

Total Expenditures 

 

($6,233,630) 

 

($1,527,526) 

 

($7,091,245) 

 

$857,615 

Excess (Deficit) Revenue over 

Expenditures 

 

$796,660 

 

$68,715 

 

($555,575) 

 

($1,352,235) 

Transfers Out for Bond 

      Debt Service of Studio 

 

($528,000) 

 

0 

 

($86,008) 

 

$441,992 

  

 Capital Lease Inception 

 

0 

 

0 

 

$355,963 

 

$355,963 

 
Net Change in Fund Balance 

 
$268,660 

 
$68,715 

 
($285,620) 

 
($554,280) 

 
Sources:  (a) FY 2012 Budget, approved June 11, 2011 
 (b) FY 2012 Independent Auditor’s Report, Budgetary Comparison Schedule 
 (c) Budgeted Capital Outlay Funds of $350,300 included 
 (d) Actual Capital Outlay Funds of $591,257 used for debt service of bonds 

 
Table 2 

Board Approved vs. Reported Budget, FY 2013 

 (based on 1,130 students) 

Board 
Approved 
Budget

(a) 

 

[1] 

Original 
Budget 

Reported on 
Schedule

(b) 

[2] 

Actuals 
 

[3]
 

Variance 
Over/(Under) 

 
[3]-[1] 

 

Total Revenues 

 

$7,030,290
(c) 

 

$6,679,990 

 

$6,689,382 

 

($340,908) 

 

Total Expenditures 

 

($6,253,930) 

 

($6,031,130) 

 

($6,836,749) 

 

$582,819 

Excess (Deficit) Revenue over 

Expenditures 

 

$776,360 

 

$648,860 

 

($147,367) 

 

($923,727) 

    Transfers Out for Bond 

      Debt Service of Studio 

 

($528,000) 

 

($528,000) 

 

($175,414)
(d) 

 

352,586 

 

Net Change in Fund Balance 

 

$248,360 

 

$120,860 

 

($322,781) 

 

($571,141) 

 
Sources:  (a) FY 2013 Budget, approved May 3, 2012 
 (b) FY 2013 Independent Auditor’s Report, Budgetary Comparison Schedule 
 (c) Budgeted Capital Outlay Funds of $350,300 included 
 (d) Actual Capital Outlay Funds of $591,257 used for debt service of bonds 
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Conclusion:  

Significant expenditures over budget require the scrutiny and approval of the Governing Board. 

Significant Budget Variances Not Reported on Year-End Schedule 

The Independent Auditor’s Report stated the budget was revised over the course of the year to 

equal actual expenditures. We found no evidence the Governing Board approved any budget 

amendments. The Sole Member stated he was unaware of the management statement published 

in the Independent Auditor’s Report referencing budget revisions. He also stated that no 

amendments were made to the budget throughout the year. 

Budget Format Presented to Governing Board Inhibits Comparison 

According to the Independent Auditor’s Report, general accounting principles require that G-Star 

publish an unaudited “Budgetary Comparison Schedule” (Schedule) to supplement the basic 

financial statements in the Independent Auditor’s Report. We reviewed the FY 2013 budget 

information presented in the Independent Auditor’s Report , and noted several issues that inhibit 

Board Members from accurately evaluating the school’s financial condition compared to the 

approved budget. 

Format and categories differed between the budget approved by the Board and the published 

Schedule disallowed full comparison and transparency of information. Total budgeted 

expenditures approved by the Board were under-reported on the Schedule by $222,800. A 

variance of $100,000 occurred in the category of School Administration. Omissions totaling 

$122,800 (International Baccalaureate Program: $100,000; Professional Services: $2,800; and 

Fundraising: $20,000) were left out of the Expenditure categories of the Schedule. 

Conclusion: 

Although budgets can be amended due to changes in funding and needs for programs, they 

should present a clear picture of the school’s financial position for the Governing Board to 

monitor G-Star’s true financials and make informed decisions. Budgetary controls are defeated 

when the year-end budget is amended to match actual expenditures. 
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3. Financial Management 
 

Decline in Credit Rating by Standard & Poors   

 

On October 9, 2013, the bond rating agency, Standard & Poors (S&P), lowered the school’s long-

term credit rating from BB to B+. The S&P indicated a negative outlook and stated that in order 

to prevent the school’s rating from experiencing further decline; the school should: 
 

 Demonstrate sound financial practice and policies 

 Post adequate (at least 1 times) maximum annual debt service (MADS) coverage 

 Stabilize enrollment levels 

 Reverse the trend of declining unrestricted liquidity 

 Provide data in a complete and timely manner 

 Demonstrate a separation of leadership roles 

 Demonstrate succession planning 
 
Decline in Unrestricted Cash 

 

The General Ledger reflects a steady decrease (a total of -45%) in the unrestricted cash since 

June 30, 2011. (Table 3) 

Table 3 

Balance of Unrestricted Cash at Year-End 

 

Balance as of Amount** 
Annual  

% Decrease 

Cumulative 

% Decrease 

June 30, 2011 $1,005,792 - - 

June 30, 2012 $862,366 -14% -14% 

June 30, 2013 $556,547 -35% -45% 

  **Unrestricted cash (not including $400 Petty Cash Fund) 
 
The Sole Member explained that the school incurred several major expenditures in the past 

years, including: 
 

 Building repairs, and replacement of multiple large commercial air conditioning 

units 
 

 A major rewiring and computer upgrade due to the State mandate that required 

virtual learning by high school students and computerized testing 
 

 Purchase of digital production equipment to prepare students in anticipation of a 

Florida State University film school to be opened in West Palm Beach by the 

company Digital Domain. Subsequently, Digital Domain filed bankruptcy and the 
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planned university program was abandoned. However, the equipment is being 

used in other programs for students 

 

Conclusion: 

 

Based on our review of the minutes of the Board meetings, there was no evidence that the 

Governing Board approved these major expenditures as required by G-Star’s policy. 

 

Documentation For Disbursements 

 

G-Star’s Manual, Policy V, requires a pre-approved Purchase Order signed by the Sole Member for 

all items to be purchased. Policy XI mandates that invoices be paid within 30 days unless 

alternative arrangements are made with the vendors. The school’s bookkeeper maintains 

documentation of disbursements.  

 

We reviewed a sample of disbursements paid by both checks and credit card to determine if 

expenditures were properly authorized, adequately documented, and had the required Purchase 

Order. Four of 48 sampled disbursements lacked adequate documentation to identify the 

business purpose of the expenditure. 

 

 Check #9195, dated August 9, 2012, for $595 was documented with a Check 

Request Form with the stated purpose as “Pro Fee.” Staff explained that this was a 

payment to a former volunteer who worked for the school and manned the front 

desk. 
 

 Checks #6923 and #6924, both dated April 23, 2013, for $650 each had no 

supporting documentation. Staff explained the disbursement was to a contracted 

vendor, who provided weekly custodial services. However, there was no contract 

with the vendor and no invoices to support the disbursements. 
 

 Check #7067, dated June 28, 2013, for $300 was supported with a hand-written 

timesheet of dates and hours worked by an individual totaling 30 hours at $10 per 

hour. The timesheet included a name, address, and social security number. 

However, the timesheet neither indicated the type of work performed nor was it 

signed by a supervisor verifying the work performed. As stated by staff, the 

individual performed assistance at the X-scream summer camp.  
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Conclusion: 

 

To protect the best interests of the school and to ensure that purchases are appropriate, 

disbursements and purchases should be properly approved, documented, and supported by 

itemized invoices and receipts. Without adequate supporting documentation, there is no 

assurance that the expenses were appropriate.  

 

Internal Control Weaknesses 

 

A system of internal controls is a process intended to provide reasonable assurance that 

transactions are properly authorized, executed, recorded, and accurately reported in a timely 

manner. Ultimately, the purpose of internal controls is to support the accomplishment of 

organizational goals including 1) effective and efficient operations, 2) compliance with laws and 

regulations, and 3) accurate financial reporting. During our review of G-Star’s financial 

procedures, we observed certain weaknesses of internal controls related to the handling of 

monies, as follows:  

 

Segregation of Duties. G-Star’s Manual, Policy XIII – Mail Management: Incoming Mail requires 

that “all incoming mail is opened and distributed by the bookkeeper.” To ensure proper fiscal 

control, staff should not perform incompatible duties. Specifically, the bookkeeper should not 

handle both functions of receiving and opening incoming mail. A separate employee should be 

assigned this task and trained on the proper method of recording monies received in the mail 

prior to remitting to the bookkeeper.  

 

In addition, the bookkeeper also collected Senior class dues directly from students. Even though 

prenumbered receipts were issued at the time of collection, the bookkeeper is also responsible 

for preparing the bank deposits and reconciliation of the bank statements.  

 

Conclusion: 

 

Segregation of duties is a key element of effective internal control and fiscal accountability. A 

separate person should collect money or receive checks, record the collections, and remit the 

collections to the bookkeeper for deposit. 

 

Inventory of Prenumbered Documents. Prenumbered receipts are used in the collection of 

certain fees; however, no inventory of the prenumbered documents (i.e. receipts, checks, and 

event tickets) or records of the assigned users are maintained.  
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Conclusion: 

 

To ensure proper fiscal control, management should consider developing a procedure requiring 

that a document custodian (someone who is not a user of the document) be assigned 

responsibility for the prenumbered documents. A document assignment register should be 

maintained to track issuance to and return from users. Prenumbered documents should be 

accounted for by periodic inventory and signed off by a supervisor.  

 

Chart of Accounts.  Charter schools are required to maintain their financial records in accordance 

with the accounts and codes prescribed in “Financial and Program Cost Accounting and Reporting 

for Florida Schools” (Redbook) or reformat the financial information for reporting purposes in 

accordance with the Redbook.10 G-Star’s Financial Policies & Procedures Manual, Policy III – Chart 

of Accounts requires that “the CPA shall develop a corporate Chart of Accounts that accurately 

reflects budget categories and provides information” and “the Bookkeeper shall distribute revenues 

and expenses according to the Chart of Accounts.” 

 

The school’s outside accountant has not provided a Chart of Accounts to the school’s bookkeeper. 

Monthly, the bookkeeper remits a list of financial transactions to the outside accountant to post 

to the General Ledger and compile monthly financial statements. The bookkeeper provides 

annotations to assist the accountant classify the revenues and expenditures into the appropriate 

account categories.  

 

Conclusion: 

 

The school should use a Chart of Accounts with proper classification of transactions as required 

by the Redbook, and clearly communicate the information to the accountant for proper 

recording. 

 

 

  

                                                           

10
 Section 1002.33(9)(g), Florida Statutes 
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Independent Auditor’s Report 

 

Section 1002.33(7)(j), Florida Statutes, charges the school’s Governing Board with the 

responsibility of retaining the services of an independent CPA to perform an annual financial 

audit. The Governing Board is mandated to review and approve the audit report. During our 

review of the Fiscal Year 2013 financial statements, we noted discrepancies between the 

expenditures in the audit report and the school’s General Ledger. These discrepancies in 

expenditures were in the categories of 1) Instruction, 2) Instructional Media Services, 3) School 

Administration, and 4) Operation of Plant.  The total expenditures reported in the audited 

financial statements exceeded the total general ledger expenditures by $153,100, or 2% of the 

reported expenditures.  

 

Sound Stage 

 

The school constructed a $2.5 million sound stage in 2010 using the money obtained from bond 

issuances that are being repaid with state FEFP11 and Capital Outlay12 funds. The studio is used 

for student productions and also leased to outside production companies. Rental contracts and 

invoices are maintained by the school’s bookkeeper.  

 
The rental fee schedule posted on the studio’s website included a notice that separate payment is 

due directly to the stage management company. We have not been provided with any contract 

document between the school and the stage management company delineating the terms and 

conditions, benefits and payment terms to the school. 

 

We do note, the Sole Member used the sound stage for his personal wedding without an executed 

lease agreement with the school in 2011. 

 
4. FTE Reporting 

 
Some complaints expressed concerns regarding the accuracy of Transportation and Student Full 

Time Equivalent (FTE) reporting. We requested assistance from District staff in the 

Transportation Department and the FTE & Student Reporting Department. No current issues 

were reported by either department. 

 

                                                           

11
 The Florida Education Finance Program (FEFP) is the primary mechanism for funding the operating costs of Florida’s 

public schools, including charter schools, and is based on the individual student participating in a particular program. 
12

 Charter School Capital Outlay funds are annually allocated to eligible charter schools. G-Star received $501,257 in 
FY 2013. 
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FURTHER ACTION  

 
The OIG received follow-up responses regarding the issues addressed by other District Departments 

and the Palm Beach County Department of Health as noted on Page 2.  

 

The OIG provided a draft copy of this report to G-Star management and the governing board for 

review and response. The G-Star response, along with the OIG’s rebuttal to the response, is attached 

hereto as Exhibits 5 and 6, respectively.  
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Case 

Number 

Category Allegations 

13-007 

13-014 

Governance  The school does not require two signatures on disbursements 

of any size. 

 Sole Member continues to exert excessive influence and 

control over the Governing Board as evidenced by his 

removal of the Board Chair. 

 Sole Member and his wife initiated a capital campaign to 

construct a World War II commemorative facility without 

Board consent. 

 Sole Member refuses to provide financials and other critical 

records to the Board of Directors.  

 Sole Member no longer allows Board Members to have 

signature authority. 

 Sole Member is President, Chief Financial Officer, and 

Treasurer of both the school and the Foundation and co-

mingles funds between the two. 

 Sole Member was given Board authorization to write single 

signature checks less than $2,500.   

 Sole Member improperly removed the Board Chair from the 

Governing Board. 

 Sole Member’s employment contract carries no termination 

date. 

 Board of Directors consists of less than five members, as 

required by the Charter. 

 Sole Member placed himself on the school’s Board of 

Directors. School is required to maintain five Board Members 

but usually have two or three. 

 The Sole Member and his wife sit on the Foundation Board. 

 The Sole Member appointed himself as President of the 

Foundation and appointed his wife as the new Development 

Director. 

 Board meetings are not properly/publically noticed, are not 

posted timely, and scheduled for times that are not 

convenient for parents. 

 Board meeting was called on short notice 

 It is difficult for the public to retain Board minutes   
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Case 

Number 

Category Allegations 

 It is difficult for the public to obtain the identity and contact 

information of the Board Members. 

 

   

13-007 Budgeting  School budgets are inaccurate and do not include capital 

improvements or details. 

 

   

13-007 

14-178 

Financial 

Management 

 A portion of the school facilities are used as an office of the 

Sole Member’s wife’s for-profit company, AT Agency. 

 Fiscal Year 2012 year-end and six interim financials show 

declining liquidity, excess debt, and an operating fund deficit 

over $550,000. 

 Prior audit findings regarding improper financial reporting 

and account controls have not been addressed or corrected. 

Sole Member continues to engage the school in debt 

obligations. Sole member has access to all depository 

accounts. 

 The construction of the sound stage incurred large debt vs. 

the small income generated by the facility calls into question 

the Sole Member’s decision to construct the facility. 

 Fees for the use of soundstage are not paid to the school; 

funds go to directly to the Sole Member and his wife. 

 Sole Member’s wife uses school facilities, at no charge, for the 

purpose of creating a small film for her own personal gain. 

 Sole Member wrongfully takes money from the G-Star school 

budget to pay both he and his wife as producers from the 

studio usage rents. 

 

   

13-007 

13-079 

FTE  

Reporting 

 The Sole Member allows students with lower than the 

required 2.5 GPA to enroll then subsequently removes them 

for being below a 2.5 GPA.  
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Case 

Number 

Category Allegations 

13-007 

13-014 

Employment 

Practices 

 The Charter stipulates the Governing Board appoint a senior 

administrator with a Florida teaching certificate to carry out 

day-to-day management of the school while students are in 

attendance. 

 The Sole Member, serving as Chief Financial Officer, does not 

hold finance or accounting degrees from an accredited 

college or university and/or possess a background in account 

or finance. 

 Children and other relatives of the Sole Member and Principal 

are employed at the school. 

 The Sole Member hired his wife as a paid employee. 

   

13-007 

13-014 

School 

Facilities 

 School failed routine Health Department inspection and was 

cited for improper and unsafe lunch facilities for 1100 

students. 

 Portable classrooms are infested with black mold, rotten 

floors and exposed wiring. Staff was instructed to tuck 

exposed wiring behind drywall or under carpets for an 

inspection. 

 School stairwells are routinely used for storage and blocked. 

The Sole Member instructs the facilities staff to temporarily 

relocate boxes in Building B until the conclusion of 

inspections. 

 School erected tarpaulin awning not approved by the fire 

department. 

 School actively uses buildings for students and events that do 

not meet code. 

 The Sole Member directs school administrators to lie to the 

District and State regarding student use of non-code 

compliant buildings. 

 No building permit was obtained for the screening room or 

for other improvements on campus. 

 Students eat outdoors in the heat, under busses in the 

lightning and rain, and return to their classrooms in 

drenched clothing. 

 School facilities have an extremely dirty environment 



 

 

Exhibit 1 (Cont.)                                                                                                                          Case No.  13-007 

25 

 

Case 

Number 

Category Allegations 

including rodents, ripped carpeting, improperly sealed 

windows, broken blinds, etc.  

 Air conditioning system constantly breaks down because of 

age and school cannot afford to repair or replace. 

 School has active beehives which are a threat to students 

with allergies. 

 Students and staff use Studio B which is a condemned 

building. 

 Ladies bathroom stalls do not have locks. 

 Cafeteria is overcrowded with a capacity of 300-400 

students.  

 School knowing falsified application to increase enrollment 

to 1300 for Fiscal Year 2014 by using square footage of 

Building B declared unusable by the Palm Springs Fire 

Marshal.  

 

   

13-007 

13-014 

Exceptional 

Student 

Education (ESE) 

Services 

 School’s 504 coordinator advised parent he was not allowed 

to speak to them or give any information. Referred to Sole 

Member. 

 Sole Member recruits ESE students to collect extra money but 

is ill equipped to handle them. 

 School was cited for having poor or non-existent 

documentation and implementation protocols related to 

accommodations, staff in-service training, and parent-teacher 

conferences. 

   

13-007 

13-014 

13-079 

Health, Safety, 

and 

Environmental 

Conditions 

 Teachers appear to be getting sick from classroom mold in 

Building K. 

 School has one full-time, fully licensed ESE specialist to serve 

150 ESE students. 

 There is not enough food at lunchtime for all students. 
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OIG COMMENTS TO G-STAR RESPONSE TO THE DRAFT REPORT   
 
G-Star’s response to the OIG draft report is attached.   We note that the G-Star response contains certain 

misinterpretations and other incorrect assumptions regarding the OIG’s findings.  The entirety of the 

OIG’s findings and conclusions are fully encompassed in our investigative report, and the absence of a 

point-by-point rebuttal by the OIG to the G-Star response should not be construed as agreement by OIG. 

 
OIG comments to the G-Star response: 

 
1. Governing Documents Not Provided Timely 

 
OIG Comment:  In its response, G-Star states “after we were notified that the documents were not 

uploaded for review . . . the documents were uploaded on March 30, 2014.”  The OIG reiterates our 

conclusion that G-Star did not timely provide its amended Articles and related documents to the District.    

 
2. Powers of the Sole Member 

 
OIG Comment:   Although Chapter 617, Fla. Stat., the “Florida Not For Profit Corporation Act,” does not 

prohibit powers as those provided to the sole member, it is highly unusual to find such a corporate 

structure with a sole member.   Many of the powers provided to the sole member are inconsistent with the 

powers and duties provided to the governing board members for the administration and financial 

management of the charter school as provided under the provisions of the Charter School Statute, Section 

1002.33, Fla. Stat., and the Charter granted by the School Board.  

 

In its September 2014 Amended and Restated Articles, G-Star states that it is a “membership corporation”.  

Membership corporations, such as nonprofit social clubs, country clubs, business associations, community 

associations, and professional associations, tend to be organized to provide for multiple members and for 

the mutual benefit of its members, not to provide for a sole member.13    

 
Chapter 617, specifically Section 617.0808 (1)(a), does provide that a nonprofit corporation may have one 

or more classes of members, stating: 
 

A corporation may have one or more classes of members or may have no members. If the corporation 

has one or more classes of members, the designation of such class or classes, the qualifications and 

rights of the members of each class, any quorum and voting requirements for meetings and activities 

of the members, and notice requirements sufficient to provide notice of meetings and activities of the 

members must be set forth in the articles of incorporation or in the bylaws. 
 

                                                           

13
 For example, G-Star is unlike Renaissance Charter School, LLC (“Renaissance”).  Renaissance is organized as a 

501(c)(3) corporation, to further the charitable purposes of its members.  However, its members consist solely of 
organizations exempt from taxation under Section 501 (c)( 3).  The organization also has a managing member who 
is Renaissance Charter School, Inc.   These provisions are consistent with Florida laws governing limited liability 
companies and do not empower an individual.  



 

 

Exhibit 6 (Cont.)                                                                                                                          Case No.  13-007 

76 

 

Although the Amended Articles and Bylaws of G-Star provide for members, the documents do not 

specifically identify a “class of members”, etc., so as to meet the above statutory requirements.  

 
3. Sole Member’s Power to Terminate Board Members 

 
OIG Comment: In its response, G-Star states “the report fails to mention that the sole member has only 

the specific and narrow power given in the Bylaws to remove a Board Director for cause.”  The OIG 

strongly reiterates our concern that it is not reasonable to expect the Governing Board to maintain 

independent oversight of financial and administrative management of the school as expected of the 

Charter and Section 1002.33, Florida Statutes, when the Board’s employee retains the power to unilaterally 

terminate board members.   

 
4.  Board Member as Employee of the School 

 
OIG Comment:  In our draft report, the OIG incorrectly cited Sec. 112.313(10), Fla. Stat., as the authority 

eliminating the ability of a charter school employee to be a member of the charter school’s governing 

board.  The correct statutory provision is Sec. 1002.33(26)(c) which states: 
 

An employee of the charter school, or his or her spouse, or an employee of a charter management 

organization, or his or her spouse, may not be a member of the governing board of the charter school. 

 
5. G-Star is a Public School and Instrumentality of the State 

 
OIG Comment:   In its response, G-Star states that it is “a public charity, and not a state agency.”    G-Star, 

as all Florida charter schools, is a public school and part of the state’s educational program.   Florida 

Statutes 1002.33(1) states in part the following: 
 

(1) Authorization. – Charter schools shall be part of the state’s program of public education.  
All charter schools in Florida are public schools. 
 

G-Star mistakenly states the Federal Government views charter schools as just public charities.  The 

Federal Government defines a charter school as a public school.  See 20 USC 7221i.  Likewise, the IRS, as a 

unit of the Federal Government, considers charter schools to be public schools.   Specifically, the Internal 

Revenue Manual, Sec. 4.76.8.8., provides in part the following: 

 
Charter schools are considered public schools. What is different is that charter schools generally are 

not operated directly by the public school district but under a separate charter, a contract with a state 

or local agency that provides them with public funds. The charter sets forth essential conditions for 

which the school will be held accountable but leaves the implementation of these terms to the charter 

school's board of directors. 

 

Because of its charter school status, G-Star has been able to secure a 501 (c)(3) designation as a public 

charity from the IRS.   Such a designation by the IRS permits G-Star to be exempt from federal income 

taxation under Sec. 501(c)(3) of the Internal Revenue Code.   However, to have qualified for and to keep its 

IRS designation as a public charity, G-Star must continually maintain certain traits.   Some of these traits 

are: 

 
 Be organized exclusively for “charitable, and/or educational purposes within the meaning of 

Section 501(c )(3) of the IRC”, as provided in its Articles of Incorporation, so as to restrict G-
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Star’s activities to its present charter school educational activities or other charitable activities 
acceptable under Section 501(c )(3).   

 
 Receive a substantial part of its income directly or indirectly from the government or the 

general public.  G-Star receives a substantial part of its income directly from the State through 
the Florida Education Finance Program.   

 
 Governance of G-Star must be at arms-length and without private benefit (inurement) to 

members of the board of directors, officers, or employees.  

 
G-Star receives a substantial part of its income directly from the Florida Education Finance Program.  G-

Star, as all Florida charter schools, is a public school and is part of the State of Florida’s public education 

program.    

 
6. Board Approval of Disbursement Reports 

 
OIG Comment:    We reiterate our conclusion regarding the Board’s responsibility for fiscal oversight.  We 

further reiterate there were no records to substantiate the Board reviewed and approved disbursement 

reports at least monthly as required by the Charter.   

 
7. Check Signing Authority 

 
OIG Comment:    We reiterate our conclusions regarding written provisions requiring Board signatures 

on checks over a certain dollar threshold. 

 
8. Public Reporting 

 
OIG Comment:  In its publication, Governance and Related Topics – 501(c)(3) Organizations, the IRS states 

the Internal Revenue Code does not require charities to have governance and management policies.  

However, the IRS reviews an organization’s Form 990 return to determine whether the organization has 

implemented policies related to executive compensation, conflicts of interest, investments, fundraising, 

documenting governance decisions, document retention and destruction, and whistleblower claims.  Form 

990 inquires as to whether the form has been provided to the governing body and seeks an explanation as 

to any form review process by board members or management.  

 
9. G-Star Charter School Foundation 

 
OIG Comment:  We reiterate our conclusion that there is no clear separation between the Foundation and 

G-Star with regard to the World War II Fundraising Project.  Public presentation of the fundraising project 

is unclear as to which organization is responsible for fund collections.   

 
The identity of the sole member’s wife’s title and her agency’s website was to establish another example of 

the blurred separation between Foundation activities and the school’s activities. According to the URL 

registration of the Foundation, the updated website was established on August 6, 2014, the day after our 

meeting with the sole member where this issue was addressed. Also, the registration identifies the owner 

organization as G-Star School of the Arts, not the Foundation.  This fact is contrary to what G-Star stated in 

their response above, and further demonstrates our point of unclear separation between the School and 

the Foundation with regard to fundraising. 
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10. Budgeting 

 
OIG Comment:  Proper budgeting requires accurate enrollment projections to provide a reasonable 

estimate of operating revenue for the upcoming year. G-Star projections for both Fiscal Years 2012 and 

2013 were 1,130 students, versus actual enrollment of 868 and 1080, respectively.  We agree that the 

budget for Fiscal Year 2015 is based on a more realistic pattern of past enrollment.  The corrections made 

to the current year budget do not negate the activities of the past. 

 
We did not question the format of the CPA’s schedule. It complies with Governmental Accounting 

Standards Board (GASB) guidelines and uses the function categories prescribed by the Florida 

Department of Education.   

 
The issue relates to a lack of budget control throughout the year. No amendments were presented or 

approved by the Governing Board during the school year. Acceptance of the annual audit with a budget 

created to match actual expenditures does not ensure the governing board is made aware of potential 

overspending. When actual expenditures are compared to the original board-approved budget, then the 

potential overspending becomes more transparent.   

 

Florida Statute 1002.33 (9)(h) requires the governing board of the charter school to “annually adopt and 

maintain an operating budget.” However, the School did not produce records indicating the governing 

board approved any budgetary amendments. 

 
 
 
11. Expenditure Approval 

 

OIG Comment:   Informing the Board of the benefits of the newly installed equipment is not a substitute 

for the Board passing a resolution approving the purchase of the items prior to the purchase being made. 

  

 

  

 
 
 
 


