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I. Introduction

The South Carolina Office of the State Inspector General (SCOIG) was established by the South Carolina
General Assembly in 2012 (Act No. 105) for the purpose of investigating and addressing allegations of fraud,
waste, abuse, mismanagement, and misconduct in agencies, specifically the executive branch of state
government.

By letter dated 7/10/2025, the State Superintendent of Education requested that the SCOIG conduct an
investigation of the Marlboro County School District (District) regarding financial management and
procurement practices, or the existence of fraud, waste, abuse, mismanagement, misconduct, violations of state
or federal law, or wrongdoing pursuant to S.C. Code § 1-6-35.

The purpose of this report is to address the financial concerns of the State Superintendent of Education, and the
State Board of Education. This investigation focused on financial management and procurement practices in
the District. The SCOIG’s report is not intended to address every individual complaint or issue conveyed to the
SCOIG.

The SCOIG identified possible criminal and fraudulent activity in the documentation reviewed relating to a
former superintendent’s use of a District procurement card for his/her personal expenses. The SCOIG also

identified multiple failures to properly file and disclose the Statement of Economic Interests and campaign

disclosures to the South Carolina State Ethics Commission (State Ethics Commission). These matters were
referred per S.C. Code §1-6-40(B).

The SCOIG extends its appreciation to the District superintendent, District leadership and staff, school
principals, members of the Marlboro County School Board of Directors, and the South Carolina Department of
Education and its staff, for their cooperation and intentionality of seeking solutions to these issues.



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_Inv_Rqst_Ltr_to_IG_7.10.25.pdf
https://www.scstatehouse.gov/code/t01c006.php
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II. Background

A. Predicate

By letter dated 7/10/2025, the State Superintendent of Education requested that the SCOIG conduct an
investigation of the Marlboro County School District (District) regarding financial management and
procurement practices, or the existence of fraud, waste, abuse, mismanagement, misconduct, violations of state
or federal law, or wrongdoing pursuant to S.C. Code § 1-6-35. The SCOIG determined the articulated basis
merited an investigation and notified the State Superintendent of Education of the initiation of an investigation
by letter dated 7/21/2025.

B. Scope and Objectives

The scope of the investigation focused on the financial management and procurement practices of the District
between fiscal years (FY) 2020 — 2025.

C. Methodology

The SCOIG reviewed relevant documentation comprised of reports, financial records, contracts, and other
documentation provided by the District. In addition, the SCOIG conducted interviews with District leadership,
staff and certain Marlboro County School Board of Directors (Board) members and reviewed applicable state
and federal laws, regulations, and policies.

Reviews and investigations by the SCOIG are conducted in accordance with professional standards set forth by
the Association of Inspectors General’s Principles and Standards for Offices of Inspector General, often
referred to as the “Green Book.” This investigation used the preponderance of evidence standard.

D. Marlboro County School District

The District provides a broad range of general and specialized educational services for students from pre-
kindergarten (Pre-K) through grade twelve and an adult education program comprised of three elementary
schools, three combined elementary and middle schools, one middle school, and one high school. The District
received funding through state appropriations, federal government programs, and its local tax base. During the
2024-25 school year, the membership enrollment for the District was approximately 3,183 students, 267
teachers, and 407 district staff, per the South Carolina Department of Education (SCDE) on 7/8/2025.

Pursuant to the S.C. Code § 59-20-90, the State Superintendent of Education has the authority to place school
districts under fiscal caution, watch and emergency.

e On 2/9/2022 the SCDE notified the District of its intent to place the District on fiscal watch for
material deficiencies in internal controls and repeat audit finding 2021-001 Financial Closeout
and Reporting, based on the 6/30/2021 Financial and Compliance Audit. The District responded
to the SCDE on 2/16/2022.

e On 2/28/2022 the SCDE placed the District on fiscal watch.

e On 4/28/2022 the District submitted a recovery plan to the SCDE that received approval on
5/17/2022.

e The SCDE notified the District in successive years on 2/3/2023 and 2/29/2024 that the District
would remain on fiscal watch status and may be placed under fiscal emergency.



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_Inv_Rqst_Ltr_to_IG_7.10.25.pdf
https://www.scstatehouse.gov/code/t01c006.php
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/ltr_to_sup_tillar_mcsd.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/July_8_Ltr_to_MCSD.pdf
https://www.scstatehouse.gov/code/t59c020.php
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Fiscal_Watch_Intent.pdf
https://core-docs.s3.amazonaws.com/documents/asset/uploaded_file/1819708/MCSD_2020-2021_Audit.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_%20Fiscal_Declaration_resp.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Fiscal_Watch.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_Recovery%20Plan%20to%20SDE.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_Rcvy_Plan_Approval.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Fiscal_Watch_Continuation.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Marlboro%20Letter%20signed.pdf

e The District submitted its 2024 recovery plan to SCDE that received approval on 5/29/2024.

e On 2/18/2025 the SCDE placed the District under fiscal emergency based on material findings in
the District’s FY 2023 audit report and the late submission of the FY 2024 audit report.

e On 7/10/2025, the SCDE initiated a financial takeover of the District and recommended that the
State Board of Education (SBE) declare a financial takeover. The SBE approved the SCDE’s
request for a financial takeover on 7/18/2025. !

E. Marlboro County School District Board of Directors

The District was governed by a Board comprised of nine members; each elected to four-year terms. Eight
Board members represented a specific district including a Board chair who does not represent a specific district.
During the 2025 — 2026 school year, the Board was constituted as follows:

Board of Directors District Current Term
Mr. Micheal Coachman (Chair) Dvivsit(rli:t 2022-2026
Mr. Bryan Sweatt 1 2025-2029
Mr. Michael Toms (Vice Chair) 2 2023-2026
Mrs. Nikki Pruitt 3 2023-2026
Ms. Angela Galloway 4 2025-2029
Dr. Rippin McLeod, Jr. 5 2023-2026
Mr. David Flowers 6 2025-2028
Mr. Danny Driggers 7 2022-2026
Mr. Leevander McRae, Jr. 8 2023-2026

The Board operated in accordance with the S.C. Code, Title 59 - Chapter 19 - School Trustees as referenced in
the District’s Board policy BBA Board Powers and Duties. The Board had fiscal autonomy to approve and
administer the District’s budget. The Board approved a $45,142,924.78 budget for the 2025-2026 school year.

The current Board chair, Michael Coachman, was previously elected as the District 1 representative from 2008—
2022. In 2022, Coachman was elected by the citizens of Marlboro County as the District’s Board chair. 2

III. Board and Superintendent Analysis

A. Board-Related Concerns

School Board Pay

The District’s Board policy BID states, “Board members receive compensation for their services, which include
attending meetings and serving in other capacities as needed. The rate of compensation for board members is

! The District experienced a turnover of four chief financial officers from 7/1/2020 to present.
2 The Board chair is elected as a separate seat and does not represent a particular district.
4



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_2024_Recovery_Plan.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_Recovery_Plan_Approval.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_Fiscal_Emergency.pdf
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_AFS_6.30.24.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/SCDE_Initiates_Fin_Takeover_of_MCSD-SCDE_5_18_2026.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/SCDE_7.18.25_(1).pdf
https://www.scstatehouse.gov/code/t59c019.php
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BBA.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/FY25_Budget_(1).pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BID.pdf

8625 per month, with the chair receiving 3833.33 per month.” Annual payments to Board members were
$7,500 and $10,000 to the chair for a total of $70,000. 3

According to a February 2026 SCSBA Board Pay report issued by the South Carolina School Boards
Association (SCSBA), school board member pay varies among districts. The SCOIG analyzed District Board
member pay and three comparable school districts from nearby counties: Dillon, Marion, and Chesterfield. (See
Table 1)

Table 1

School # of # of Board Board Yearly Pay Total Yearly| Board Pay
District Students* | Members Member |Board Chair| Board Pay | Per Stude nt

Marlboro 3380 9 $ 7500 $ 10,000 $ 70,000 $

Dillon** 3659 7 $ - $ - $ - $ -
Marion 3633 7 $ 7200 $ 8200 $ 51400 $ 14
Chesterfield 6872 9 $ 8400 $ 9,600 $ 76,800 $ 11,

*Number of students information was sourced from: https://nces.ed.gov/ccd/districtsearch/
**Per SCSBA February 2026 Report, Dillon School District did not pay their Board members

The SCOIG determined the District’s Board member pay ranked in the top 25 percent of the state’s 72 public
school districts. Additionally, District Board member pay is inconsistent with Board member pay per student
and employee pay for teachers, administrators, and other groups of employees in the county which lags most
other SC districts.

School Board Pay Increases and Bonuses

During the 5/15/2023 special called board meeting, the Board approved a $500 bonus for all District employees.
At 2:36:41 of the meeting video the Board discussed each Board member would receive the same bonus as they
did in the prior year. This, however, was not the only time the Board approved bonuses for themselves and
temporary pay increases.

Between 2022 and 2024, the Board voted five times to award District staff members bonus pay. In all five
occurrences, the Board awarded the same bonus to themselves. These bonus payments appear to be consistent
for all sitting Board members at the time of each payment that totaled $4,331.36 for each Board member in
place for all five bonus payments with the individual dates/payments listed below.

« Nov 18,2022 - $1082.84
« May 19, 2023 - $541.42
« Dec 15,2023 - $1082.84
« May 31,2024 - $541.42
« Nov 20,2024 - $1082.84

Despite being in the top quartile for board member pay in the state an email from the District’s Board chair to
the District’s finance director, dated 6/24/2024, confirmed that Board member pay would change to $1,000 per
month and $1,333.33 per month for the Board chair or $12,000 and $16,000 respectively. This instruction was
given without changing policy BID and with no apparent public discussion of changing Board pay. These rates
of pay remained in effect from July of 2024 until December of 2025, when the Board voted to move their rates

3 In addition, S.C. Code § 59-1-350 allows school board members to receive per diem, mileage, and reimbursement of actual expenses
incurred while traveling outside the district on official business.



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/aboutus_schoolboardfacts_boardpay.pdf
https://nces.ed.gov/ccd/districtsearch/
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/5.18.25%20Boe_mtg_minutes.pdf
https://www.youtube.com/live/C4-A8L1msts?si=aeOuRclNo8bvN_TW&t=9269
https://www.scstatehouse.gov/code/t59c001.php

of pay back to policy approved amounts. For the eighteen (18) months that the higher pay was awarded, only
two South Carolina public school district boards (Horry and Greenville) had higher compensation rates than the
District’s Board.

School Board Pay — Conflict of Interest

A final concern with the District’s Board member pay pertains to potential violation of District Board policy
BCB (Board Member Conflict of Interest). This policy prohibits Board members from working or volunteering
in any capacity for the District. However, in at least five instances between 2022 and 2025, Board members
received stipends for coaching different athletic teams in the District. Additionally, one Board member appears
to have frequently received pay through a third party for providing emergency services at District sporting
events: a practice prohibited by policy BCB.

S.C. Code § 8-13-700 prohibits public officials, such as school board members, from participating in or voting
on any matter in which they have an economic interest. Pursuant to S.C. Code § 8-13-100(11) an economic
interest is generally defined as a financial interest of fifty (50) dollars or more.

The SCOIG determined that the Board’s approval of these bonuses and the temporary pay increase violated the
S.C. Code § 8-13-700 and Board policy BID. The State Ethics Commission - SEC AO2025-001 further
emphasized that school boards cannot increase their pay or give themselves bonuses.

Required Filings with the State Ethics Commission

The SCOIG analyzed each Board member’s Statement of Economic Interests (SEI) and campaign disclosure
submitted to the State Ethics Commission. S.C. Code § 8-13-1110 et seq requires elected officials, including
school board members, to file SEIs by 3/30 of each year to the State Ethics Commission. The SCOIG
determined that some Board members failed to file campaign disclosures or filed the disclosures late, violating
statutory requirements.*

As 0f 4/13/2026, the SCOIG determined there were multiple Board members and a former superintendent who
filed their SEIs late for 2023-2025 or filed late campaign disclosures.

e A former superintendent filed 2023-2025 SEIs late.

e A Board chair filed a 2025 SEI late.

e A Board member filed 2023-2025 SEIs and multiple campaign disclosures late.
e A Board member filed a 2025 SEI late.

e A Board member filed a 2025 SEI and multiple campaign disclosures late.

e A Board member did not file a 2024 nor 2025 SEI.

B. Superintendent Search

Dr. Helena Tillar (Dr. Tillar) was the District’s superintendent from 10/20/2010 — 7/24/2017. The Board voted
on 7/24/2017 to place Dr. Tillar on administrative leave due to various allegations related to adverse human
resources concerns. Following the one-year administrative leave Dr. Tillar resigned effectively on 7/1/2018.
The District compensated Dr. Tillar $150,000 for early termination of contract and transferred the title of a
Dodge Durango, valued at $2,500 to Dr. Tillar.

The District employed several superintendents following Dr. Tillar’s tenure as shown in Exhibit A on the
following page.

4 SC Ethics Commission: https://ethicsfiling.sc.gov/public/



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BCB.pdf
https://www.scstatehouse.gov/code/t08c013.php
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/AO_2025-001.pdf
https://www.scstatehouse.gov/code/t08c013.php
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/July_24_2017.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Tillar%20settlement%20agreement.pdf
https://ethicsfiling.sc.gov/public/

Exhibit A

12/1/25:

10/20/10: 7/24/17: 7/1/18: 11/3/21: Dr. Michael
Dr. Tillar John Gegory Dr. Donald 7M17/23: Thorsland
Initally Lane, Sr. McCord Andrews Dr. Tillar (interim)

hired hired Hired Hired Rehired hired
7/24/17: 6/30/18: 10/31/21: 7M17/23: 11/12/25:
Dr. Tillar John Gregory Dr. Donald Dr. Tillar
Administrative Lane, Sr. McCord Andrews Terminated
Leave Resigned Resigned Resigned

In 2023, the District’s interim superintendent, Dr. Donald Andrews, informed the District of his intent to resign.
An attorney and a firm were hired by the District to search for a new school district superintendent. During the
search, a candidate was identified and officially offered the position; however, the candidate requested an
increase in compensation which the Board declined.

The SCOIG reviewed the invoices relating to the superintendent search and determined the District paid at least
$15,000 to an attorney and $17,500 in superintendent search fees resulting in at least $32,500 paid for the
superintendent search fees. The Board ultimately voted to rehire Dr. Tillar on 7/17/2023.

C. Superintendent Residency

Dr. Tillar entered into a “Professional Employment Agreement” (contract) with the District on 7/20/2023. An
amendment to the contract, dated 7/1/2024, amended the compensation only. An excerpt from the 7/20/2023
contract included the following clause within the Certification and Responsibilities of the Superintendent
section:

“The superintendent agrees that no later than January 31, 2024, she shall establish a
residence in the District and that she will maintain that residence so long as this
Agreement is in effect.” [SCOIG emphasis]

The SCOIG inspected the property tax records® of Dr. Tillar and determined that she received a property
exemption for the years of 2022 — 2025 for her primary residence located at 119 Cooper Circle, Santee, SC
29142, Orangeburg County. Table 2 represented the property exemption for her primary residence for the years
2024 and 2025.

Table 2
2024 $4,051.85
2025 $4,084.13
Total $8,135.98

During the period of 2/2024 through 11/2025, Dr. Tillar received at least $326,250 in compensation as the
District’s superintendent when her legal residence was outside the District and failed to comply with her
employment contract as illustrated in Table 3 on the following page.

5 Property tax information located at: https://orangeburgtreasurer.qpaybill.com/Taxes/

7



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOE_Minutes_7-17-23.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Tillar%201st%20%20contract.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Tillar%202nd%20contract.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Tillar_2024_Property_Tax.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Tillar_2025_Property_Tax.pdf
https://orangeburgtreasurer.qpaybill.com/Taxes/TaxesDefaultType4.aspx

Table 3

Annual Monthly Unallowable
Compensation Compensation Months Compensation®

2/2024-6/2024 $175,000.00 $14,583.33 5 $72,916.67
7/2024-11/2025 $190,000.00 $15,833.33 16 $253,333.33
Total $326,250.00

*Excluding Fringe and Taxes

D. Superintendent Vehicle

On or about 11/13/2024, a traffic incident occurred between Dr. Tillar and another driver. During the time of
the traffic incident, Dr. Tillar was driving a District-issued vehicle. The vehicle was deemed a total loss
according to the District’s insurance company.

The SCOIG analyzed the insurance payout of $16,221 from the District’s insurance company. The other party’s
insurance company denied liability. Therefore, the District’s insurance compensated the District for the value of
the vehicle. The District purchased another vehicle for Dr. Tillar’s use. The SCOIG reviewed documentation
regarding the purchase of a replacement vehicle for Dr. Tillar. The breakdown of the total cost of the
replacement vehicle is detailed in Table 4.

Table 4
Date Vendor Amount Purpose Method of ‘
- v  Payment
4/4/2025 Carmax $1,399.00 Shipping fee P-Card
4/11/2025 Carmax $47,153.00 Purchase of Vehicle Check
4/15/2005 ~ Dlackout $171.20  Window Tint P-Card
Window

4/16/2025 Carmax $3,229.00 Extracare Warranty P-Card

Total $51,952.20

Despite being under a fiscal emergency declaration, the District funded Dr. Tillar’s replacement vehicle with
$35,731.20 from the general fund and $16,221.00 from the insurance company proceeds totaling $51,952.20. A
senior official at SCDE confirmed the District was not required to obtain approval from SCDE for any
purchases while under the fiscal emergency declaration.

Further, the purchase of the replacement vehicle for Dr. Tillar of $51,952.20 violated the District’s procurement
policy. Section 2-104 of the District’s procurement policy stated:

“Any single procurement not exceeding 350,000 may be made by the school district in
accordance with this paragraph, provided, however, that such procurements shall not be
artificially divided so as to constitute a small purchase.” [SCOIG emphasis]

The District did not use the competitive sealed bidding method for the procurement of the vehicle. The total
purchase price of the replacement vehicle for Dr. Tillar was over $50,000. The District’s procurement policy,
Section 2-102 states:



https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Utica%20National%20Insurance.pdf

“The preferred procurement technique, competitive sealed bidding, should not be used in all
instances. This is a price determinate method of procurement and is best applied where the
needs of the district are precise and certain and may be secured from any number of
potential suppliers. Contracts of 350,000 or more must be awarded by competitive sealed
bidding.” [SCOIG emphasis]|

A District senior official reported that Dr. Tillar and the chief auxiliary services officer requested approval to
purchase a replacement vehicle for Dr. Tillar, stating that the Board had authorized the purchase. When the
District senior official asked to review the Board meeting minutes for confirmation, Dr. Tillar indicated that the
approval occurred in executive session and requested the purchase proceed. The SCOIG determined that based
on Dr. Tillar’s response, the Board’s approval of the vehicle purchase during executive session violated S.C.
Code § 30-4-70(b), the Freedom of Information Act.

The District senior official agreed to move forward but required Dr. Tillar to sign the check for the vehicle (see
Exhibit B). Dr. Tillar was a signatory on the District’s check for the vehicle that was purchased for her
use. [SCOIG emphasis]|

Exhibit B

f
|
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At the 10/3/2025 Board meeting, the Board voted to extend Dr. Tillar’s contract and allowed her to retain the
possession of the District’s vehicle post-employment, which was later rescinded at the 10/20/2025 Board

meeting.®

E. Superintendent Hiring Practices

During the investigation, the SCDE notified the SCOIG that Dr. Tillar ignored and violated specific SCDE
directives regarding the hiring of District staff without SCDE’s approval. After the financial takeover on
7/18/2025, the SCDE advised the District and Dr. Tillar to consult with SCDE before hiring any personnel.

An email from an SCDE senior official, to Dr. Tillar, dated 9/19/2025, stated:

“It has come to the attention of the South Carolina Department of Education that an
executive staff member within the Marlboro County School District recently retired and was
subsequently rehired in their previous position as the District’s Chief Academic Olfficer. The
SCDE is seriously concerned that the District proceeded with rehiring a staff member
without SCDE approval, despite repeated directives that all personnel actions be submitted
to the SCDE for review and approval.”

¢ Video recording of the 10/20/2025 Board meeting.
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The SCDE had previously expressed concern that the District had an unusually high number of personnel
compared to other similar sized districts and was particularly concerned that this contributed to the District’s
financial difficulties.

F. Findings and Recommendations — Board and Superintendent Analysis

Finding Sec. Il — 1: The Board inappropriately voted to pay bonuses to each Board member on five separate
occasions between November 2022 and November 2024 that totaled $4,331.36 for each Board member when it
voted to provide the same bonuses to District employees. These bonuses totaled $38,982.24 for the entire
Board. Additionally, between July 2024 and December 2025 the Board temporarily raised its monthly salary
without public discussion for an 18-month period that amounted to an annual salary of $12,000 per Board
member and $16,000 for the Board chair. This temporary pay raise was eclipsed only by the Horry and
Greenville school districts. These actions potentially violated S.C. Code § 8-13-700(A) and Board policy BID.

Recommendation Sec. III — 1: The SCOIG recommends the District comply with S.C. Code § 8-13-
700(A) and the State Ethics Commission opinion concerning bonuses paid to Board members and
adhere to all Board policies.

Finding Sec. III — 2: The District’s Board pay allocated per student was inconsistent when compared to similar
size districts and in the top 25 percent of the 72 public school districts in the state. This is contrasted by the
inadequate salaries paid to District staff and leadership.

Recommendation Sec. III — 2: The SCOIG recommends the Board’s pay be adjusted to align with
comparable districts’ student population.

Finding Sec. III — 3: The Board members failed to file, or filed late, required SEI and campaign disclosure
documentation with the State Ethics Commission.

Recommendation Sec. III —3: The SCOIG recommends the Board members comply with the
requirements to file SEI and campaign disclosure documentation with the State Ethics Commission.

Finding Sec. III — 4: The District paid $35,731.20 for the superintendent’s replacement vehicle from the
general fund, represented mismanagement of funds while under fiscal emergency.

Recommendation Sec. III — 4: The SCOIG recommends the District use unallocated general funds for
necessary purposes of the District’s operations while under fiscal emergency.

Finding Sec. III — 5: The District lacked adequate oversight and basic contract management of the
superintendent’s contract regarding the residency requirement of the superintendent. Subsequently, the District
paid $326,250 to a superintendent that did not reside in the District as required by the contract agreement.

Recommendation Sec. III — 5a: The SCOIG recommends the District review the contractual
conditions of the employment contract for the superintendent and verify that all the terms are being met
by the superintendent.

Recommendation Sec. III — Sb: The SCOIG recommends the District update the superintendent’s
contract, such as residency requirements, to align with the actual requirements set by the District.

Finding Sec. III — 6: The District Board voted during executive session in violation of the S.C. Code § 30-4-
70(b), the Freedom of Information Act.

Recommendation Sec. III — 6: The District should adhere to state laws and regulations.
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IV. Financial Management

A. District IRS Tax Liability and PEBA Liability

During the investigation, the SCOIG determined the District had an outstanding balance owed to the
Internal Revenue Service (IRS) and the South Carolina Public Employee Benefit Authority (PEBA).

IRS Liability

On 5/3/2024, the IRS notified the District the required Employer-Provided Health Insurance Offer and
Coverage was not filed in 2022. IRS forms 1094-C and 1095-C are required to be filed by employers
under the Affordable Care Act (ACA) for employers that offer health insurance coverage.” By the
District not filing its 1094-C and 1095-C forms with the IRS, District employees potentially failed to
receive their required forms to accurately complete their personal income taxes.

The following is a summary of communications between the IRS and the District:

e On 5/3/2024, the IRS notified the District that the District may be classified as an
applicable large employer in 2022 requiring the filing of forms 1094-C and 1095-C. A
response was required; however, there was no evidence that a response was sent.

e On 10/21/2024, the IRS notified the District of monies owed to the IRS of $92,730 for
failure to transmit the required forms 1094-C and 1095-C.

e On 11/25/2024, the IRS notified the District of the failure to file the required forms 1094-C
and 1095-C.

e On 12/5/2024, the District responded with a fax to the IRS that requested an extension in
sending the required forms.

e On 4/7/2025 the IRS responded that it was in the process of reviewing the information sent
by the District and would respond in 90 days.

e On 8/11/2025, the IRS notified the District it owed a prior balance of $92,730, penalty of
$489,230 and interest of $2,779.28 with a total amount due of $584,739.28 as of
8/25/2025.

e On 3/16/2026, the IRS sent another notice to the District with a total amount due of
$1,011,310.18.

e On4/13/2026, the IRS sent the District an updated notice that the total amount due was
now $1,013,202.38.

A District senior official informed the SCOIG that the District made payments to the IRS through overpayments
of federal payroll taxes. These overpayments occurred when an employee’s payroll check was processed, and
taxes were paid to the IRS from the general fund. If the District later discovered that the employee had been
overpaid, the original check was voided before the employee received it, and a corrected check was issued for
the proper amount. The difference in federal taxes between the original check and reissued check then became
a credit to the District. Prior to these credits being applied towards the IRS penalty, the District typically
received a refund from the IRS. A current District senior official and a former District senior official stated that
they did not know, or were not aware, who authorized the tax refunds to be withheld to help reduce the IRS

7 Employers with 50 or more full-time employees are required to offer health insurance coverage and issue Form 1095-C annually to
eligible employees.
11
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/4.13.26.pdf

penalty. The former District senior official also stated a District senior official consulted an attorney about the
penalty, but the former District senior official did not have any further information on the status. The former
District senior official did not inform the Board of the penalty as this was the responsibility of the
superintendent.

According to the IRS 4/13/2026 notice, the District made five overpayments in FY 2026 totaling $11,319.04 to
the IRS via overpayment of federal payroll taxes to satisfy this debt. The SCOIG determined the District only
made five overpayments to the IRS (see Exhibit C).

A District senior official informed the SCOIG that the District failed to report the IRS tax liability to the
external auditors. After the SCOIG inquiry into the liability, the external auditors confirmed to the SCOIG they
were not aware of the liability because the District failed to disclose it, and therefore the liability was not
disclosed on the District’s financial statements. This failure caused the District’s liabilities to be understated on
its financial statements by over $1,000,000.

Governmental Accounting Standards Board (GASB) states that an IRS tax liability should be disclosed in
financial statements. By failing to disclose the IRS tax liability, the District’s financial statements did not
comply with GASB 34. School districts in South Carolina must follow GASB to comply with the United States
Generally Accepted Accounting Principles (GAAP).

GASB 34 relates to the Basic Financial Statements and Management Discussion and Analysis For State and
Local Governments. GASB 34 Paragraphs 116 and 119 requires the entity to report long-term liabilities,
including obligations such as the IRS civil penalty from 2022.% The SCOIG determined the 2025 audit report
dated 12/8/2025, did not include the debt as a long-term liability in the District’s financial statements.

The SCOIG observed that on the 4/13/2026 IRS notice, several payment options to avoid additional interest
charges and penalties were offered to the District:

Payment options:
* Send a check or money order with the payment voucher below.
 Enroll in the Electronic Federal Tax Payment System by visiting IRS.gov/EFTPS.
* Visit IRS.gov/Payments or the IRS2Go mobile app for all payment options.

If you're unable to full pay:
* Apply for a payment plan at IRS.gov/GPA.
* Consider an offer in compromise at IRS.gov/OIC.

The SCOIG determined the District did not contact the IRS to offer a compromise or apply for a payment
plan. The District requested an extension on 12/5/2024 by fax.

The SCOIG determined that the District’s documentation reflected a debt of $1,013,202.38 owed to the
IRS as of 4/13/2026 for accumulated civil penalties and interest as shown below in Exhibit C on the
following page.

8 GASB 34 Paragraph 116 stated: “Governments should provide detail in the notes to the financial statements about capital assets and
long-term liabilities of the primary government reported in the statement of net assets.”

GASB 34 Paragraph 119 further stated: “Information about long-term liabilities should include both long-term debt (such as bonds,
notes, loans, and leases payable) and other long-term liabilities (such as compensated absences, and claims and judgments).”
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Exhibit C
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IRS Notice CP128

April 13, 2026

We applied your overpayment of $2,931.13, including interest of $114.01, to your balance due

Your balance due on Form CVL PEN for the tax period ending December 31, 2022 is now $1,013,202.38.
Billing Summary

Balarce on account

§974,370.36

Interest charges

$38,823.02

|_Amount due

What you need to do

— §1,013,202.38

Pay the amount due of $1,013,202.38 to avoid additional interest charges and any applicable penalty amounts,

Payment options:
«  Sand a check or money order with the payment voucher below.
«  Enrollin the Electronic Federal Tax Payment System by visiting |RS.gow/EFTRS,
«  Visit [RS.gov/Payments or the IRS2Go mobile app for all payment options.
If you're unable to full pay:
»  Apply for a payment plan at IRS.qow/OPA
«  Consider an offer in compromise at |RS.gowQIC,

Payments credited to tax period ending December 31, 2022

The table below lists the payments, depesits, credits, and overpayments applied to your account.

Date received Amaunt
August 18, 2025 - - §2,931.13
August 18, 2025 58992
August 18,2025 . W66
October 31, 2025 o o _$5482.12
January 31, 2028 $1,049.71
Motice CP128 Tax Period December 31, 2027 Employer ID number 57-6000387 Page 1 of 3

Internal use omly: 28 202612

PEBA Liability

The SCOIG determined that as of February 2026, the District owed $726.206.62 in payments to PEBA for
the District’s portion of the health insurance premiums and retirement benefits. The District had the
following responsibilities under PEBA:

e Withhold and remit employee contributions while funding the employer share.

e Submit accurate monthly/quarterly payroll reports detailing compensation, service credit,
and member status.

e Pay insurance premiums (including advance deposits based on covered lives) by
established deadlines.

e Report hires, terminations, leaves, and working retirees promptly to avoid over/under-
payments.

13
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These requirements were mandatory and tied to the District’s participation in state benefit programs.’
Failure to maintain accurate records can lead to adjustments, interest charges, or benefit disruptions.

B. District Procurement Code

The S.C. Code § 11-35-5340 states that school districts with annual budgets exceeding $75 million (irrespective
of the source of funds) are subject to the provisions of Chapter 35, Title 11, the South Carolina Consolidated
Procurement Code (CPC). The District’s annual budget was approximately $45 million for the FY 2025 school
year, which falls below the $75 million threshold and does not have to follow the CPC. However, they must
create and adopt their own procurement policy per the S.C. Code § 11-35-5320 which states:

“All political subdivisions of the State shall adopt ordinances or procedures embodying
sound principles of appropriately competitive procurement no later than July 1, 1983....”

The District created its own procurement code policy, Policy DJ-R. The policy referenced six procurement
code methods: competitive sealed bidding, competitive sealed proposals, small purchases, sole/single source
procurement, emergency procurement, architect-engineer or land surveying services, and the exceptions to the
procurement code.

C. Contract Compliance

The SCOIG reviewed 30 District contracts for the years 2020 — 2025. The SCOIG selected a sample of 18
transactions totaling $1,045,646.26 and tested for contract compliance against District policy DJ-R.!® The
findings are summarized in Table 5 below. Some exceptions had multiple findings.

Table S
itl:)l:l;ie; Xl Exceptions Description
13 B(2)/C(2)  Failure to publish a public notice of bid opening
1 B(5)/C(7)  Failure to send notice of award
2 B(4)/C(5)  Failure to rank prospective offerors
2 A Failure to use competitive sealed bidding when contracts exceeded
2 *k11 Used Best Value Bid - not part of the procurement methods in Policy

The District failed to follow its policies and procedures detailed in the procurement manual for 100% of the
transactions analyzed.

D. Purchasing/Procurement Cards (P-Cards)

P-Cards are credit cards that the District uses to make fast purchases without the need for a purchase order
(P.O.). The District has a procurement policy, Procurement Card Program (P-Card policy). This program is
designed to provide the means to procure small off-the-shelf purchases and access to vendors that do not accept
purchase orders or extend credit and to secure travel arrangements.

“...Procurement responsibility is delegated to the user enabling an authorized Cardholder to
place an order directly with the vendor.”

9 PEBA Covered Employer Procedures Manual - Enrollment and Reporting Process Sections

10 The attributes used to test the transactions were directly derived from Policy DJ-R pages 9 through 14 represented in Appendix A.
11 The District’s procurement policy — Article 2 only recognizes competitive sealed bidding, competitive sealed proposals, small
purchases, sole/single source procurement, and emergency procurement.

14



https://www.scstatehouse.gov/code/t11c035.php
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/PCard_Policies_and_Procedures.pdf
https://www.peba.sc.gov/sites/default/files/er_manual.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Appendix_A_(1).pdf

The SCOIG analyzed 342 transactions totaling $696,861.89 from FY 2020 — FY 2025 and tested for compliance
against the District’s procurement policies. The attributes used were directly derived from the Procurement
Card Program and are represented in Appendix B. The findings are summarized in Table 6.

Table 6
# O.f Attribut.e in Exceptions Description
Exceptions'”  Appendix B

273 B(A) Failure to have complete approval documentation

50 B(B) Used funds for non-school expenditures
82 B(C) Failure to get procurement approval over $2,500
10 B(D) Evidence of splitting orders

308 B(E) Failure to include account numbers on receipt
9 B(F) Failure to use food purchases directly related to school events
76 B(G) Failure to have complete documentation for travel expenditures

The total amount of the findings for the P-card transactions exceptions was $695,543.29.

In addition, the SCOIG identified six transactions totaling $5,137.11 on the District’s credit card report!? that
contained personal expenses not related to the District’s use. (See Table 7)

Table 7

Date Vendor Amount
11/9/2020  Middleburg Oral Surgery $76.00
12/9/2020  Dentistry on Broad $3,104.00
1/5/2021  Dentistry on Broad $1,714.08
2/13/2021  Labcorp $107.00
2/24/21  Labcorp $45.83
8/29/2022  Labcorp $90.20
Total $5,137.11

The District recognized there were issues of decentralized use of the P-cards. As of 6/19/2025, the executive
director of finance amended the P-card policy that controlled the use of a P-card.

E. Federal Grants

ESSER II Grants

The District received various grants during the FY 2020 — FY 2025 period. One of the grants received was
called the Elementary and Secondary School Emergency Relief (ESSER). This grant was distributed in a series
of three grants, ESSER I, ESSER I1'* and ESSER 111, in response to the Coronavirus Disease of 2019, formally
known as COVID-19.

The SCOIG selected 99 out of the 295 transactions of the ESSER II Grant expenses and tested in accordance to
the latest amendment approved (Amendment #4) dated 9/13/2023 by SCDE. There were no transactions related

12 Some of the exceptions had multiple findings.
13 Information directly derived from the District’s Transparency Credit Card Reports at: marlboro.k12/transparency/credit card reports.
14 ESSER I grant started 3/13/2020- 9/30/23 per Federal Department of Education: Final ESSERII_Factsheet 1.5.21.pdf.
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/PCard_Policies_and_Procedures.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/PCard_Policies_and_Procedures.pdf
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Personal_Exp_obtained%20from%20the%20District.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOA_11_2020_Stmt.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOA_12.2020_Stmt.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOA_Stmt_1-27-21.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOA_2-2021_Stmt.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOA_2-2021_Stmt.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BOA_9_2022_Stmt_(2).pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Ltr_to_MCSD-%20Pcard.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/SCDE_ESSER_Funding.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/MCSD_ESSER%20II_Plan_Amendment_4.pdf
https://www.marlboro.k12.sc.us/documents/about-us/departments/finance/transparency-reports/credit-card-reports/196277
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Final_ESSERII_Factsheet_1.5.21.pdf

to personnel costs in the ESSER II grant expenses. The attributes used to test the transactions are identified in
Appendix C. The summary of findings is represented in Table 8 below.

Table 8
# of Attribute violated in Exceptions Description
Exceptions  Appendix (App.
8 App.C: C Failure to know what was used
5 App.C: B Failure to provide documentation
43 App. C: B; B(2) Failure to clearly identify the support documentation
as being charged to the ESSER grant
14 App. C: A Failure to provide PO
3 App.B: C, E Used P-card in policy DJ-R

* Some exceptions had multiple findings
The total amount of the findings for the 56 ESSER II Grant transactions was $3,503,876.34.

Most of the exceptions were related to the District’s lack of support documentation or a P.O. for non P-card
transactions. For every transaction not made by a P-card a P.O. was required. The District’s accounting manual
(accounting manual) stated:

“All orders for goods and services must start with a purchase order request to spend district
funds.”

The accounting manual further stated: Employees of the school district must follow the purchasing procedures
for any items to be purchased with district funds, regardless of the source of funds — local, state or federal.

The SCDE audit dated 9/13/2024 of the ESSER III grant funds revealed significant deficiencies in the
District’s financial management and compliance practices.

The report identified the following five findings and required the District to repay $476,860.

o Finding 1: Insufficient Records of Time and Effort

e Finding 2: Incomplete Asset List

o Finding 3: Unapproved Expenditure Requested for Reimbursement

e Finding 4: Unallowable Employee Benefits Paid from ESSER III Funds
o Finding 5: Expenditure Claimed out of the Period of Performance

The SCDE’s Finding #2 determined the District failed to have a complete listing of assets purchased with
ESSER III grant funds. The SCDE audit found the District’s Asset List was: “incomplete, lacking critical
information for proper asset management, and federal compliance.” The finding also stated the District
should maintain accurate and complete records for federally funded assets per the U.S. Code of
Regulations (CFR) 2 CFR 200.313.%%

152 CFR 200.313 stated: “Regardless of whether equipment is acquired in part or its entirety under the Federal award, the recipient

or subrecipient must manage equipment (including replacement equipment) utilizing procedures that meet the following requirements:

(1) Property records must include a description of the property, a serial number or another identification number, the source of
funding for the property (including the FAIN), the title holder, the acquisition date, the cost of the property, the percentage of the
Federal agency contribution towards the original purchase, the location, use and condition of the property, and any disposition
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On 10/14/2024, the District submitted a Corrective Action Plan in response to the audit of ESSER III
grant funds by SCDE. The District’s corrective action plan response to Finding #2 stated, “in the process
to correct and complete the Asset list for FY 23/24 to be completed by 12/2/2024 prior to the SDE Annual
School District Audit deadline.”

In addition, the SCOIG determined that the external auditors’ financial and compliance audit reports for
FY 2021 and FY 2024 identified non-compliance with federal regulations.

o Finding 2021-003: The District’s list of capital assets did not include all the federal
requirements.

e Finding 2024-005: The District failed to maintain an asset listing and perform a physical
inventory for all equipment and real property acquired with federal funds — a lack of internal
controls related to federal award requirements, specifically as it relates to equipment and real

property.

During this investigation, the SCOIG determined the District did not have a complete listing of the
District’s fixed assets, which correlated to the SCDE ESSER III audit Finding #2, and two external audits.

F. Inventory Management

According to the District’s Policy DID, the District was responsible for maintaining an accurate inventory of
materials and equipment of the District. Further, Policy DID-R required the District to maintain an inventory
system of equipment purchased with federal, state and local funds. In addition, the accounting manual stated:
“The District and all schools must take a physical inventory of the property and reconcile the results with the
property records at least once every 2 years.”

The District’s corrective action plan also included the following statement:

“The CFO on behalf of the district hired Records Consultants, Inc [RCI] to come to the
district June of 2024, to tag and inventory all items in the district. We found out that the
inventory tagging procedure doesn’t capture the cost, acquisition, date, and funding source
for the assets. We will continue to have RCI come in annually or on alternate years
(whichever seems needed) to tag all assets across the district for identification of district
Property.”

RCI submitted a proposal to the District on 3/24/2022, to conduct an inventory and reconciliation of the
District’s fixed assets, and install a Fixed Asset Management Program (FAMP 11.1). A contract was
approved and a P.O. was issued for $39,500. RCI submitted another proposal on 2/5/2024, to conduct an
inventory and reconciliation of the District’s fixed assets tailored to comply with GASB 34 and GAAP
for asset management and reporting. The contract was approved and a P.O. was issued for $33,000.

The SCOIG determined the FAMP 11.1 inventory system, would capture most, if not all, of the
requirements listed in SCDE’s Finding #2 and the CFR 200.313, as set forth in Exhibit E on the following

page.

data including the date of disposal and sale price of the property. The recipient and subrecipient are responsible for maintaining
and updating property records when there is a change in the status of the property.

(2) A physical inventory of the property must be conducted, and the results must be reconciled with the property records at least once
every two years.”
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Exhibit E

The data input ficlds for RCI’s FAMP 11.1 are:

Campus Number  Depreciation Method Checle Numher Remarks

Bullding Number  Londition Gode Vendur Dute Duta Modified
Room Number Cost Program Cades Cnst-Code-11

Item Description [tem Account ulass Funding Code (Actuul/Estimuated)
Federally Funded — Quantity Disposition Method Salvage Value

Serial Number Manufacturer Disposition Date Purtiuse Dute

Old 1D Number Model Uscfullostimatad life Custadian

Rar Code Numher  Invoice Number P.U. Number 10 User-Defined fickds

FAMP 11 1 eoftware allows data to be exported/imported to/from most accounting applications.

A senior District official stated that training was not included in the purchase and installation of the
software but was offered at an additional cost by RCI. The senior District official stated that although
the FAMP 11.1 software was installed on the District’s machines, staff were unfamiliar with how to use
the software.

The RCI contracts exclude training and support for the FAMP 11.1 inventory system software. The District did
not utilize the software. The inventory system would have made the District compliant with the inventory
requirements set forth by the District, the SCDE and the federal government.

The SCOIG determined that the two RCI contracts approved by the District totaling $72,800 lacked appropriate

training of the FAMP 11.1 software that was not used by District employees, which represented a waste of
funds.

G. Summary of Financial Management Issues

The District’s failure to follow fiscal policies and regulations designed to protect the District against
inaccurate accounting and reporting resulted in numerous deficiencies and weaknesses in internal control,
governance and oversight by the District. Among the concerns identified were the District’s lack of
adherence to its procurement code, tax and insurance liabilities, mismanagement of funds, and insufficient
documentation for vendor payments.

The exceptions, which totaled $7,354,844.24, represented significant deficiencies and material
weaknesses in the District’s failure to govern and manage District finances. These deficiencies and
weaknesses elevated the risk of fraud over the District’s finances. (See Table 9)

Table 9
IRS Tax Liability $1,013,202.38
PEBA Liability $726,206.62
Mismanagement of grant funds $3,503,876.34
Non-compliance with Policy DJ-R $1,045,646.26
Improper procurements $700,680.40
Unallowable compensation $326,250.00
Board members bonuses $38,982.24
Total $7,354,844.24
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H. Findings and Recommendations — Financial Management

Finding Sec. IV — 1: The District and the external auditors failed to disclose the $1,013,202.38 in a civil
penalty long-term liability owed to the IRS for the tax year ending 2022 on the District’s financial statements.

Recommendation Sec. IV — 1: The SCOIG recommends the District, and the external auditors fully
disclose the long-term liability and restate the financial statements for District stakeholders to comply
with federal laws.

Finding Sec. IV —2: The District failed to remit to PEBA the District’s portion of insurance payments, totaling
$726,206.62, which represented mismanagement of funds.

Recommendation Sec. IV — 2: The SCOIG recommends that the District submit PEBA payments in a
timely manner.

Finding Sec. IV — 3: The District’s lack of adherence to its procurement code, deficient contract management,
mismanagement of funds, and insufficient documentation for vendor payments totaled $7,354,844.24'6 as set
forth in Table 9 of this report. These failures represent significant deficiencies and material weaknesses in the
District’s ability to govern and provide fiscal oversight of its appropriations.

Recommendation Sec. IV — 3a: The SCOIG recommends that the District follow its own procurement
policies and implement stricter internal controls to reinforce its policies and procedures.

Recommendation Sec. IV — 3b: The District should provide annual training to all finance,
procurement, and non-procurement staff who request goods/services on procurement policies and
procedures and document this training to each employee’s personnel file.

Finding Sec. IV — 4: The District failed to maintain accurate maintenance records/logs of inventory purchased
with grant funds, and other federal funds.

Recommendation Sec. IV — 4: The SCOIG recommends that the District ensures that all inventory
system receivables it purchased are accounted for and being used. Additionally, the District should
follow its own policy regarding inventory management and make sure inventory is accurately recorded.

Finding Sec. IV —5: The District’s two contracts with RCI totaling $72,800 lacked appropriate training of the
FAMP 11.1 software that was not used by District employees, which represents waste of funds.

Recommendation Sec. IV —5: The SCOIG recommends The District purchase suitable training for
inventory software for District employees to use to ensure proper inventory management to comply with
federal requirements and District’s policies.

V. Other Observations

A. External Auditors

The SCOIG determined the District has utilized the same external auditors since the 2017 audit. Many
audit firms follow the Securities and Exchange Commission’s requirement for audit client rotation!” every
5-7 years to resolve any issues regarding independence.

%8 Includes the IRS and PEBA liabilities identified in findings [V — 1 and IV — 2.
17 See SEC Regulation S-X, Rule 2-01(c)(6)
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https://www.bing.com/search?pglt=2083&q=SEC+Regulation+S-X%2C+Rule+2-01(c)(6)&cvid=f035312d4df140d392a9af626b77f63f&gs_lcrp=EgRlZGdlKgYIABBFGDkyBggAEEUYOTIGCAEQABhAMgYIAhAAGEAyBggDEAAYQDIGCAQQABhAMgYIBRAAGEAyBggGEAAYQDIGCAcQABhAMgYICBAAGEAyCAgJEOkHGPxV0gEIMjczMWowajeoAgiwAgE&FORM=ANNAB1&PC=U531&source=chrome.ob

Subsequently, the District sent a request for proposal to several audit firms directly. The current external
auditor firm was the only audit firm that responded to the request for proposals. The SCOIG was
informed that the external auditor initiated discussions with the District regarding resolution of the tax
liability and offered related services. The District did not initially seek the external auditor’s assistance;
rather, the auditors contacted the District following SCOIG inquiries about the liability. Because the
external auditors also prepared the District’s financial statements, this engagement raises independence
concerns. Additionally, the District should have followed established procurement procedures before
agreeing to utilize an independent firm for these services.

The 2024 Yellow Book '® requirement 3.64 stated:

“Before auditors agree to provide a nonaudit service to an audited entity, they should
determine whether providing such a service would create a threat to independence, either by
itself or in aggregate with other nonaudit services provided, with respect to any GAGAS
engagement they conduct.”

B. GSA Travel Rates

School district boards can set their own limitation on what will be allowed for travel reimbursement. Policy
DKC and Policy DKC-R represent the travel reimbursement policies for the District. The two travel policies
do not specify that when state funds are used for traveling the Government Service Administration (GSA) rate
should be used. The SC Statewide Disbursement Regulations per the S.C. Code § 11-3-185 stated:

“...be allowed reimbursement for actual expenses incurred for lodging, not to exceed the
current maximum lodging rates, excluding taxes, established by the U.S. General Services
Administration. The lodging reimbursement for employees of a school district must also
conform to these rates [SCOIG emphasis| when that employees travel reimbursement is
paid by state funds that are transferred to the school district.”

Further, CFR § 200.475(b) for travel and lodging costs states:

“Costs incurred by employees and officers for travel, including costs of lodging, other
subsistence, and incidental expenses, must be considered reasonable and otherwise
allowable only to the extent such costs do not exceed charges normally allowed by the
recipient or subrecipient in its regular operations as the result of the recipient's or
subrecipient's established written policy. [SCOIG emphasis]

In addition, if these costs are charged directly to the Federal award documentation must
Jjustify that:

(1) Participation of the individual is necessary for the Federal award; and
(2) The costs are reasonable and consistent with the recipient's or subrecipient's
established written policy.” [SCOIG emphasis]

These two policies emphasize that the cost of travel should be reasonable, and the GSA rate is the
standard maximum rate for lodging that is used for employees of the State of South Carolina.

18 The Yellow Book, known as the Government Auditing Standards, officially known as Generally Accepted Government Auditing
Standards (GAGAS) is used by auditors around the world to perform effective government audits. The Yellow Book is the
authoritative standards for auditing government entities and programs, ensuring accountability, reliability, and ethical standards.
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/DKC_Exp_Auth-Reim.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/DKC_Exp_Auth-Reim.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/DKC_R_Exp_Auth-Reim.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/Disbursement_Regulation_2026.pdf
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.475
https://www.gao.gov/products/gao-24-106786

C. Findings and Recommendations — Other Observations

Finding Sec. V —1: The SCOIG determined that the District is in the process of using the auditors’ services to
remediate the failed disclosure of the $1,013,202.38 in a civil penalty liability.

Recommendation Sec. V —1: The SCOIG recommends that the District utilize procurement to avoid
using the auditors for other audit services and to maintain compliance with independency laws per
Chapter 3 of the Yellow Book.

Finding Sec. V — 2: The District’s travel reimbursement policy is not in compliance with S.C. Code § 11-3-
185.

Recommendation Sec. V —2: The SCOIG recommends that the travel policies be updated and
reflect the S.C. Code § 11-3-185.

VI. Conclusion

The SCOIG determined the District failed to follow fiscal policies and regulations designed to protect the
District against inaccurate accounting and reporting that resulted in numerous deficiencies and weaknesses in
internal control, governance and oversight by the District.

The District exhibited failures in fiscal practices, adherence to its procurement code, sustained tax and insurance
liabilities, mismanagement of funds, and insufficient documentation for vendor payments that represented
significant deficiencies and material weaknesses in the District’s capacity to govern and manage the finances of
the District. These deficiencies and weaknesses elevated the risk of fraud over the finances of the District.

The Board failed to provide proper oversight of the Dr. Tillar’s employment contract that resulted in the
overpayment of $326,250 in compensation when Dr. Tillar did not comply with the residency clause of the
employment contract. In addition, the Board violated the state’s open records law when it approved the
purchase of a vehicle for Dr. Tillar while in executive session. Furthermore, the Board prioritized its own
financial self-interest by voting on five occasions to provide a bonus to each member, in direct violation of the
State Ethics Act and Board policy BID. Additionally, the Board provided an 18-month temporary salary
increase to each Board member without public discussion in violation of Board policy BID. Several Board
members violated the Board policy BCB (Board Member Conflict of Interest) when they received coaching
stipends at the District and provided emergency response services to District athletic events. All of which
demonstrate that the District has failed to meaningfully implement its fiscal emergency turnaround plan(s).

The SCOIG extends its appreciation to the District superintendent, District leadership and staff, school
principals, members of the Marlboro County School Board of Directors and the South Carolina Department of

Education staff, for their cooperation and intentionality of seeking solutions to the issues identified by the
SCOIG.
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https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BID.pdf
https://www.oig.sc.gov/sites/oig/files/Documents/Reports/2026/Marlboro/BCB.pdf

