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Audit of 

Eagle Arts Academy Charter School 

 

EXECUTIVE SUMMARY 

 

 
In response to the request of School District staff, we have performed the audit of Eagle Arts Academy 

Charter School (EAA) for the Fiscal Year ended June 30, 2015.  The primary objectives of this audit 

were to determine (1) whether the school’s 2014-15 Student FTE Surveys 2 and 3 were accurate, (2) 

the extent to which EAA properly recorded and reported the revenues and expenditures, and (3) the 

extent of compliance with the financial and governance requirements of the Charter Contract.  Please 

see page iii for the Chronology of Events for this audit.  This audit produced the following major 

conclusions: 

 

1. Over-Reporting of Student Full Time Equivalent (FTE) Count 

 

We reviewed the enrollment and withdrawal records in the District’s TERMS System and the 

Attendance Records maintained by EAA for 82 sample students during FTE Survey 2 (October 

2014) and Survey 3 (February 2015).  We found that nine students reported in Survey 2 were not 

eligible for FTE funding.  We estimated that the District overpaid EAA $29,934.91 in FTE funds. 

Subsequently, the school located the attendance records for one of the 10 students. (Please see 

page 3.) 

 

2. Payment of $38,779.70 in Start-Up Costs to EAA’s Founder 

 

The Governing Board authorized the payment of $38,779.70 in start-up costs incurred by Sound 

Tree Entertainment, Inc. (STE), a corporation solely owned by the EAA Founder.  However, these 

payments were supported only by check copies and ledger sheets maintained by EAA’s founder, 

without the original loan agreements, paid invoices, and receipts.  Moreover, all payments were 

made to STE when the submitted documentation indicated that $5,777.20 of the $38,779.70 in 

start-up costs were incurred by another entity, EMPPAC Foundation, Inc. 

 

Based on the documentation submitted by EAA’s Founder, it appeared EAA overpaid Sound Tree 

Entertainment, Inc. $3,398 which included an overstatement of one payment and costs incurred 

after the School had opened for operations.  Moreover, start-up costs only include those incurred 

after the charter is approved by the School Board.  (Please see page 6.) 

 

3. Internal Control Weaknesses 

 

The review of disbursement records noted the following three internal control weaknesses: 

 

a. Expenditures With No or Inadequate Documentation 

b. Checks Missing and Issued Out-of-Sequence 

c. Expenditures not recorded in the school’s accounting system 
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It appeared that EAA’s former management company, iSchools, kept some blank check stock in 

their office away from EAA’s campus which caused checks to be issued out-of-sequence. Without 

adequate supporting documentation, there is no assurance that disbursements were appropriate. 

(Please see page 10.) 

 

4. Related Party Transactions 

 

a. EAA’s Management Company (iSchools) and Its Vendor (The School Store, LLC) Owned by 

the Same Persons 

 

iSchools was the management company for EAA during June 12, 2014, through May 18, 

2015.  During Fiscal Year 2015, iSchools purchased, on behalf of EAA, curriculum, furniture, 

and classroom and office supplies totaling $467,164 through The School Store, Inc.  However, 

both iSchools and The School Store, Inc., shared the same address and phone number, and 

were owned by the same persons.  Available invoices also indicated payments to The School 

Store included payroll reimbursements for iSchools’ employees and hotel lodging for the 

school’s principal. (Please see page 12.) 

 

b. EAA’s Vice-Chairman Signed Consulting Contract, Approved Payments, and Signed Checks 

to His Business Partner 

 

EAA’s former Vice-Chairman signed “for the chairman” a Consulting Contract with Reese-

Marshall Communications, LLC to provide public relations, creation of marketing materials, 

and crisis management. Payments totaled $25,500 from September 29, 2014 through February 

6, 2015. EAA received an email dated April 22, 2015, from the former Chairman during the 

time the Consulting Contract was issued. He wrote he had no knowledge of a contract with 

Reese-Marshall and he did not approve or sign any agreement with that company. The OIG 

concluded that the Consulting Contract initiated and signed by the former Vice-Chairman 

with his business partner represented a potential conflicting contractual relationship, 

prohibited by Florida Statute 112.313(3). The EAA Governing Board subsequently 

investigated the contract and removed the former Vice-Chairman from the Board. (Please see 

page 13.) 

 

5. Lease Agreement 

 

EAA executed a 25 year lease agreement, with annual payments based on a minimum imputed 

number of student enrollment. The lease states the second year’s (FY 2016) lease payment 

calculation is based on 850 students, regardless of the actual enrollment. While EAA’s enrollment 

has increased, the actual student enrollment in October 2015 was 681, which was 169 students 

below the 850 students required in the lease agreement. The $177,450 annual rental payments for 

the additional 169 unfunded students would have a significant financial burden on the school. 

(Please see page 16.) 
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Overall Comments from School District’s Chief Financial Officer (CFO) and Director of 

Charter Schools 

 

EAA’s Board of Directors is (1) solely responsible for the operations of the School and should 

exercise continuing oversight over the School’s operations, and (2) responsible for developing and 

adopting the annual fiscal solvency and accountability, receipt and expenditure of funds, business 

management services, audit services and purchasing decisions, (3) responsible for monitoring and 

ensuring the proper fiscal management of the organization in order to ensure a sustainable foundation, 

and (4) ultimately responsible for the financial management and oversight of the school.  EAA 

Governing Board’s lack of oversight is directly and ultimately responsible for all of the issues raised 

in the five audit findings. 

 

(Please see page 18.) 

 

 

Superintendent’s Letter of Notification of Non-Compliance to the EAA’s Governing Board 

Chair, Principal, and Legal Counsel 

 

On September 7, 2016, Superintendent Avossa sent a Letter of Notification of Non-Compliance with 

Charter School Contract and Statute to EAA’s governing board chair, principal, and legal counsel. 

 

The Letter of Notification indicated EAA’s lack of Governing Board’s oversight and governance in 

the following six areas: 

 

1. Governance 

2. Reimbursement of Start Up Costs to STE and EMPPAC 

3. Missing Financial Documentation 

4. Inadequate Information on the EAA Website 

5. Lease Agreement 

6. Related Party Transactions 

 

The Letter of Notification also requests EAA to cure the contractual or statutory deficiencies within 

30 days following the date of the Letter. 

 

(Please see pages 21 through 33.) 

 

 

EAA’s Management’s Response is on pages 34 through 70. 
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Chronology of Events 

Date Event 

July 2015 District staff (Chief Academic Officer) requested an audit of Eagle Arts 

Academy Charter School. 
 

October 30, 2015 A Management Advisory Memo was issued to District staff for immediate 

action regarding over-reported October 2014 FTE by Eagle Arts. 

 

The Memo was sent to Former Chief Operating Officer, with copy to 

Superintendent, Deputy Superintendent, Assistant Superintendent, Director 

of Charter Schools, and Director of FTE & Student Reporting. 
 

November 2015 Finance and Charter Schools Departments requested OIG to expand the 

audit to include February 2015 FTE reported by Eagle Arts. 
 

February 2016 Fieldwork substantially completed. 
 

Mid-April 2016 Auditor completed the 1st draft report, pending additional clarification from 

Eagle Arts. 
 

June 1, 2016 Draft report was sent to Eagle Arts for management response. 
 

July 7, 2016 Received the management response from Eagle Arts. 
 

July 7 - 20, 2016 Reviewed additional documentation and management response provided by 

Eagle Arts.  Clarified preliminary audit findings based on response and 

clarification from Eagle Arts. 
 

July 21, 2016 Draft report, with Eagle Arts response, was sent to Chief Financial Officer 

and Director of Charter Schools for comments, with copy to Deputy 

Superintendent. 
 

July 27, 2016 Accounting, Budget, and Charter Schools Departments requested input from 

Legal Department on actions that the District must undertake to address the 

audit findings. 
 

August 18, 2016 OIG attended the meeting with Accounting, Budget, Charter Schools and 

Legal Departments to discuss District actions to address the audit findings. 
 

September 2, 2016 Received the comments from District’s Chief Financial Officer and Director 

of Charter Schools Department. 
 

September 7, 2016 Superintendent’s Letter of Notification of Non-Compliance With Charter 

School Contract and Statute to Eagle Arts Academy’s Board Chair, 

Principal, and Legal Counsel. 
 

September 30, 2016 Final draft report, with management responses, presented to the Audit 

Committee at its September 30, 2016, meeting. 
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M E M O R A N D U M 
 

TO: Honorable Chair and Members of the School Board 

 Robert M. Avossa, Ed.D., Superintendent of Schools 

 Chair and Members of the Audit Committee 

 

FROM: Lung Chiu, CPA, Inspector General 

 

DATE: September 30, 2016 

 

SUBJECT: Audit of Eagle Arts Academy Charter School 

 

 

PURPOSE AND AUTHORITY 
 

In response to the request of School District staff, we have performed the audit of Eagle Arts 

Academy Charter School (EAA).  The primary objectives of this audit were to determine (1) 

whether the school’s 2014-15 Student FTE Surveys 2 and 3 were accurate, (2) the extent to which 

EAA properly recorded and reported the revenues and expenditures, and (3) the extent of 

compliance with the financial and governance requirements of the Charter Contract. 

 

SCOPE AND METHODOLOGY 
 

This audit was conducted in accordance with Generally Accepted Government Auditing 

Standards.  Those standards require that we plan and perform the audit to obtain sufficient, 

appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 

audit objectives.  We believe the evidence obtained provides a reasonable basis for our findings 

and conclusions based on our audit objectives. 

 

This audit covered the fiscal year ended June 30, 2015.  To accomplish the audit objectives, we 

performed the following procedures: 

 

 Reviewed applicable sections of Florida Statutes, School Board Policies and the 

Charter Contract. 

 Reviewed EAA Accounting Procedures and Policy Manual. 

 Evaluated the internal controls and extent of compliance with the established 

procedures. 

 Reviewed contracts and agreements executed by the EAA. 

 Reviewed Fiscal Year 2015 Full-time Equivalent (FTE) reporting. 

THE SCHOOL DISTRICT OF LUNG CHIU, CIG, CPA SCHOOL BOARD 
PALM BEACH COUNTY, FLORIDA INSPECTOR GENERAL  CHUCK SHAW, CHAIRMAN 

  FRANK A. BARBIERI, JR, ESQ., VICE CHAIRMAN 
OFFICE OF INSPECTOR GENERAL  MARCIA ANDREWS 
3318 FOREST HILL BLVD., C-306  KAREN M. BRILL 
WEST PALM BEACH, FL 33406  DEBRA L. ROBINSON, M.D. 
  ERICA WHITFIELD 
(561) 434-7335     FAX: (561) 434-8652   
www.palmbeachschools.org 
  ROBERT M. AVOSSA, Ed.D., SUPERINTENDENT 
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Draft findings were sent to the EAA’s Governing Board and District staff for review and 

comments.  We appreciate the courtesy and cooperation extended to us by EAA and District staff 

during the audit.  The final draft report was presented to the Audit Committee at its September 30, 

2016, meeting. 

 

 

BACKGROUND  
 

School Opened One Year Early   

 

On October 2, 2013, the School Board approved the EAA’s charter school application with an 

anticipated opening date of August 2015.  The target opening date would allow EAA more time to 

search for a location in the western Delray Beach area and develop the proposed Artademics 

curriculum.  In June 2014, EAA leased a former private school facility in Wellington and opened 

school in August 2014. 

 

On July 30, 2014, the School Board approved a new, five-year Charter Contract (Charter) with 

EAA effective July 1, 2014, through June 30, 2019.  

 

Contracted Educational Service Provider   

 

To facilitate opening the school with a shortened preparation time, the School contracted with an 

educational services provider, iSchools, LLC (iSchools) on June 12, 2014.  The Management 

Agreement indicated iSchools would be responsible for management, operation, accounting and 

the educational program of the school.  Base compensation was set at 14% of revenues, payable 

in equal monthly installments. 

 

On May 18, 2015, iSchools emailed the District that it would terminate its contract with EAA 

effective May 12, 2015.  EAA’s Business Manager, who was hired in May 2015, expressed 

concern to the District that iSchools’ staff spent several days shredding documents prior to exiting 

the campus.  EAA staff were left locked out of the accounting office without a key.  When EAA 

staff were finally able to enter the office, they determined that some business documents were 

missing. 

 

The June 30, 2015, EAA Governing Board minutes indicated that EAA’s management was 

attempting to rebuild an entire year’s accounts receivable and payable records.  The Board voted 

to place iSchools in material default of the Management Agreement. 
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CONCLUSIONS 
 

The audit produced the following major findings: 

 

1. Over-Reporting of Student Full Time Equivalent (FTE) Count 

 

FTE Count and FEFP Funding 

 

As required by Florida Department of Education (FDOE), the number of students counted 

(actual student enrollment and attendance) during the specific FTE survey periods provides the 

basis for the school to receive the amount of Florida Education Finance Program (FEFP) 

funding.  To qualify for FEFP funding, a student must attend the school at least one day during 

the survey period or the six school days prior to the survey period, and be enrolled at the school 

at least one day of the survey period. 

 

Audit Samples 

 

We reviewed the records for student enrollment dates, withdrawal dates, and withdrawal codes 

in the District’s student information system (TERMS) for students who were included in the 

October 2014 (Survey 2) FTE Report but not in the February 2015 (Survey 3) FTE Report, and 

vice versa.  A total of 82 sample students were selected for detailed examination: 

 

(1) 22 students (seven for Survey 2 and 15 for Survey 3) with questionable enrollment or 

withdrawal dates based on our review. 

 

(2) 60 students (30 students each from Surveys 2 and 3) selected randomly. 

 

Nine Students Not Eligible For FEFP Funding 

 

The review of enrollment and withdrawal records in the District’s TERMS System, and the 

Attendance Records maintained by EAA for the 82 sample students (37 students for Survey 2; 

and 45 students for Survey 3) found that nine of the Survey 2 sample students were not eligible 

for FEFP funding (see Table 1): 

 

 Seven students with questionable enrollment or withdrawal dates were ineligible for FEFP 

funding because their attendance record indicated that they did not attend the school during 

the survey period or the six school days prior to the survey period. 

 

 Two (7%) of the 30 randomly sampled students from Survey 2 were withdrawn from the 

school in the TERMS system after the survey period.  However, the attendance records 

maintained by the teachers indicated that these three students withdrew from the school 

prior to the survey period. 
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Table 1 

Sampling Results of FTE Testing 

 

 Number of Student 

 Survey 2 
(October 2014) 

Survey 3 
(February 2015) 

Total Number of Students Enrolled 647 584 

Audit Samples   

Students with questionable enrollment or withdrawal dates 7 15 

Random Samples 30 30 

Total Number of Audit Samples 37 45 

Number of Students Ineligible for FEFP Funding 9 - 

 

District Overpaid EAA An Estimated $29,934.91 in FEFP Funding Due to EAA’s Over-

Reporting of Enrollment 

 

According to the District’s Department of FTE & Student Reporting, these nine ineligible 

students were included as part of the FTE reported to FDOE in Survey 2 (October 2014) for 

FEFP funding.  These nine students were enrolled and counted in the following programs (see 

Table 2). 

 

Table 2 

Ineligible Students by Program (Survey 2) 

Program # Program No. of Students 

101/102 Basic K-3 / Basic 4-8 8 

111/112 Basic K-3 / Basic 4-8 with ESE services 1 

 

Based on the programs these nine students were enrolled, the over-reporting resulted in an 

estimated overpayment of $29,934.91 in FTE funding to the EAA during Fiscal Year 2015. 

 

Recommendation  

 

On October 30, 2015, OIG advised District management of the over-reporting and 

recommended recouping the estimated $29,934.91 of the FEFP overpayment from the school.  

Section IV(A)(1)(c) of the Charter Contract with EAA states, “If the School submits data 

relevant to FTE funding that is later determined through audit procedures to be inaccurate, 

the School shall be responsible for any reimbursement to the Sponsor for any errors, 

omissions, misrepresentations, or inaccurate projections.” As an alternative, the District 

should consider making an adjustment to the school’s future FEFP funding. Subsequent to our 

October 30, 2015, Management Advisory, because of the high error rate of the original sample, 

it was determined we would test an additional 30 students selected randomly from Survey 2.  

This additional testing identified no additional errors. 
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Management’s Response from Eagle Arts Academy: 

 

We do not concur with 1 of the 10 ineligible students sampled from Survey 2 (October 2014).  

We were able to locate the teacher’s roster, which shows the student was present during the 

FTE window. Please see Exhibit A.  There were two other students who were enrolled and 

should have been eligible for FTE funding. For those two students, we were unable to locate 

all the supporting documentation that had been misplaced by the previous school data 

processor or possibly shredded by the previous management company (iSchools LLC).   To 

rectify this, our Governing Board took action and terminated our relationship with the 

previous management company, re-trained our teachers on daily student attendance 

procedures, hired a new school data processor and new Principal. We are committed to 

training and retraining our staff to fully comply with the Florida State Statutes, as well as the 

attendance policies and procedures set forth by the School District of Palm Beach County, 

which govern student attendance reporting and record retention.  

 

We Concur with the remaining 7 of the 10 ineligible students sampled from Survey 2 (October 

2014). The Governing Board took immediate action to correct this serious deficiency in our 

FTE process.  We terminated our management company (iSchools LLC) for numerous 

mismanagement practices including unauthorized shredding of documents, which violates 

Florida record retention rules.  We hired a new data processor, school principal, and new 

back office services provider. We since have retrained our teachers and support staff on the 

proper FTE reporting procedures and record retention practices.  We will retrain and 

reinforce the attendance procedures during our upcoming August 2016 in-service staff 

meeting. 

It is important to note that an additional 30 students were sampled by the IG and no other 

students were found to be ineligible. It is also important to note that the PBCSD Charter School 

Office withheld transportation funds in the amount of $28,783.68 due to Eagle Arts Academy 

(EAA) until the IG investigation of this finding was completed.  As of today, these funds have 

not been released to EAA (see Exhibit B-email dated 2/16/16). 

 

(Please see page 35 for EAA’s full response.) 

 

OIG Comment:  Our initial review identified 10 students who were not eligible for FEFP 

funding. Subsequently, the school located the attendance records for one of the 10 

students. The District’s directive regarding withdrawals during FTE week does allow the 

inclusion of a student in the FTE count if the student is in attendance during any day of 

FTE week. The roster provided by EAA (Exhibit A) does show the student was in 

attendance on Monday, October 13, 2014. Based on subsequent information provided by 

EAA, the OIG revised its finding from 10 students to nine, and reduced the estimated 

overpayment to $29,934.91.  
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Comments from District Staff: 
 

a) OIG met with the Departments of Budget and Charter Schools on 11/19/15 about the 

discovery of Over-Reporting of FTE by EAA totaling $29,934.91. Immediate action was 

taken by district staff in December 2015 to withhold FTE while staff further investigated 

the School’s over-reporting of FTE. 
 

b) The FTE report was further analyzed by Budget and OIG and it was determined that there 

were no other over-reported FTE. 
 

c) Further action was taken to recover the ineligible allocation from EAA in an adjustment 

to FTE payment for FY 16. 
 

d) This over-reporting of FTE must be addressed by the EAA Governing Board members since 

they, not the District, are solely responsible for the operation of the School and exercise 

continuing oversight over the School’s operations. (Charter Agreement, Section VIII: 

Governance, B. Governing Board Responsibilities [pursuant to statute] 3. School 

Operations, dated August 5, 2014). Furthermore, under the Charter Agreement, Section 

VIII, B.6. School Fiscal Agent: “the governing board shall be the fiscal agent for the 

school and shall be involved from the inception in administrative functions…”  In addition, 

in the Application, specifically Section 9: Governance C. Governing Board, there is a non-

exclusive list of governing board responsibilities.  The list includes developing and 

adopting the annual budget, ensuring fiscal solvency and accountability, receipt and 

expenditure of funds, business management services, audit services and purchasing 

decisions.  In addition, in the application, specifically, under Section 18: Financial 

Management and Oversight, A. Financial Manager – “the financial management and 

oversight of the school will ultimately be the responsibility of the Board of Directors.  The 

Board will regularly monitor and ensure the proper fiscal management of the organization 

in order to ensure a sustainable foundation.” 
 

(Please see page 18 for District staff’s comments.) 

 

 

2. Payment of $38,779.70 in Start-Up Costs to EAA’s Founder 

 

On May 4, 2015, EAA’s Governing Board approved a motion to add the payment of 

$38,779.70 in start-up costs incurred by Sound Tree Entertainment (STE) to the budget, but 

the minutes of the meeting do not reflect to which year’s budget the payment should be added; 

FY 2015 or 2016.  STE is a Florida for-profit corporation solely owned by EAA’s Founder.  

Four equal payments of $9,694.93 were paid to STE based on check copies and ledger sheets 

submitted by EAA’s Founder.  The submitted documentation, however, was insufficient 

because it lacked documented justification such as, original loan agreements, paid invoices and 

receipts. 

 

Although all payments were made to STE, the submitted documentation showed that 

$33,002.55 of costs were incurred by STE.  The remaining $5,777.20 of the declared start-up 

costs were paid by EMPPAC Foundation, Inc., a Florida not-for-profit corporation created by 

EAA’s Founder in June 2013.  (See Table 3.) 
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Table 3 

Start-Up Costs Submitted by EAA’s Founder 

 

Date Vendor For Paid by Amount 

1/26/2011 K. Summers Loan to write charter application (a) STE $10,000.00 

6/27/2011 N. Flinn Repayment of loan for charter application STE 1,000.00 

6/11/2012 N. Romero Writing charter application STE 4,000.00 

6/21/2012 L. Knowles Writing charter application STE 2,500.00 

7/5/2012 N. Romero Writing charter application STE 3,000.00 

8/9/2012 T. Marshall Proof reading charter application STE 1,500.00 

8/9/2012 N. Flinn Repayment of loan for charter application STE 1,000.00 

8/9/2012 N. Romero Writing charter application STE 3,000.00 

8/9/2012 Charter Schools 

Corporation 

Charter application review STE 552.50 

8/16/2012 Shutts & Bowen Legal retainer for charter STE 3,000.00 

10/12/2012 N. Flinn Repayment of loan for charter application STE 2,500.00 (b) 

10/12/2012 Baritz & Colman Legal fee – research for charter application STE 750.00 

1/3/2013 Baritz & Colman Legal fee – research for charter application STE 200.00 

12/7/2013 Baritz & Colman Legal fee – research for charter application EMPPAC 718.75 

12/23/2013 Charter Schools 

Corporation 

Charter application rewrite EMPPAC 2,000.00 

12/23/2013 L. Knowles Florida Educational Technology 

Conference reimbursement 

EMPPAC 280.00 

2/24/2014 Charter Schools 

Corporation 

Charter application rewrite EMPPAC 1,380.45 

8/18/2014 PK Graphics Backdrop for Kids World Event EMPPAC  550.00(c) 

8/19/2014 PK Graphics Stands & signs for Kids World Event EMPPAC 424.00(c) 

8/20/2014 PK Graphics Flyers for Kids World Event EMPPAC 424.00(c) 

 

Total 

 STE = $33,002.55 

EMPPAC = $5,777.20 

  

$38,779.70 

 

Notes to Table 3: Start-up Costs Submitted by EAA Founder 
 

(a) There was no evidence for the original $10,000 loan (e.g. loan agreement). Ledger sheets 

submitted to and approved by the Governing Board indicated repayments to K. Summers 

totaled $6,200 as of March 4, 2015. Start-up cost repayment of $10,000 included an 

advance payment of $3,800 to the Founder to complete the loan payments. 

 

(b) Copy of check indicated payment of $500. Repayment was overstated by $2,000. 
 

(c) Purchases by Foundation noted in Governing Board minutes occurred on August 20, 2014. 

EAA had already began operations. Consequently, these were not start-up costs related to 

the application. 
 

Based on the documentation submitted by EAA’s Founder, it appeared that STE was over-

reimbursed by $3,398, which included a $2,000 overstatement incurred by STE and $1,398 of 

ineligible costs which were incurred by EMPPAC after EAA opened.  It is also unclear as to 

why STE was reimbursed for $5,777.20 in expenses incurred by EMPPAC Foundation, Inc. 
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Recommendation 

 

To ensure proper fiscal accountability, EAA should ensure that purchases are adequately 

documented and supported by itemized invoices and receipts.  Without adequate supporting 

documentation, there is no assurance that the expenses were appropriate. EAA should recoup 

the overpayment of $3,398 from STE. 

 

Management’s Response from Eagle Arts Academy: 

 

a) We do not concur with this finding [referred to audit finding note (a) on page 7].  Before 

the charter application was approved by the School Board of Palm Beach County, a 

Founding Board existed before the EAA Governing Board was created. The “Background” 

section of this memorandum states that EAA also opened one year early.  The charter 

agreement was accepted by the School Board of Palm Beach County only 20 days before 

the school opened.  In order to accomplish this task, the Founding Board needed to incur 

legitimate startup costs listed in Table 3 on page 6. EAA Founder used personal funds to 

pay for these necessary startup costs with the expectation of being reimbursed once the 

school had opened.  Since the school was not open, there was no money to pay for these 

necessary startup costs. It is important to note that the typical startup costs listed within 

Table 3 are normally paid by awarded Federal Charter School Program funds (CSP).  Due 

to the short timeline to open the school, there was insufficient time to apply for these 

Federal funds; this left an immediate funding gap that needed to be filled quickly. 

 

The Founding Board had numerous discussions regarding the startup money. The EAA 

Founder understood the risks he was taking because if the EAA charter was never 

approved, he would have been fully responsible for the debt and loans being paid back. 

Because there was no official Board secretary to record the meeting minutes. Founding 

Board affidavits are provided Affidavit’s A, B and C from three of the members to validate 

that discussions took place that in fact discussed this arrangement as a loan and not a gift.  

Further supporting documentation of the startup costs appear on Schedule L of the Balance 

Sheet and the EAA tax returns for 2011 for $17,500, 2012 for $33,003, and 2013 for 

$37,482.  In addition, as you will see from the Exhibit C, the repayment of the $10K loan 

to Katie Summers is indicated in full for $10K and not the $6200 that the IG is referencing. 

 

b) We do not concur [referred to audit finding note (c) on page 7] with the implication that 

these costs occurred after the school had opened.  All these urgent costs were encumbered 

prior to the dates listed in Table 3 and were startup related costs.  These were all marketing 

materials and brochures that were needed to promote the opening of the school. Exhibit 

D. As you will see in the attachment, these services were ordered prior to the first day of 

school. 

 

OIG Comment:  School opened on August 18, 2014. The invoices for reusable 

marketing materials presented to the Governing Board for reimbursement were dated 

August 18, 2014, or thereafter.  They were prepared for charter application, therefore, 

not start-up cost of the charter school.  Start-up costs only include those incurred after 

the charter was approved by the School Board. 
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c) We concur [referred to audit finding note (b) on page 7] with the clerical error 

overpayment of $2,000. Sound Tree has been contacted and will repay EAA in early FY17, 

and will forward proof of payment to IG office upon completion. 

 

(Please see page 37 for EAA’s full response.) 

 

Comments from District Staff: 

 

a) Table 3 of OIG Audit itemizes Start-Up Costs that total $38,779.70 that were paid by the 

Governing Board of EAA to two companies owned by Gregory Blount, Sound Tree 

Entertainment (STE) and the EMPPAC Foundation. Many of the costs that were 

reimbursed were for charges connected to preparing the application and not the start-up 

of the charter school. 

 

b) The Department of Charter Schools reviewed the Charter Agreement and EAA’s 

Application, approved by the School Board on October 2, 2013, which is incorporated by 

reference in the Charter Agreement.  Per the Application, Section 17: Budget, B: Start-Up 

Budget, such costs do not include the alleged start-up costs reimbursed to Mr. Blount 

through STE and EMPPAC.  It references spending monies “between now and the time 

FTE funds will begin” and that “the income for the start-up year is coming from a loan.” 

They anticipated getting a loan from an organization that supports the development of 

charter schools, it would be a six-year loan, at a 6% interest rate, with interest only 

payments for the first two years. 

 

c) Therefore, the allowable Start-Up costs are only those costs incurred after the EAA 

application was approved by the School Board on October 2, 2013. Prior to that approval, 

EAA was an applicant and not an approved charter school. 

 

d) Allowable reimbursements are limited to the following: the $280 to Liz Knowles for 

attendance of the Florida Educational Technology Conference conducted in November 

2013, and the last three payments to EMPPAC in August 2014 totaling $1,398 for 

expenditures to P K Graphics.  Total of allowable Start-Up Costs are $1678. 

 

e) EAA must demand reimbursement of all unallowable Start-Up Costs from STE in the 

amount of $33,002.50 and from EMPPAC in the amount of $4,099.20 for a total 

reimbursement of $37,101.70. Furthermore, any interest payments made to Mr. Blount 

must also be reimbursed to the School, and this reimbursement must be completed by the 

end of this fiscal year, FY 17. 

 

(Please see page 19 for District staff’s comments.) 
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3. Internal Control Weaknesses 

 

During our review of disbursements, we noted the following significant internal control 

weaknesses. 
 

a. Expenditures With No or Inadequate Documentation 

 

During Fiscal Year 2015, the school’s operating account’s bank statements included a total 

of $2,552,970 in 767 disbursements:  $2,453,559 in 628 check disbursements and $99,411 

in 139 debit card payment transactions.  However, our review revealed that (1) 258 

disbursement and debit card transactions, totaling $1,132,768, did not have any supporting 

documentation; and (2) another 15 transactions, totaling $27,030, had inadequate or no 

documentation for the business purposes of the expenditures. (See Table 4.) 

 

Table 4 

Expenditures with No or Inadequate Documentation 

 

  

Total 

No Supporting 

Documentation 

Inadequate 

Documentation 

Count $ Count $ Count $ 

Checks 628 $2,453,559 130 $1,090,598 4 $22,406 

Debit Card 139 $99,411 128 $42,170 11 $4,624 

Total 767 $2,552,970 258 $1,132,768 15 $27,030 

 

b. Checks Missing and Issued Out-of-Sequence   

 

Of the 628 checks issued from the operating account during Fiscal Year 2015: 

 

 Thirty-one (31) checks could not be accounted for and were missing from the school’s 

records.  The review of the account’s bank statements indicated that these checks had 

not been presented to the bank for payment and were never issued or recorded in the 

general ledger. 

 

 Eighty-six (86) checks were issued out of order in number and date. 

 

c. Expenditures Not Recorded in the School’s Accounting System 

 

Documentation for seven (7) check disbursements, totaling $4,664, were not recorded in 

the school’s general ledger.  Although the accounting files contained sufficient 

documentation to indicate the purpose of these payments, only two (2) check disbursements 

totaling $330 were recorded on the bank statements as cleared and paid as of June 30, 2015.  

The remaining five (5) check disbursements, totaling $4,334, did not appear as paid by the 

bank.  It is unclear from the available documentation if checks for those five payments 

were ever issued. 
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EAA’s Accounting Procedure and Policy Manual (Manual) does not specifically address 

the maintenance of blank checks.  However, Section 7.2.2 does state that “proper internal 

control will be followed to ensure that only valid and authorized payables are recorded 

and paid.” The Manual further states that “approved invoices and check request will be 

entered into the accounting system…” and “the attached backup will be returned to the 

administration office for filing.” 

 

EAA’s Business Manager acknowledged that numerous documents were missing from the 

school’s files.  Her understanding was that the former management company stated the 

documents were kept in their Miami office.  It appears that some blank checks were kept 

at the management company’s offices away from the school which caused checks to be 

issued out-of-sequence.  The school subsequently closed the operating bank account and 

opened a new operating account so that staff can put controls in place over unused or 

missing checks. 

 

Recommendation 

 

To ensure proper fiscal accountability, EAA should update its Manual for documentation of 

disbursements and retention of records.  To ensure that purchases are appropriate, 

disbursements and debit card purchases should be adequately supported by itemized invoices 

and receipts. 

 

Management’s Response from Eagle Arts Academy: 

 

We concur, and on May 12, 2015 the EAA Governing Board took swift action and initiated 

termination of the managements company (iSchools LLC) who was hired to oversee all 

financial transactions, inform the Board, and provide financial compliance and transparency 

to all Stakeholders. Next, the Board hired an in-house CPA and school business manager to 

take control of the existing financial situation.  We have new procedures in place to ensure 

proper procedures are in place, i.e. checks and balances, separation of duties, and supporting 

documentation.  The Board also hired a new back office service provider in Fy17 with a highly 

transparent financial reporting system. 

 

No words can express the deep disappointment we have in selecting a management company 

who presented themselves as an experienced full service CMO to include back office financial 

services for charter schools.  The secrecy and deception that surrounded the actions of this 

management company can be found on page 8 under “Additional Issues.” The EAA Board is 

under pending litigation with iSchools LLC. 

 

(Please see page 38 for EAA’s full response) 
 

Comments from District Staff: 

 

a) Table 4 of the OIG Audit itemizes Expenditures with No or Inadequate Documentation 

regarding 130 checks that total $1,090,598 and 128 debit card transactions that total 

$42,170. The total combined expenditures without documentation was $1,132,768 out of 

the School’s $2,552,970 disbursements. 
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b) Per the provisions in the current Charter Agreement, the Governing Board of EAA is 

ultimately responsible for the fiscal oversight. As to the missing financial records, 

numerous provisions exist in the Charter Agreement requiring the charter school, through 

its Governing Board, to maintain financial records and comply with public records 

provisions. In addition, under Section IX: Education Service Provider, in Sub-section A, 

1, h, a default or breach of the contract by the management company, constitutes a default 

or breach by the Charter School.  Therefore, EAA’s Governing Board is to be held 

accountable for this egregious lack of oversight and missing financial records. 

 

(Please see page 19 for District staff’s comments.) 

 

 

ADDITIONAL ISSUES 
 

During our review of transactions, we became aware of the following issues: 

 

4. Related Party Transactions 

 

a. EAA’s Management Company (iSchools) and Its Vendor (The School Store, LLC) Owned 

by the Same Persons 

 

iSchools, LLC was the management company for EAA during June 12, 2014, through May 

18, 2015.  The Management Agreement provided that iSchools would be solely responsible 

for approving all expenditures of EAA within the budget and would issue all checks1.  It 

also required iSchools to disclose to EAA and the District, “any affiliations it has with 

individuals or entities (e.g. lessors, vendors, consultants, etc.) doing business with the 

Charter School.”2 

 

During Fiscal Year 2015, iSchools purchased, on behalf of EAA, classroom and office 

supplies, curriculum, and furniture totaling $467,164 through the vendor, The School 

Store, Inc.  Our review of the corporate registration records3 revealed that iSchools and 

The School Store, Inc. shared the same address, phone number, and owned by the same 

persons (See Figure 1). Available invoices also indicated payments to The School Store 

included payroll reimbursements for iSchools employees and hotel lodging for the school’s 

principal. 

 

There was no evidence that the relationship between iSchools and The School Store was 

ever disclosed to the EAA Governing Board as required by the Management Agreement. 

On June 30, 2015, the Governing Board voted to place iSchools in material default of the 

Management Agreement. 

 

 

                                                 
1 Management Agreement, Article V.B.4 
2 Management Agreement, Article III.E 
3 Based on corporate registration records filed with Florida Secretary of State, Division of Corporations. 



 

13 

Figure 1 

 

 
 

b. EAA’s Vice-Chairman Signed Consulting Contract, Approved Payments, and Signed 

Checks to His Business Partner 

 

On September 29, 2014, EAA’s former Vice-Chair, C. Ron Allen, signed “for the 

chairman” a Consulting Contract with Reese-Marshall Communications, LLC (Reese-

Marshall), to provide public relations, creation of marketing materials, and crisis 

management services to EAA.  Compensation was paid at a rate of $6,000 per month plus 

an additional $800 for travel expenses and medical benefits. 

 

The owner of Reese-Marshall and the EAA’s former Vice-Chairman are business partners 

in CRA Media Group (see Figure 2).  From September 29, 2014, through February 6, 2015, 

Reese-Marshall received five payments totaling $25,500 for services performed.  Four of 

the five payment requests were approved by the EAA’s former Vice-Chairman.  Checks 

were issued by the management company and co-signed by the EAA’s former Vice-

Chairman. 

 

EAA received an email dated April 22, 2015, from EAA’s former Chairman during the 

time the Consulting Contract was issued.  He wrote he had no knowledge of a contract 

with Reese-Marshall and he did not approve or sign any agreement with that company. 

 

Our review of the Board minutes revealed the following: 

 

 Minutes did not reflect any indication that the Board approved the Consulting 

Contract. 

 There was no evidence that the affiliation between the EAA’s former Vice-

Chairman and the owner of Reese-Marshall Communications was ever disclosed to 

the Governing Board.   

 On November 12, 2014, the Board passed a resolution to have the contract between 

EAA and Reese-Marshall Communications be vetted by an attorney. 

 On December 22, 2014, the Governing Board approved a resolution to request the 

attorney’s findings in writing within two weeks.  The Board also passed a motion 

EAA Governing

Board

hires management 

company

iSchools, LLC

(Management

Company)

The School Store, 

Inc.

Melissa March

Managing 

Member
Director

Share the same address

iSchools purchased

$467,164 of items

for EAA from 

The School Store, Inc.
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to remove Vice-Chair if the contract found to be illegal or the Vice-Chair’s actions 

are found to be unethical. 

 On February 4, 2015, EAA’s Governing Board approved a motion to terminate the 

Consulting Contract effective January 31st.  The Board also approved the removal 

of the Vice-Chairman from the Board. 

 

The OIG concluded that the Consulting Contract initiated and signed by the former Vice-

Chairman with his business partner represented a potential conflicting contractual 

relationship, prohibited by Florida Statute 112.313(3). 

 

Figure 2 

 

 
 

Management’s Response from Eagle Arts Academy: 

 

iSchools LLC did not disclose the fact that their same  Board members served as Board 

members for multiple vendor companies that did business directly with EAA.  iSchools LLC 

did not disclose to the EAA Governing Board that common ownership between iSchools and 

The School Store. In addition, the landlord directly provided EAA with $400K to assist in the 

FFE start up costs.  This money was directly transferred from ESJ Capital to EAA; however, 

iSchools purchased desks, chairs and curriculum though the sister company. Because of this, 

EAA did not receive the continued beneficial curriculum support that typically comes with a 

curriculum purchase and the free curriculum materials for the additional five (5) years, as we 

did NOT technically purchase the curriculum.  Because of this, EAA learned it was not to 

receive the continued materials. The School Store purchased and did not pass along these 

substantial benefits to the school.  

 

The IG report indicates that iSchools resigned as EAA business manager, but the truth is that 

the EAA Governing Board required iSchools voluntary resignation or it would have removed 

the management company.  A board meeting was held on May 12th, 2015 (Exhibit E), however 

since the management company was responsible for taking Board Meeting Minutes, these 

minutes were never provided to EAA. The legal counsel for iSchools provided a letter dated 

May 12, 2015.  (Exhibit F). 
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President: Allen
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Toni Marshall
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Additional Undisclosed Related Party Issues 

 

In February 2015, we discovered the CFO for the landlord ESJ Capital, Fabio D’Ascola was 

also a secret partner in iSchools, which was never disclosed to the Governing Board of EAA 

and a serious conflict of interest.  

 

This is important as EAA was told by Fabio D’Ascola and Patricia Aguilar that we could NOT 

self manage our own school and the landlord required us to hire a management company in 

May 2014. Both Fabio D’Ascola and Patricia Aguilar strongly recommended iSchools and 

told EAA’s Founding Board that they would be approved by the landlord. Fabio D’Ascola did 

not convey his conflict of interest.  

 

In the lease agreement, we could not terminate the management company without the 

permission of the landlord. However in Oct. 2014, EAA attempted to terminate the 

management company iSchools and met with the CFO of ESJ Capital, Fabio D’Ascola and 

Patricia Aguilar to advise them. The request was rejected.  

 

On May 19th, 2015, ESJ Capital terminated Fabio D’Ascola as their CFO after finding out he 

was also an owner in iSchools.  

 

We have Exhibit G the Sunbiz report showing Fabio D’Ascola ownership in iSchools as well 

as a letter from ESJ indicating Fabio’s termination (Exhibit H).  

 

(Please see page 39 for EAA’s full response) 

 

Comments from District Staff: 

 

a) EAA’s former management company, iSchools, LLC, and The School Store, LLC are owned 

and operated by the same parties. iSchools purchased from The School Store school 

supplies, equipment, and curriculum materials totaling $467,164. 

 

b) EAA’s former Vice-Chair signed and approved the payments of $6,000 per month and an 

additional $800 of travel expenses totaling $25,500 to Reese-Marshall Communications, 

LLC. The former Vice-Chair and the owner of Reece-Marshall Communications were 

business partners at the time of the transactions. 

 

c) Per the Charter Agreement, specifically Section VIII: Governance, Sub-section B 

Governing Board Responsibilities, Paragraph 3 School Operations, the Governing Board 

shall be solely responsible for the operation of the school and exercise continuing oversight 

and is the School’s Fiscal Agent under Paragraph 6. Therefore, EAA’s Governing Board 

lack of oversight failed to prevent these related party transactions. 

 

(Please see page 20 for District staff’s comments.) 
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5. Lease Agreement 

 

On June 30, 2014, EAA executed a 25-year lease agreement with Charter PB Wellington 2, 

LLC (Landlord) effective August 18, 2014.  Annual rent is calculated based on a per student 

rate described below and payable in 12 monthly installments.  

 

The terms of the lease describe the Base Rent as based on a “Rent Per Student Per Year Charge” 

with imputed minimum number of student plus additional charges per the amount of students 

enrolled in excess of the imputed minimum amount of students.  Commencing in Year 2, the 

“Rent Per Student Per Year Charge” increased each year by multiplying the prior year charge 

by the Consumer Price Index (CPI).  The rent charge can never decrease, even if the CPI goes 

down in a future year.  

 

The minimum number of student requirement for base payment calculation will increase in 

Year 2 from 550 to 850 students and Year 3 to 1,045 students; thereafter the lease charge will 

remain stable. (See Table 5.)  Student enrollment could fluctuate throughout the school year.  

However, it is unclear in the lease agreement at what point in time student enrollment is 

measured for the purposes of lease payment calculation.  The District’s official enrollment 

counts based on Survey 2 of the Full Time Equivalent (FTE) report indicated that EAA had 

647 FTE students in October 2014, and 681 in October 2015.  While EAA’s enrollment has 

increased, the actual student enrollment in October 2015 was 681, which was 169 students 

below the 850 students required in the lease agreement. As a result, during Fiscal Year 2016, 

the school paid an estimated additional rent of at least $177,450 ($1,050 x 169) for 169 

unfunded students that EAA did not have.  This $177,450 in additional rent payment would 

have a significant financial burden on the school. 

 

Table 5 

Rent Table per Lease Agreement 

 

 Base Rent Per 

Student Per Year 

Charge 

Charge Per 

Excess Students 

Above Imputed 

Minimum 

Imputed Number 

of Students 

Actual Student 

Count 

(Oct FTE) 

Year 1 

(FY 2015) $1,050 $700 550 647 

Year 2 

(FY 2016) 

Year 1 Base Rent 

+ CPI Increase $1,050 850 681 

Year 3 

(FY 2017) 

Year 2 Base Rent 

+ CPI Increase $1,050 1,045  

Year 4 

(FY 2018) 

Year 3 Base Rent 

+ CPI Increase $1,050 1,045  

Year 5 

(and beyond) 

Pattern  of increase in Base Rent Per Student Per Year charge will continue 

through 25 year term of lease 
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Management’s Response: 

 

EAA did execute a 25-year contract with ESJ Capital; however it is important to state that the 

lease was never reviewed by EAA’s general counsel before it was executed. iSchools reviewed 

the lease and sub-lease to the Church and had the former Vice-Chair execute while the EAA 

Founder was out of town. 

 

In December 2015, the EAA Founder and legal counsel met with the landlord to re-negotiate 

the terms of the lease. Because of conflict of interest matters, the CEO of ESJ Capital first 

agreed to adjust the lease, then later his board decided not to alter the lease and keep it as is.  

 

The issue is that during the original deal orchestrated by Patricia Aguilar and ESJ Capital, 

the sub-lease allowed the Church to stay on the property for up to 3-years and only pay EAA 

$1/year and a utility fee allowance of $1K a month. In addition, it gave up substantial amount 

of classrooms to be exclusive used by the Church and could not be shared by EAA. In the end, 

a Managing Member of iSchools admitted they never read the sub-lease before having the 

Vice-Chair execute the additional agreement. 

 

For the 2016-17 school year, the lease requires EAA to pay the landlord on 1,045 students. 

 

(Please see page 40 for EAA’s response) 

 

Comments from District Staff: 

 

a) EAA executed a 25 year lease with Charter PB Wellington 2 with terms calculated on a 

fixed student enrollment set to increase each year without regard of actual enrollment. 

 

b) The lease is non-compliant with EAA’s Charter Agreement, specifically under Section V: 

Facilities, C. Location, 1.b., Leased Facilities, “the lease shall be for the term of this 

Contract…”. The term of the lease exceeds the Charter Agreement’s 5-year term. 

 

c) The EAA Governing Board must renegotiate the lease to be in substantial compliance with 

the Charter Agreement. 

 

(Please see page 20 for District staff’s comments.) 

 

 

Overall Comments from District Staff: 

 

Our overarching comment is an egregious lack of the EAA’s Governing Board oversight is 

directly and ultimately responsible for all of the issues raised in the five audit findings. 

 

(Please see page 18 for District staff’s comments.) 

 

 

– End of Report – 
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