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l. Executive Summary

In May 2021, the South Carolina Office of the Staspector General (SIG) initiated a preliminary inquofy
the Greenwood County and Abbeville Couriiiyst Steps flices at the request of the SC First Steps to School
Readiness (SC First Steps) Board of Trus{@®»ard) chaibased upon audit findings raisedthe 2019

financial audis pertaining to conflicts of interebetween the two First Steps partnershipsandnprofit,

Social Changénitiative, as well as the use of certain-kind” contributions. The SC First Steps also raised
concerns over dual partnership employment, cash payments in lieu of fringe bemefiimsaattributed to an
SC First Stepadministrator

Background

The S First Steps is a state entity and a-poofit organization that provides services and prepetmgdren for
school from the prenatal stage to entry into-fpearold kindergarten.The stated mission of SErst Stepss

to “work collaboratively to ensure that all children start school ready to reach their highest potential with
engaged support from their parents, caregivers, and commyirasesutlined in its 202@9025 Strategic Plan

The Greenwood County First Steps (GCFS) and the Abbeville County First Steps (ACFS poffilcesl non

profit organizationghat use state, federal, and private funds to support programs to improve school readiness
outcomes for childrenin 2011, the two partnerships tmeated their offices at one facility in Greenwood

County in shared office space to reduce rent and esiltosts for both partnership&s with each local

partnership, GCFS and ACFS opera@sdndependent ngorofits, each with a local Boarand staff. Per

statute, ach countyn South Carolina must be represented by a First $oepspartnershiBoard.

Michael K. Gaskirbecame the GCFS executive director in 2001. He subseqtmnilyed the nomprofit



4. An organization in which any of the above is an officer, director or employee;
5. A person or organization with whom any of the above individuals is negotiating or has any
arrangement concerning prospective employment.



On 11/08, Gaskin entered into a dual partnership employment arrangeme@¥th to serve as



partnerships for internal administrative costs and employees’ time and salaries using state fulodgeddb\al
statute. The SC First Steps Program Accountability Standards do not allow staff member time or gosts as a
allowablematch for any partnershiprhe SCI contribution commitments were aotllowableclaim because
in-kind contributions must be received and properly documented (ex. invoices, receipts, rates, how costs wer
calculated) in order to count towards a partnersHip% match requirement.

For FY 201920, SC First Steps notified both GCFS and ACFS the documentation provided by the partnershig
did not comply with the requirements for the match. Once notified by SC First Steps, ACFS adjusted its
submission of expenditures to SC First Steps; however, no adjustments were submitted bysGEHSt

Stepsdid not include the unallowable expenditures GCFS submitted in the match computations. Both
partnerships met the match requirement for FY 2BA 9vithout the use of the disallowed match items.

Compensation Comparati®tudy

Based upon the conflict of interest andkind contribution concerns raised in the 2019 financial audits, the SC
First Stepsffice informed Gaskin stated that GCFS could no longer continue to work with/ACa result,
Gaskin informedhe GCFS Boarthat SCI would no longer conduct parenting and fathervemétshops for
GCFS, effective 9/30/20.

On 10/5/20,he GCFS Boardiscussed continuing the parenting and fatherhood workshops Gaskin developed
for SClin support of the First Steps programhe GCFS Boardoted unanimously to increase Gaskin’s salary
$7,500 per year plus a fringe benefit increase to 35.5% (cash payments in lieu of fringe totaling $26,464) to
continue providing these workshops as a GCFS empleffeetive 10/1/20 and retaative to 7/1/20.

The 2021 GCFS bylaws, Article V(Dfficers), Section VII (a)4) (Compensation)states in part,Officers
and/or employees may be paid reasonable compensation commensurate with their duties, responsibilities an
work...The Board of Direars or Committee determining compensation shall contemporaneously obtain and



The SIG determined the GCFS Board



Way Forward

The SIG review identified tiee themes in this matter that are common themes found in other SIG reviews:

x Failure to follow a policy, regulation or law
x Poor documentation; and






. Background

A. Predicate

On 5/26/21, the South Carolina Office of the Statpector General (SIG) initiated a preliminary inqufythe
activity in the Greenwood County and Abbeville County First Stéfoses operating under the umbrella of the
South Carolina First Stepps School ReadinessThe SIG initiated this preliminaigquiry at the request of the
SC First Stepso School ReadinegSC First Steps) Boaraf Trustees (Board) chair

B. Scopeand Objectives

The scope and objectives were to:

x Determine whetheronflicts of interestexisted betweeand withinGreenwood County and
Abbeville County First Stegppartnerships and a third organization, the Social Change
Initiative;

x Determine whether the executivieettor of the Greenwood Counfgirst Step§GCFS)
violated the dual employment provision®C€ First Steps with Abbeville County First Steps
(ACFS),

x Determine whether mateiy fundsdocumentation provided by the GCFS and ACFS
partnerships complied witheéhfSC Code of Laws Title 59, Chapter 188d

x Determine whether the audits and SIG




The SC First Stepsponsibilities outlined in SC Code of Laws, 88152-50, 59415260 and 59152-150
include

x R
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Furthermore, theanflict of interest subject reflected in the FY 2021 Grant AgreenSadtion 11,
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Pruitt stated she did not believe an ACFS Baaeainber also serving on tis€1Boardwas a conflict of
interest because SCI provided different servicas ACFS.

Lillian Thomas— GCFS Board Chair

Lillian Thomasadvised shdas been a member of the GCFS Bdardapproximatelywelveyears, ad she has
served as thBoardchair for “a couple of years.”

When asked by the SIG if she considered Gaskin serving as the GCFS executive director and SCI CEO a
conflict of interest, adelineated in thgrantagreement andybaws, Thomas statetl, don’t think so.” Tlomas
stated the members of the Boarthually sign a conflict of interest form, but she does not recall this issue ever
being discussed duringBooardmeeting.

Thomas was asked if she wasare three GCFS Boandembers were also on the $lard andthey have
motioned and voted on issues for GCFS that affected SCI employees. Thomas statedrslieaware that
one of the GCFS Board membevas an SCBoardmember, but sheonfirmed she and another GCFS Board
memberhad been “on and off” the S@bardduring the past eleveyears. Thomas agreed that it is a conflict
of interest to be a member of the GCB8ardwhile srving concurrently on the SGbard

Charles Costner ACFS Board Chair

Charles Costneaidvisedhe has ben involved with the ACFS Boafdr approximately 14 years. Costner has
held the positions of chaivice-chair, a member of the finance committee, and regular Boardber.

Costner stated he was aware that Pruitt is the ACFS executive directsrimmlved with SCI. Costner

advised when thBoardreviewed Pruitt’ositions with both organizations tA€FS Boardnhever considered
herdual roleso be a conflict of interest because they were able to keep things separated. Costner stated he
could see from an outsider’s viewpoint that there is a perception of a cohflitérest but stated ihasbeen a
positive working relationship for both organizations.

Costner stated he is aware of the 2021 Grant Agreement, Section 11 (“Responsibilities of the Partnership”), 4
but stated the Boangever “dug” into it any deeper to see if there were issues because they never thought ther
were any issues. Costner stated the Baasi not proactive, but moreactive. Costner stated tBeardwas

never made aware of any issues concerning conflict of intefést.SIG noted that the Scott and Company

audits were provided to the ACFS Board

Costner informed the SlGe knew one ACF8oardmembemwasa member of the Abbeville @aty School

Board butwas not aware that he also served on theB®@rdsince its inception. Costner stateed ACFS
Boardnever asked their members if they were a member of Btveds. Costner stated if the boarsembes
recused themselves from issues that posed a conflict, and handled themselves professionally, then there wot
not be any issues with conflict of interest. @eststated he understood a conflict of interest existed if a board
member voted on procurement issues as members of both organizations.

On 4/29/21, the ACFS Board executive committee met and unanimously agreed to sever all ties with SCI to
address the conflict of interest issue raised by the auditors@GiitS Steps.

The SIG determined three GCFS Boarembersand oneACFSBoardmember
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A diagram of thenterrelationships of GCFS, ACFS and SCI can be found in AppendaiixHts report.

D. Summary Analysis

The 2019 financial audit succinctly stated, “Per the grant agreement, Local Partnership employees may not
contract with the partnership or its contractors for services outside their employment with the partnership, anc
may not provide services as both an employee and contractor or vendor of the partnership. In addition, Loca
Partnership employees many not participate in agreements with contractors or vendors with whom the
empbyees have a financial interest.”

The SIG review determined Gaskasthe GCFSxecutive director and SCEQ, managd and administed
both sides of at least one contract (MOA) with the two organizatwinish did not comply with the Section 11,
(AA) of the 2021 grant agreement, and Section BLof the 201rant agreememith SC First Stepsand
Article VI, Section VI (j) of the &FS lylaws regarding conflicts of interest.

The SIG review determined Pruitt, as the ACFS executive director asCth@ O, administeed both sides of

at least one contract (MOA) with the two organizatjamisich did not comply with the Section 11, (AA) of the
2021 grant agreement, and Section 21, (B) of the 2012 grant agreement with SC First Steps, and Article VI,
Section VI (j) of theACFS bylaws regarding conflicts of interest.

The SIG review identifiediree GCF®oardmembers and one ACFS Board membave been, or are
currentlySCI Boardmembers The SIG determined that all have motioned and voted on issues as members of

13



Partnership, number and schedwkfhours of work with the other Local
Partnership, and areas of responsibility(ies) topeeformed. If the employee's
dual employment may require an alternate work scheduliexible schedule
outside of normal Partnership work hours, the revised schedule must be included
in the request for dual employment. The request must be submitted to the
Partnership Board for consideration and approval, and must be copied to the
Partnership's Technical Assistant at SC First Syaer to consideration and
approval by the Partnership Board. The Board Minutes should reflect the
Board's consideration concerning the effect of the dual employment on the
employee's efficiency and impact on the employee's and other employees'
provision of services pursuant to this Agreement. A record of the Board's
consideration and approval should also be maintained in the employee's
personnel records.

2. Employees approved for dual employment must keep weekly time sheets
documenting alspent each day on First Stegdivities in furtherance of this
Agreement. These time shamisst be submitted for each respective First Steps
Partnership, signed by the employee's supervisor, and submitted to the First
StepsRegional Finance Manager on a biweekly basis, and shall be maintained in
the employee's Partnership personnel file, available for audit and inspection at
the request of SC First Steps

3. Employees must resubmit dual employment requests for approval annually.

A. Michael Gaskin — GCEFS/ACES Dual Employment

On 11/08, Gaskin entered into a dual partnership employment arrangeme®Q@¥#th to serve as a fatherhoogl
administratorconducting parenting workshops for the ACRKSaskin signedraMOA with ACFS that listed the
effective dates of the agreement, his compensation, and his dutiesabenedod dministrator. The MOA
was annually renewed and signed by Gaskin and the ACFS Huairabver a thregrear period. A fourth
MOA was renewed ahsigned in July 2021 for a smonth period.

Gaskin acknowledged he signed all of the MOASs regarding his dual employment. Gaskin stated he subinittes
time sheetsas requiredstarting in 2008. Gaskin confirmed he did not submit time sheets for his dual
employment for the period of 2018 — 2021. Gaskin stiagedid not submit time sheets for the perdotly 2020
— February 2P1, even though the tingheets were submitted in his nantgaskin advised the Sit&e
information represented on the July 202Bebruary 2021 timsheetsvas not accurateGaskin stated that
Pruitt advised him time sheets were not required to be submitted to Mamiey Because she submitted the
hours of ACFS employees to the Abbeville County School District for payroll processing.

B. Inaccurate Timesheets

In accordance with his ACFS employment agreenf@askin’s wage rate was establishe#%Q perhourwith
a cap of $14,400 per quarter. iJhate of pay fell withirthe parameters of the contract. However, based on|the
time sheets Pruittnovided, the salary paid to Gaskin betwé&efruary 281 — June 2021 was substantially
more tharthe hours he actually provided for #aherhood and parenting workshops duriref teriod.

In June 2021, Gaskin receivé8,750 i $3,450 (150%) salary increase from $2,300ACFS. Pruitt stated
that during the pandemic, Gaskin did not take his salary for several months from ACFS so Pruitt was able to
pay other employee salaries and monthly expenses. Pruitt compiétadths given a lot back every yeare H
just likes what he does.”
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Although all local partnerships received full formula funding during the pand®mud applied for and
received federal Paycheckd®ection ProgramRPP)funding ($22,400) to help pay rent and salari@guitt

stated she was unable to maintain a balanced budget and pay ACFS expenses. Pruitt utilized some of the P

fundingshe received to pay Gaskin for the months that he declined a salary from ACFS.

Pruitt stated she did not request that her employees prepare or subrshegt®e Pruitt admitted when the S¢

First Stepsffice insisted she provide time sheets for Gaskin, as required byatiiteagyeement, she created
time sheet documents without Gaskin seeing the documents or signing the documents.

Pruitt stated she mistakgrsubmitted inaccurate time sheets to SC First Steps becaudecsimented kkind
time, whichinflated the hours Gaskin worked. Pruitt stated shiesadSC First Stepshe did not start keeping
electronic time sheets until 3/1/21 for all employees of ACFS, including herself.

C. Summary Analysis

The SIG determined Gaskin did not violate the dual employment provision of allowed by SC First Steps;
however, the SIG identified deficiencies in documentation by Gaskin and the Boards for GCFS and ACH

The SIG reviewedoardminutes provided by ACFS and GCFS regarding Gaskin’s dual partnership agres
for the period of 2012 2021. The SIG determined the GCB&ardvoted on and approved Gaskin’s dual
partneship agreement in FY 2017 — 2021, as required in the SC First Steps grant agrddraeic

determined the ACFS Board reviewed agntioned that Gaskin provided li@rhood workshops for ACFS, but
voted and approved Gaskin’s dual partnership agreement separately or as part of their annual renewal [
in FYs 2014, 2018, and 2020.

The SIG determined Gaskin did not complete the appropimagesheets for either GCFS or ACFS in his dua
employment for both organizations as required in thatggreement.Without appropriate and accurate time
sheets, the GCFS Boattair and theACFS executive directarould notensure Gaskin wasot paid for hours
he did notwork as fatherhood administrator.

The SIG determined Pruitt did not request tsheets from Gaskin required in thamgt agreement, andreated
time sheets when SC First Steggsked for proof and documentation of hours worked &skia for his dual
employment. The direct dual employment income paid to Gaskin foYo#91920 and FY202021 was
more than $30,000, along with additional costs of retirement, insurance, and other fringe benefits. The ¢
documentation did not support this level of work for ACFS.

V. Review of GCFS and ACFES In-Kind Donations

A. Annual Match Requirements

Stateappropriated grants are awarded annually to the 46 pactderships based on a formula of each count

demographicswhich is approved by the SC First St8umard Local First Stepgartnerships are encouraged ﬂf
o]

seek additional private donations,kimd donations, and to apply for federal grants. These three sources
funds are used to meet the 183%mimum match rguirement set fortin theSC Code of Laws 8§ 5952-
130(A). The SC First StepBoardmay decrease this percentage requirement based on the partnership’s
capacity to provide that match.

Matching fundsare defined as any funding source other than state appiapsialPrivate donations, ikind
donations, or federal dollac®unt towards a partnership’s 13f&tch requirement. Only-kind donatons, as
defined by the standard fiscal accountability system provided for in SC Code of LaviH8-5580that meet
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the criteria established by the SC First Stepardand that are quantifiable, mmae applied to the ikind
match requirement.

The SC First Stepsstablished guidelines and reporting formats for partnerships for documenting expenses to
ensure they met the matching fund requiremeRts. the SGHrst StepOpertions Manualthe two types of
contributions are as follows:

x In-kind contributions of services are those provided by an individual with specialized skills.
In order to be counted as an kind contribution towards the match requirement, these
services must be those that otherwise would have to be purchased in order to conduct First
Steps funded programs. &hare generally reported at the individual’s billable rate.

x In-kind contributions of goods are gifts of supplies, equipment, or other assets. In order to
be counted as an ikind contribution towards the match requirement, these goods must be
those thabtherwise would have to be purchased in order to conduct First Steps funded
programs. They are reported at fairarket value.

The SC First Steps Operations Man&sdction 6, page 10 statesn-kind match contribution must be
identifiable, quantifiable and measurable. For audit purposes, accounting records should demonstrate that
calculations used to quantify the kkmd match are reasonable and that the contribution was necessary for the
operation of the program.”Per the SC First Steps, thekimd match is determineoiased on the partnersrap’
total expendituresvhich may include careforward funding.

B. GCES and ACFS Funding Sources

Each First Steppartnership may apply for, receive, and expend federal, state, and local funds, grants, and ott
funding in order to improve programs as provided in the SGObHaws § 595225 (A). The SC First Steps
holds local county partnerships accountable for the approved use of funds allocated to them or raised by the
partnership in the agency’s name, and reserves the right to freeze any appropriated funds wisenemiaoag
fiscal concerns are serious in nature, in the sole opinion of the SC FirsBStepdsf Trustees.SC Code of

Laws 8 59152130 (B)requires that an annual report be completed bg@&irst Stepsvhich documents the
value of the match amounts for audit purposes.
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C. Assessment of IrFKind Donations Reported by GCFES and ACES

Scott and Companaised concernsuting the FY 2019 financial audiibout the validity of match
documentation, required in statute, provided by bdit+& and ACFS These same concerns have been
identified in the incomplete (“draft”) of the FY 2020 financial audit.

The SIG determined that both partnershigyorted unallowablen-kind resources FYs 201718 and 2018-
19 based onantribution @mmitments
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C. Summary Analysis

The SIG determined the dual employment provision allowed by SC First Steps does not prohibit a First Steps
employee from receiving fringe benefits from both partnerships. The benefit of a local partaeestgement

with the local school district for the processing of First Steps payroll affords the FpsteBtployee the ability

to acquire state health insurance and participate in the state retiremeatrprddne salary and fringe benefits

are paid with First Steps funds.

In contrast, local partnerships without the local school district arrangement difandtFirst Steps employees

the ability to participate in the state health insurance and retirement programs. It falls to the local partnership
Board to provide the fringe benefits directly to the First Steps empldyersequently, Gaskin’s dual

employment with GCFS and ACFS resulted in Gaskin receiving fringe benefits through both avenues.

The SIG’s review of the cash in lieu of fringe topic primarily focused on the two prior FYs (2020 and 2021)
The SIG expanded thiseview back to FY2017 and SIG etermined the GCFS Board approved the
partnership’s annual spending plan for each of these F¥iese approved spend plans set forth the base
salaries and fringe benefits paid to Gaskin and other GCFS employees.

The SIG’s review of GCFS Board minutes detmed the GCFS Board did not condaatompensation
comparability studyequired by the GCFS partnership bylaws when it increased Gaskins salary in October
2020. Regardless¢ SIG determined the GCFS Board approved Gaskin’s salary increase to conduct
fatherhood and parenting workshops in support of the First Steps program as a GCFS employee and therefo
was an appropriate use of use of state funds and not a conflict of interest.

VIl. Corrective Action Plans and Competitive Grants

In 2018, the SC First Stepaplemented aarrective ation plan process at the state level for local partnerships,
which is reflected in th&CFS FY21 Partnership Grant Agreeme8ection 11 (Responsibilities of the
Partnershif), ( F) and G). The orrective action plan assists the SC First Stegnsure local partnerships
improve compliance and accountabilith corrective action plan is developed by the local partnership and
includes the proposed dates for the partnership to complete the corrections.

In 2018, theSC First Stepsnplemented the process for local partnerships to apply and compete for competitiv
and targeted grants. Contiige and targeted grants are supplementary federal or private funds and grants
obtained by the SC First Stefmsassist local partnerships with additional funditgApril 2021, the SC First
StepsBoardvoted to restrict noeompliant local partnershgpgirom applying for competitive and targeted

grants. The SC First SteBsard voted in August 2021 to continue this restrctor all local partnerships that
have not completed their corrective action plaarerunder an active investigation.

The 2019 Financial Auditonducted by Scott and Company, identified concerns and issues/tie¢d in-

kind donations and confliaf interest with both GCFS and ACFSheGCFS and ACFS partnerships were
notified by SC First Steps on 10/9/20 to submit corrective action plans regarding the identified deficiencies in
the audits. The SC First Steps

19






x Poor documentation; and
x Poor communication.

In this matter, a conflict of interest existed when GCFS did not comply with the SC First Steps grant agre
and bylaws as it related to its relationship with SGaskin’s executive leadership of GCFS and his own nor
profit, SCI, blurred the lines of oversight and decisiaking whichthe SC First Steps grant agreement and
bylaws specifically prohibited. Gaskin had a financial interest in the success of both groups even though
Boards for GCFS and SCI approved of the arrangement. The participation of GCFS and ACFS Board
serving concurrentlpn the SCI Board blurred the lines even further.

On 2/1/08, Gaskin entered into a dual employment agreementA@H#S to serve as tHatherhood
administratorto deliver fatherhood and parenting worksho@sskin signed a MOA with ACFS thadted the
effective dates of the agreement, compensation, and his dutabefhdod dministrator. The GCFS Board
annually voted on and approved Gaskin’s dual partnership employasergquired in the SC First Steps gran
agreement. The ACFS Boardaw inconsistent, only voting and approving his dual partnership employmen
three times.

The SIG @termingl payments made to Gaskin as the GEk&cutive directowere based on inaccurate time
sheets, and did not equate with the actual hours he worked providing parenting and fatherhood worksho

The GCFS and ACFS partnerships reported unallowailkeind resources based on contribution commitmen
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from SCI and a cost allocation methodology between the two partnerships for internal administrative cogts ar

employees’ time and salaries using state funds that weadlowed by statuteThe SIG @terminel match
documentation provided by both Firdefs partnerships did not compWwith theSC Code of Laws Title 59,

Chapter 152

The SIG review ofhe auditproces and investigative referral regarding GCFS and ACFS wenmoitated
by biason the part of th&C First Stepsdministrator. The SIG determined that the SC First Steps
administrator routinely made audit referrals regarding other local partnerships duragdireneeting held
with the auditors each year, and did not specifically target GCFS or ACFS.

The SIG determinethequities existed among the partnerships in staff participation in state health and
retirement programs. For those partnerships with an agreement vintlo¢aéschool districts to process
payroll for the partnership these staff members are afforded the opportunity participate in these state be

nefit

programs under PEBA; whereas, those partnerships without this arrangement with their local school disfricts

were not afforded this opportunity. The SC First Steps program would benefit from a “level playing field’

for

all local partnerships that provides staff the opportunity to participate in these PEBA programs. This woulld b

a worthy goal to pursue for dfirst Steps staff.

Communication and documentation are key to resolving these.isShedack of proper documentation by the
Boards, inaccurate time sheets, and failure to adhere to the provisions of the grant agreement and partn
bylaws only exacerbated the scrutiny of the partnerships and their relationship with SCI. This problem is
insurmountable, but it requires a focused effort on part of the local partnerships and the SC First Steps ¢
resolvemattersto the benefit of those modtectedby these shortfalls — the children (future students) of
Greenwood and Abbeville counties.

The SIG wishes to extend its gratitude to the staff of GCFS, ACFS, SC Firsti8tapey Garvinand Scott
and Company for the courtesies afforded to the S&8 during this review.
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X. Findings and Recommendations

Finding #la: Gaskins concurrent employment dse GCFSexecutive director and SCI CEfid not comply
with the SC First Steps grant agreement and partnership bylaws as it pertained to conflicts of interest.

Finding #1b: Pruitt’'s concurrent employment tiee ACFSexecutive director and SCIFOdid not comply
with the SC First Steps grant agreement and partnership bylaws as it pertained to conflicts of interest.

Finding #1c: ThreeGCFS Bardmembersand one ACFS &ard membehave been or are concurrent SCI
Boardmembes. All four Board memberdy motioning and voting on issues affecting
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