This report is subject to disclosure under the South Carolina Freedom of Information Act,
Chapter 4, Title 30 of the South Carolina Code of Laws. If a copy of the report is requested
pursuant to the Freedom of Information Act, any information contained in the report that would
be subject to Section 12-54-240 of the Code will be redacted prior to releasing the report.

Audit of Palmetto Kids First Scholarship Program, Inc.
I.  INTRODUCTION

The South Carolina General Assembly passed Proviso 1.85 within H. 3710 for fiscal year 2013-
2014 and Proviso 1.80 within H. 4701 for fiscal year 2014-2015, establishing Educational Tax
Credits for Exceptional Needs Children and providing for tax-exempt charitable entities known
as Scholarship Funding Organizations (“SFOs”) to raise money and distribute scholarships to
children with “exceptional needs.” The South Carolina General Assembly has continued the
Educational Credits for Exceptional Needs Children program for fiscal year 2015-2016, by
enacting “within H. 4230 (R.130) of the state budget a provision that further refines the
Educational Credit for Exceptional Needs Children (ECENC).”!

The South Carolina Department of Revenue (the “Department”) initiated a review of one SFO,
Palmetto Kids First Scholarship Program, Inc. (“PKF”), on October 8, 2014 due to reported
improprieties in PKF’s operations, as well as issues involving Jeff Davis, who filed for

bankruptcy in 2011, and who is closely associated with PKF.

A public records search into Mr. Davis revealed multiple concerns including bankruptcy, interim
suspension and eventual revocation of a professional designation, litigation involving
embezzlement, use of client funds for personal and business expenses, forgery, as well as
pleading the 5" Amendment against self-incrimination during deposition testimony in a lawsuit.
See Exhibits (G), (H), and (J).? Given that PKF solicits charitable donations from the public and
operates a charitable organization exempt from federal and state taxation under the tax laws, the
Department initiated a review of the SFO to ensure the integrity and viability of the Educational
Credits for Exceptional Needs Children program, and to protect the taxpayer and the public from
possible impermissible actions by PKF.

PKF incorporated under the South Carolina Nonprofit Corporation Act on June 20, 2013. The
Internal Revenue Service (“IRS”) granted PKF nonprofit status on November 20, 2013, making
PKF a 501(c) (3) organization (the IRS retroactively granted PKF 501(c)(3) status since June 20,
2013). The South Carolina Secretary of State Office recognized PKF as a charity under the South
Carolina Solicitation of Charitable Funds Act on J anuary 10, 2014,

’htm:ﬂwww.eoc.sc.gog{educredit4excggtionalneedsfPaggs/deﬁult. aspx

?Exhibit (J) is an order issued in an adversary proceeding by the United States
Bankruptcy Court for the District of South Carolina. Taylor v. Davis, 494 B.R. 842 (2013). The
Fourth Circuit subsequently affirmed in a unanimous opinion. Taylor v. Davis, 607 Fed. Appx.
298 (2015).



Olga Lisinska is the Registered Agent and Director of Operations for PKF.? She is the wife of

Mr. Davis, who also organized a similar nonprofit in Atlanta, Georgia and is actively involved in
PKF’s affairs.

PKF lists Jaroslaw Jasinski as its President on the entity’s 2013 federal 990 tax return for
nonprofit organizations (Exhibit Q). IRS Form 990s are publically available. David Owens is the
Vice President, and Shawn Lifrage is the Secretary and Treasurer. These same individuals
comprise the Governing Board of Directors for PKF. -

Shawn Lifrage resides in Florida. David Owens currently lives in France. Jaroslaw Jasinski
resides in Poland. The Director of Operations, Mrs. Lisinska, the Director of Operations,
currently resides in South Carolina.

All known documents show that PKF specifies its office as 1985 Riviera Dr. 103 - 126, Mount
Pleasant, South Carolina 29464, The address houses a PostNet franchise, a “neighborhood
business center that offers business services,”* including secure mailbox and shipping services.
PKF has no known established physical office.

Mrs. Lisinska is also the Registered Agent and sole Manager of Scholarship Services, LLC.
Scholarship Services, LLC is a domestic South Carolina limited liability company registered
with the South Carolina Secretary of State effective January 31, 2014. The company’s office
address is listed as: 1985 Riviera Dr. 103 — 126, Mount Pleasant, South Carolina 29464, the same
address as listed for PKF. PKF contracted with Scholarship Services, LLC, and Mrs. Lisinska to
manage its operations, effective as of February 1, 2014.

Pursuant to Section 9 of H. 4230, PKF ap?lied to the Department for certification as an eligible
organization for the 2015-2016 fiscal year.” The Department approved PKF on July 1, 2015.

The Department examined PKF’s practices from January 1, 2014 through December 31, 2014
(Audit Period), under applicable South Carolina and federal law, including but not limited to,
Provisos 1.85 of H. 3710 and 1.80 of H. 4701, H. 4230, IRC 501(c)(3), the South Carolina
Nonprofit Corporation Act, the South Carolina Solicitation of Charitable Funds Act, and the .
South Carolina Forgery, Larceny, Embezzlement, False Pretenses, and Cheats Act.

The structure of the report follows:

® Department’s Duty and Authority Under Section 9 of H.4230 (Section II)
* Summary of the Department’s Findings (Section IIT)

3ht_tgs:!fpalmettokidsﬁmt.org,{abou:—usfboard-staﬁz (accessed 5/29/15),

"https:ﬂnostnetfmnchise.conv'rescarch-gostnet/whg;-i&nostn_;c_t_f

*Section 9 of H.4230(H)(1). Previous Provisos did not require this administrative step.

SHowever, “[b]y receiving the application materials and approving the organization as an
eligible organization pursuant to item [H](1), the Department is not determining that the
organization meets all of the requirements of a qualified nonprofit scholarship funding
organization, and the organization remains subject to examination as provided for pursuant to
subsection (I).” §9 H. 4230(H)(2).
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e Detailed Findings (Section IV)
* Department’s Conclusion (Section V)
e Table of Contents for Exhibits A-R (p.16)

DEPARTMENT’S DUTY AND AUTHORITY UNDER H. 4230

Section 9 of H. 4230 (Exhibit P) provides that the Department has the authority to oversee, audit
and examine the nonprofit scholarship funding organizations, including determining whether the
nonprofit scholarshig funding organization operates consistent with requirements for a tax-
exempt organization.’ Section 9 of H. 4230 further provides that;

“if at any time during the year, the Department has evidence,
through audit or otherwise, that a nonprofit scholarship funding
organization is not being operated in a manner consistent with the
requirements for operating an IRC 501(c)(3) organization or is not
in compliance with any other provision of this proviso, the
Department immediately may revoke the organization’s
participation in the program.”

H. 4230 §9(1)(2)(a).

.

S OF FINDINGS

Based on its review during the Audit Period, the Department has identified twenty (20) findings
as violations or potential violations of Provisos 1.85 and 1.80, or the laws governing tax-exempt
charitable organizations. Some of the violations occur under multiple bodies of law, which the
summary below reflects. The twenty (20) findings are grouped into eight (8) broad categories as
outlined below. Details of each violation are provided in Section IV,

A) PKF engages in quid pro quo arrangements with donors in violation of the Provisos. A
number of PKF’s donors have children who receive scholarships.

o 1 Violation, Section IV, pages 4-6
B) PKF fails to provide appropriate contemporaneous substantiation (as required by federal
tax law) to donors whose children receive scholarships.

° 1 Violation, Section IV, page 6-7

C) Mr. Davis’ involvement with PKF violated the express prohibition of Proviso 1.80, which
bars the participation of anyone who filed for bankruptcy within the past seven (7) years.

o 1 Violation, Section IV, pages 7-8

"H. 4230 §9(1)(1).



D) PKF’s contractual relationship with Scholarship Services, LLC violates tax-exempt laws.
o 1 Violation, Section IV, pages 8-10

E) PKF’s Board of Directors and officers failed to follow state laws governing its oversight
and approval of PKF’s actions and activities.

® 4 Violations, Section IV, page 10-11
F) PKF inaccurately completed IRS Form 990.
© 7 Violations, Section IV, pages 11-13

G) PKF and Scholarship Services, LLC, the entity purportedly soliciting donations from the
public, failed to comply with the South Carolina Solicitation of Charitable Funds Act by
not disclosing the relationship between the two organizations, as well as other
information, to the South Carolina Secretary of State.

. 4 Violations, Section IV, pages 13-14

H) Despite specific instructions from the Department to cease the activity, PKF altered the
Department’s Form TC-57A and its instructions by superimposing its logo onto the form
to give the appearance that the form was specific to PKF.

© 1 Violation, Section IV, page 14-15
IV. DETAILS OF FINDINGS
A Quid Pro Quo Violations

1. Subsection B of the Provisos states that a person may receive a tax credit against income taxes
for a contribution to a nonprofit scholarship funding organization, as long as the person does not
designate a specific child or school as the beneficiary of the contribution. Proviso ] .80(B)(1)-(2);
and Proviso 1.85(B)(1)-(2).}

The Department determined that PKF marketed the Educational Credits for Exceptional Needs
Children program to tax professionals, as well as parents at certain private schools during an
interview with Mrs. Lisinska on October 23, 2014. Additionally, in an interview with The State
newspaper, Mr. Davis actually admitted that there is some connection between “donations and
who gets scholarships...out of faimess to the schools [that generate the most parent participation
in the program for PKF]” (Exhibit B).

An e-mail excerpt from a partnering school further confirmed the interaction between school
officials and PKF. PKF asked schools to share mailing lists that included “Parent List, Alumni

®H.4701, Part 1B, §1, 1.80 and H.3710, Part 1B, §1, 1.85.



List, Board List, School Donor List, etc.” It further states that, “We are building our own lists
from parent applicants and the ‘manual’ route, but your help would greatly speed the process
especially in light of the ‘competition.”®

The Department did not interview any of the parents who attended the above meetings held by
PKF. However, an article in The State newspaper, published May 10, 2014 (Exhibit B), quoted a
leader of one of the private schools who believed PKF insinuated quid pro quo arrangements to
entice parents to donate.

Regarding parental donations, PKF is the only SFO that did not agree to sign the Access
Opportunity of South Carolina Best Practices Pledge (Exhibit D). While there were several
versions within the last two years, the most current Pledge has the following language:

NO PARENTAL DONATIONS

The SFO pledges to neither accept donations from the parents or guardians of applicant
or awardee students, nor award grants to the children or dependents of donors, within the
same financial, academic and/or tax year.

The Department leamed that other SFOs refund all donations received from parents of
scholarship recipients. Additionally, if another SFO received an application from a parent who
also donated, that SFO would then forward that application to another SFO per an agreement.
Consequently, the Department understands that the other SFOs would not have any quid pro quo
arrangement among donors because of operational procedures and the best practices pledge.

The other SFOs have clear and distinct separation of duties. Each of the other SFOs has a
committee that strictly solicits donations, and a separate scholarship committee to award the
scholarships. Separate duties for members of separate committees clear those members of any
conflict of interest in the scholarship process - and coordination between committees prevents
unintended quid pro quo arrangements.

PKF fails to follow such procedures. Mrs. Lisinska receives the donations to PKF as Manager of
Scholarship Services, LLC (Exhibit K). Mrs. Lisinska also asks PKF’s Board to approve all of
the scholarships in her capacity as the Director of Operations for PKF.

The Department ultimately determined that 100% of the children whose parents donated to PKF
received scholarships, whereas the Department has some evidence that children with parents who
did not donate to PKF did not receive scholarships. The child or children of 8.2% of PKF’s total
number of donors for part of fiscal year 2013-2014 received a grant valued at either $10,000, or
the total cost of tuition (which includes tuition, transportation, or textbook expenses). Proviso
1.85(7)(b) and (C); see also Proviso 1.80(7)(b) and (C). The same is true of 14.41% of PKF’s
total number of donors for part of fiscal year 2014-2015. Id. The date range of January to June
2014 does not encompass the entire fiscal year of 2013-2014, nor does the date range of July to
December 2014 encompass the entire fiscal year of 2014-2015. It is likely the Department would
find more quid pro quo arrangements out of the total number of donors if the audit period
encompassed the entirety of those fiscal years.

’E-mail between PKF and Einstein Academy dated February 28, 2014, provided by
Einstein Academy (Exhibit R).



PKF’s marketing strategy targets parents of private school students and knowingly accepts
donations from parents of scholarship applicants. The marketing strategy, coupled with the grant
of scholarships to the children of parents who donated to PKF, is evidence of quid pro quo
arrangements. Quid pro quo arrangements violate the express prohibition of the Provisos by
designating the donor’s child and that child’s school as the beneficiary of the contribution. Each
designation violates the Provisos and bars a person or persons from claiming a tax credit based
on their donations. Proviso 1.80(B)g1 )-(2); and Proviso 1.85(B)(1)-(2). The same prohibitions
continue under Section 9 of H.4230.!

Finally, the ECENC is subject to a cap on the amount of funds available for the tax credit. If
individuals claim tax credits that they are not entitled to receive, the action potentially causes an
eligible and qualified taxpayer to lose the tax benefit intended by the General Assembly.

Quid pro quo arrangements implicate PKF’s status as an SFO.,

B. Substantiation of Donations

As discussed in subsection A above, PKF engaged in quid pro quo arrangements in violation of
the Provisos. One hundred percent (100%) of the qualifying children whose parents donated to
PKF received scholarships. The child or children of 8.2% of PKF’s total number of donors for
part of fiscal year 2013-2014 received a grant valued at either $10,000, or the total cost of tuition
(which includes tuition, transportation, or textbook expenses). Proviso 1.85(7)(b) and (C); see
also Proviso 1.80(7)(b) and (C). The same is true of 14.41% of PKF’s total number of donors for
part of fiscal year 2014-2015. Section 9 of H. 423 0(B)(2) and (C).

Federal law imposes disclosure requirement on charitable organizations that receive quid pro quo
contributions in excess of seventy-five dollars. The organization must provide a written
statement that: 1) informs the donor that the amount of the contribution for federal income tax
purposes is reduced by the amount of goods or services given by the organization, and 2)
provides the donor with a good faith estimate of the value of such goods or services.'' A quid pro
quo contribution “means a payment made partly as a contribution and partly in consideration for
goods or services provided to the payor by the done organization,”'?

The Department received no evidence that PKF provided a disclosure document to the donors
whose children received scholarships.

“If an organization fails to meet the disclosure requirements of
section 6115 with respect to quid pro quo contributions, such
organization shall pay a penalty of $10 for each contribution in
respect of which the organization fails to make the required
disclosure, except that that total penalty imposed...with respect to

'®H.4230§9(B)(1)(b).
26 U.S.C. §6115@a)(1)-(2).

1226 U.S.C. §6115(b).



a particular fundraising event or mailing shall not exceed
$5,000.00.""3

Operating a scholarship funding organization in a manner consistent with the operating
requirements of an IRC Section 501(C)(3) organization is a requirement of Section 9 of H.4230,
the ECENC for the 2015-2016 fiscal year.

Failing to comply with the substantiation requirements, as outlined herein, violates an operating
requirement for a 501(C)(3) organization, and consequently implicates PKF’s status under
Section 9 of H.4230.

G Actions by Prohibited Persons

1. For fiscal year 2013-2014, a “Nonprofit Scholarship funding organization” means a charitable
organization that does not have as a member of its governing board a person who declared
bankruptcy in the past seven years. Proviso 1.85(7)(f).

For fiscal year 2014-2015, a “Nonprofit Scholarship Funding Organization” means a charitable
organization that does not have a member of its governing board or an employee, volunteer,
contractor, consultant, or fundraiser who declared bankruptcy within the last seven years.
Proviso 1.80(7)(f)."

Mr. Davis declared bankruptcy on December 5, 2011 (Exhibit J, p. 2). A review of e-mails and
newspaper articles indicates that, notwithstanding his bankruptcy, Mr. Davis occupied many of
the prohibited roles with PKF.

While Mr. Davis did not serve on PKF’s Board of Directors, he did maintain an active role with
PKF as both a “volunteer” and an “advisory board member” (Exhibit C). He also maintained a
role in reaching out to parents and schools to solicit donations (Exhibit B). Evidence suggestions
Mr. Davis continued to occupy these positions into fiscal year 2014-2015.

During meetings between PKF and the Department in Columbia, Mr. Davis answered the
majority of the questions regarding the organization, despite the presence of the Director of
Operations, Mrs. Lisinska. Mr. Davis answered the majority of the questions about PKF and its
practices, also in the presence of the organization’s legal counsel, attorneys from the McNair
Law Firm. These attorneys did not seek to clarify that Mr. Davis was unaffiliated with PKF.

Additionally, the Department discovered a photo of Mr. Davis and Mrs. Lisinska Jjointly
presenting a check from PKF’s board to the Einstein Academy on March 13, 2015 (Exhibit F).
PKF’s Facebook page also listed that event date as March 13, 2015.

126 U.S.C. §6714(a).

"“The prohibition regarding bankruptcy was removed in the 2015-2016 Proviso so that
this discussion only pertains to PKF operations during the audit year, January 1, 2014 through
December 31, 2014.



Mr. Davis invited an employee of the Department, via e-mail, to a PKF event after meeting with
members of the Department about the audit of the SFO (Exhibit O). The event took place on
March 21, 2015 in Ridgeway, SC (Exhibit 0).

At that event in Ridgeway, Mr. Davis again participated with Mrs. Lisinska by jointly presenting
a check on behalf of PKF’s board to school officials (Exhibit I). Mr, Davis’ response to
questions, engagement in advocacy and participation in events on behalf of PKF provide clear
evidence of his active involvement in PKF operations in violation of the Provisos.

D. Contractual Relationship Violating Tax-Exempt Laws

1. PKF engaged in an “excess benefit transaction” in violation of federal tax-exempt law when it
contracted with Mrs. Lisinska at Scholarship Services, LLC.

PKF is not a private foundation,'" government entity, or foreign organization that receives most
of its support from outside the United States - so the prohibition against excess benefit
transactions applies.'® -

An “excess benefit transaction” occurs when an applicable tax-exempt organization directly or
indirectly provides an economic benefit to a disqualified person and that benefit exceeds the
value o&the consideration (including the performance of services) received for providing such a
benefit.

Scholarship Services, LLC is an “intermediary” for purposes of the “excess benefit
transaction.”’® An “intermediary” is “any person (including an individual or a taxable or tax-
exempt entity) who participates in a transaction with one or more disqualified persons of an
applicable tax-exempt organization,”'? Scholarship Services, LLC is a limited liability company.
Mrs. Lisinska is its sole Manager. The contract between Scholarship Services, LLC and PKF
would necessarily provide economic benefit to Mrs. Lisinska,?® and that fact could not fail to be
understood before the parties signed the contract.?!

“PKF is not a private foundation under 26 US.C. §509(a)(1) and 26 U.S.C.
§170()(1)(A)(vi).

' 26 CFR. §53.4958-2(a)(1)-(2); See also http://www.irs.gov/irm/part7/irm_07-027-

030.html (Section 7.27.30.2).

726 C.F.R. §53.4958-4(a)(1).

%26 C.F.R. §53.4958-4(a)(2)(Gii).
L.

M6CFR §53.4958-4(a)(2)(iii)(A).

?126 C.F.R. §53.4958-4(a)(2)(iii)(B)(1).



A “disqualified person” includes any person in a position to exercise substantial influence over
the affairs of the organization.?? The definition also includes a “family member” of a person in a
position to exercise substantial influence over the affairs of the organization.> “Persons havin%
substantial influence” include Presidents, Chief Executives, or Chief Operating Officers.’

“Family members” of a disqualified person include “spouses of brothers or sisters (whether by

whole or half-blood).”%*

Mrs. Lisinska is the sister-in-law of Jarsolaw Jasinski, the President of PKF. Her familial
relationship to someone who exercises “substantial influence” over the organization renders Mrs.
Lisinska a “disqualified person.”

Moreover, as PKF’s Director of Operations, Mrs. Lisinska “manages a discrete segment or
activity of the organization that represents a substantial portion of the activities, assets, income,
or expenses of the organization, as compared to the organization as a whole.””® The importance
of Mrs. Lisinska’ s managerial activities likely renders her a “disqualified person” under the
“facts and circumstances” test for such an individual.?’ Finally, Mrs. Lisinska’ s position as the
Director of Operations for PKF may be equivalent to what would normally be thought of as a
Chief Operating Officer because her duties involve the management of the organization’s entire
set of operations.”® “The category of persons having substantial influence includes any person
who, regardless of title, has ultimate responsibility for implementing the decisions of the
governing bodyy or for supervising the management, administration, or operation of the
organization.”” There is no other individual responsible for PKF’s operations besides Mrs.
Lisinska.

The value of the contract satisfies the second part of the excess benefit test.*® The Department
believes the contract Mrs. Lisinska obtained far exceeded the economic value of her services.
The contract she obtained for management services garnered her over $132,000 in the four

months between the signing of the contract (February 1, 2014) and the deadline of the 990 tax
form (May 31, 2014). To facilitate comparison, the figure is almost $27,000 more than the

26 C.F.R. §53.4958-3(a)(1).
21,

226 C.F.R. §53.4958-3(c)(2).
%26 C.F.R. §53.4958-3(b)(1)(Giii).
%26 C.F.R. §53.4958-3(e)(2)(v).
.

%26 C.F.R. §53.4958-3(c)(2).
B4,

NSeen. 17.



national average for a non-profit Chief Operating Officer’s annual salary.>! She continued to
bill for contract services, and received an additional $50,000 by the end of the 2014 calendar
year. Scholarship Services, LLC and Mrs. Lisinska received more than $182,000 in just 10
months. Scholarship Services, LLC may have billed PKF since the end of the audit period.

Compensation is not excessive when it is reasonable. Reasonable compensation is the value of
services ordinarily paid for like services by like enterprises under like circumstances.”? The
standards for deducting business expenses (Section 162) apply in determining the reasonableness
of compensation. >

While the fact that a compensation arrangement is subject to a cap, is a relevant factor in
determining the reasonableness of compensation, the fact that a state or local legislative or
agency body or court authorized or approved a particular compensation package is not
determinative of the reasonableness of compensation for purposes of Section 4958.3¢

Therefore, the fact that the South Carolina General Assembly allows SFOs administrative
expenses to equal 5% of contributions and revenue for a particular year,”® does not determine
whether the amount paid to a disqualified person is reasonable or excessive under federal law.
Furthermore, the fact that the General Assembly seemingly gave no cap on the amount of
administrative expenses during the SFOs first year of operation, is also indeterminate under
federal law.*®

The information the Department possesses regarding the value of the services provided by Mrs.
Lisinska and Scholarshp Services, LLC leads to the conclusion that she received an excessive
benefit when compared to compensation received by like enterprises giving like services under
like circumstances,

Given all of the above, PKF engaged in an “excess benefit transaction” when it contracted with
Mrs. Lisinska at Scholarship Services, LLC. An “excessive benefit transaction” violates an
operating requirement of a 501(c)(3) organization, and implicates the SFO status of PKF.

E. Failure of Board of Directors and Officers

1. A corporation shall keep as permanent records minutes of all meetings of its board of
directors, and a record of all actions taken by its board of directors without a meeting. S.C. Code
Ann. §33-31-1601(a). “A corporation shall maintain its records in written form or in another

*!The NonProfit Times, NonProfit Organizations Salary and Benefit Report—Executive
Summary, p. 3 (2014) (Exhibit N).

326 C.FR. 53.4958-4(b)(1)(ii)(A)

Brd.

.

Id.; See also Proviso 1.85(7)(b); and Proviso 1.80(7)(b).

*Id.; See Proviso 1.85(7)(b); and Proviso 1.80(7)(b).
10



form capable of conversion into written form within a reasonable time.” S.C. Code Ann. §33-31-
1601(d). The Department found no evidence that PKF possess minutes of meetings or records of
actions taken without a meeting, which violates Section 33-31-1601. S.C, Code Ann. §33-31-
1601(a).

2. The direct responsibility for keeping minutes and authenticating records belongs to the
Secretary of the corporation, S.C. Code Ann. §33-31-140(33), one of the required nonprofit
corporate officers. S.C. Code Ann. §33-31-840(a). PKF’s bylaws state, “The Secretary shall keep
or cause to be kept the minutes of all meetings and actions of the Board of Directors” (Exhibit
E). The inclusion of this language gives rise to a legal duty, S.C. Code Ann. §33-31-841, a duty
that PKF’s Secretary failed to perform.

3. The Secretary’s failure to perform his legal duty violates Section 33-31-842, the legal standard
of conduct for officers. S.C. Code Ann. 33-31-842. Specifically, the Secretary failed “to
discharge his duties with the care an ordinarily prudent person in a like position would exercise
under similar circumstances...and in a manner the officer reasonably believes to be in the best
interests of the corporation, and its members.” S.C. Code Ann. §33-31-842(a)(2) and (3).

4. As seen above and throughout this audit, PKF’s Board of Directors repeatedly failed to
oversee the activities and decisions of both its officers and the corporation, generally, These
issues include, but are not limited to, failures to maintain adequate corporate records, to avoid
“excess benefits transactions,” to adequately monitor PKF’s operations so as to prevent Mr.
Davis’ prohibited involvement, and as will be discussed below, to ensure that the federal tax
form 990 was completed accurately. “A director shall discharge his duties as a director in good
faith, with the care an ordinarily prudent person in a like situation would exercise such duties
under similar circumstances, and in a manner the director reasonably believes to be in the best
interest of the corporation.” S.C. Code Ann. §33-31-830(a)(1)-(3). Moreover, PKF’s directors did
not discharge their duties with the care that ordinarily prudent persons in similar positions would
exercise under like circumstances. S.C. Code Ann. §33-31-830(a)(2).

? Inaccurate Federal Tax Filings

1. PKF inaccurately stated on its Form 990 that it did not engage in any excess benefit
transaction with a disqualified person during the year. (IRS Form 990, Part IV, Question 25(a)).

2. PKF failed to list Mrs. Lisinska as its Director of Operations on its IRS Form 990 (IRS Form
990, Part VII, Section A).

3. PKF inaccurately stated on its Form 990 that it contemporaneously documented meetings (IRS
Form 990, Part V1, Section A., question 8).

4. PKF inaccurately stated on its Form 990 that the organization regularly and consistently
monitored and enforced compliance with the conflict of interest policy (IRS Form 990, Part VI,
Section B., question 12(c)). The Department found no evidence to substantiate that PKF
monitored or enforced compliance with its conflict of interest policy.

11



5. PKF inaccurately stated on its Form 990 that the organization was not a party to a business
transaction with a current or former officer, director, trustee, or key employee. Mrs. Lisinska is
the Director of Operations for PFK; she is also the sole Manager of Scholarship Services, LLC,
which PKF contracts with to obtain various services (IRS Form 990, Part IV, Question 28(a)).

6. PKF inaccurately stated on its Form 990 that the organization was not a party to a business
transaction with a family member of a current or former officer, director, trustee, or key
employee. Mrs. Lisinska, the Manager of Scholarship Services, LLC, is the sister-in law of
Jarsolaw Jasinski, PFK’s President (IRS Form 990, Part IV, Question 28(b)).

7. PKF inaccurately stated on its Form 990 that the organization was not a party to a business
transaction with an entity of which a current or former officer, director, trustee, or key employee
was an 7oﬁicer, director, trustee, or direct or indirect owner (IRS Form 990, Part IV, Question
28(c)).

A 501(c)(3) organization has annual reporting requirements.”® The failure to include or to list
accurately all of the above information within annual return results in a fine of $100 for each day
an organization with gross receipts in excess of one million dollars fails to complete its return
with the required information. The maximum penalty is $50,000.00.% A willful submission of a
return that the corporation knows to be fraudulent or false in any material matter results in a
maximum fine of $50,000.00.

Operating a scholarship funding organization in a manner consistent with the operating
requirements of an IRC Section 501(C)(3) organization is a requirement of Section 9 of H.4230,
the ECENC for the 2015-2016 fiscal year.

*"An interested person is a family member of an officer or director. Instructions for
Schedule L (Form 990 or 990-EZ), Part IV, Business Transactions Involving Interested Persons,
p. 1. Jarsilaw Jasinski is the brother-in-law of Olga Lisinska. Jarsilaw Jasinski is an officer and
member of the board of directors. Olga Lisinska is the Director of Operations for PKF, as well as
the Manager of Scholarship Services, LLC. PKF paid Olga Lisinska more than $10,000 via its
contract with Scholarship Services, LLC, The instructions for Schedule L of Form 990 direct
PKF to report this business transaction. Instructions Jor Schedule L (Form 990 or 990-EZ), Part
IV, Business Transactions Involving Interested Persons, p. 3-4. In addition, all payments during
the tax year between the organization and Olga Lisinska exceeded $100,000. Instructions Jor
Schedule L (Form 990 or 990-EZ), Part IV, Business Transactions Involving Interested Persons,
p. 3-4.

%26 C.F.R. §1.6033—2(a).

39h§_tp:ﬂwm,irs.govfim1!gart2]firm 21-007-007r-cont03 . html (27.7.7.4.23.1) (Daily

Delinquency Penalty); and http://www.irs. ov/Charities-&-Non-Profits/Exempt-Organizations-
Annual-Reporting-Requirements-F :

§6652(C)(1)(A)(i)-(ii).
26 U.S.C. §7207.
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Failure to comply with reporting requirements, as outlined herein, violates an operating
requirement for a 501(C)(3) organization, and consequently implicates PKF’s status under
Section 9 of H.4230.

G. Violations of the South Carolina Solicitation of Charitable Funds Act

1. PKF is a South Carolina nonprofit corporation and qualified under federal §501(c)(3); PKF
has also registered as a South Carolina charity.

Charities under the South Carolina Solicitation of Charitable Funds Act solicit donations either
through their own personnel or through third parties. Some of these third parties are
“professional solicitors™ and “professional fundraising counsels.” The law requires a charity to
file a registration statement with the South Carolina Secretary of State Office that includes
Wwhether the charity intends to use a “professional solicitor,” along with the name and contact
information. S.C. Code Ann. §33-56-30(B)(7).

A “professional solicitor” includes someone who, “for monetary or other consideration, solicits
contributions for or on behalf of a charitable organization.” S.C. Code Ann. §33-56-20(9).

While the Scholarship Services, LLC contract with PKF (Exhibit K) stipulates that Scholarship
Services, LLC “will specifically not provide...donor solicitation services to Palmetto Kids
FIRST,”! that is precisely what the Scholarship Service, LLC managed website and Facebook
page ask a visitor to do: “PLEASE DONATE TODAY!!1"*2 For purposes of the Solicitation of
Charitable Funds Act, “solicitation” includes the request for “money, credit, property, financial
assistance, or other thing of value, or a portion of it, to be used for a charitable purpose or to
benefit a charitable organization” and a solicitation has taken place “whether or not the person
making the request receives a contribution.” S.C. Code Ann. $33-56-20(20).

Per the contract (Exhibit K), PKF gave full management and, thereby, control of the website and
other electronic mediums to Scholarship Services, LLC, which means that electronic solicitations
occur via Mrs. Lisinska in her capacity as sole Manager of Scholarship Services, LLC. PKF
utilizes the solicited funds, so Scholarship Services, LLC is soliciting for PKF.

Regarding PKF’s intent to use a “professional solicitor,” the following timeline is informative:

January 10, 2014 - South Carolina Secretary of State Office recognizes PKF as a charity
® January 31, 2014 - South Carolina Secretary of State recognizes Scholarship Services,
LLC as a “for profit” corporation
* February 1, 2014 - Contract between PKF and Scholarship Services, LLC

“!(Exhibit K).

“https://palmettokidsfirst.org/ (accessed on 07/20/2015); and see Palmetto Kids First
Facebook post (July 11 at 4:41 am), “WE NEED DONORS!!”
https://www.facebook.com/palmettokidsFIRST (accessed on 07/20/2015); and see Palmetto Kids
First Facebook post (July 6 at 4:19am), “PLEASE DONATE TODAY...and REFER A

FRIEND!!!” h;tps:ffwww.facebook.cgnvgalmettokidsFIRST (accessed on 07/21/2015).
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The brief timeline between the designation as a charity, the incorporation of Scholarship
Services, LLC and the effective date of the contract one day later, indicates that PKF intended to
hire Scholarship Services, LLC as its “professional solicitor” prior to the filing of its registration
statement with the South Carolina Secretary of State Office.

Scholarship Services, LLC qualifies as a “professional solicitor,” and the South Carolina
Solicitation of Charitable Funds Act requires PKF to include its intent to use a “professional
solicitor” along with their names and contact information within its registration statement. The
failure to do so violates Section 33-56-30. S.C. Code Ann. §33-56-30(B)(7).

2. A charity must file a contract between it and a “professional solicitor” with the Secretary of
State “at least ten days before the...professional solicitor.. .begins any solicitation activity or any
other activity contemplated by the contract or agreement in this State.” S.C. Code Ann. §33-56-
70(A).

PKF did not file a contract within the prescribed deadline, nor did it file one afterward. PKF’s
failure to file violates Section 33-5 6-70(A). S.C. Code Ann. §33-56-70(A).

3. PKF should have included within its registration form any relationship between its officers,
directors, or board members (by blood, marriage, or adoption) to each other. S.C. Code Ann. §33-
56-30(B)(16)(b).

Mrs. Lisinska is the Director of Operations for PKF, and Jaroslaw Jasinski is Mrs. Lisinska’ s
brother-in-law, Jarsolaw Jasinski is the President, a member of the Board of Directors, and the
Chief Executive for PKF. PKF did not disclose or update its registration to reflect their
relationship, which violates Section 33-56-30. S.C. Code Ann. §33-56-30(B)(16)(a).

4. In addition to disclosing any familial relationship between its officer, directors, or board
members, a filing charity must disclose any familial relationship between its officers, directors,
or board members, and a director or an officer of a professional solicitor under contract with the
charitable organization.

Mrs. Lisinska is the sole Manager of Scholarship Services, LLC, the organization acting in the
capacity of a professional solicitor for PKF. PKF did not disclose or update its registration to
reflect the relationship between Jaroslaw Jasinski and Mrs. Lisinska, which violates Section 33-
56-30. S.C. Code Ann. §33-56-30(B)(16)(b).

H.  Alteration of Department of Revenue Form

1. The Department received and reviewed applications for the tax credit from donors of PKF.
The donors submit their application for the tax credit, via the Department's TC-57A. form. The
Department discovered that PKF had altered the Department’s form and instructions (Exhibit L).
Bob Thomas of the Department instructed PKF in a string of e-mails to cease providing donors
with forms that the Department did not design or approve (Exhibit M),

As Mr. Thomas wrote in the September 26, 2014 and October 17, 2014 e-mails, “We insist that
you not provide a download or other version of TC-57A, but rather that you link directly to the
TC-57A application on our (the Department’s) website,”
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As of June 2015, the altered form was on PKF’s website, PKF had inserted its logo on the top of
each page of that form. In addition, PKF had inserted promotional information on the last page of
the Department’s instructions. PKF finally corrected the violation in July of 2015; the correction
occurred nearly ten months after the initial request to cease altering the Department’s form.

Sections 16-13-10(A)(1) and (3) define “forgery” in the following ways:

(1)“falsely make, forge, or counterfeit; cause or procure to be
falsely made, forged, or counterfeited; or willfully act or assist in
the false making, forging, or counterfeiting of any writing or
instrument of writing;
e e ok
- (3) “falsely make, forge, counterfeit, alter, change, deface, or

erase; or cause or procure to be falsely made, forged, counterfeited,
altered, changed, defaced, or erased any record.”

S.C. Code Ann. §16-13-10(A)(1),(3).

PKF altered the Department’s TC-57A form and instructions. PKF supplied a variation of this
form to its donors on its website, a form that the Department did not design or approve. PKF
ignored the Department’s commands to cease publishing and providing the altered form.

PKF violated Section 16-13-10(A)(1) and (3) of the Forgery, Larceny, Embezzlement, False
Pretenses and Cheats Act. S.C. Code Ann. §16-13-10(A)(1) and (3).

The Department only offers this alteration as an example of PKF’s business operations and
practices.

V. CONCLUSION

The current Proviso, H. 4230, gives the Department the authority to immediately revoke an
SFO’s participation in the ECENC program if there is evidence that the SFO “is not being
operated in a manner consistent with the requirements for operating an IRC 501(c)(3)
organization or is not in compliance with any other provision of this proviso.” The Department
believes that the multiple violations or potential violations demonstrated within this review are
sufficient to immediately revoke PKF’s participation in the program. Nevertheless, the
Department’s overriding concem is to achieve participants’ compliance with the requirements of
the ECENC program, to ensure its integrity for the South Carolina citizens the program was
designed to benefit and to protect South Carolina taxpayers. Accordingly, PKF will be given a
period of thirty (30) days from the date of issuance of this report to provide the Department with
evidence that it has corrected the noted deficiencies and violations.

The Department invites PKF to work to bring its practices and procedures into compliance with
federal and state law. However, in the event PKF does not demonstrate to the Department within
the designated time frame (30 days) that it has taken corrective action, the Department will
revoke PKF’s participation in the ECENC program in accord with the procedures outlined in
H.4230 (1)(2)(a)-(d).
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EXHIBIT A

2013-2014 Budget Proviso 1.85.
SDE: Educational Credit for Exceptional Needs Children
(A) Asused in this proviso:

(1) 'Independent school' means a school, other than a public school, at which the compulsory
attendance requirements of Section 59-65-10 may be met and that does not discriminate based on
the grounds of race, color, religion, or national origin.

(2) "Parent' means the natural or adoptive parent or legal guardian of a child.

(3) 'Qualifying student' means a student who is a South Carolina resident and who is eligible to
be enrolled in a South Carolina secondary or elementary public school at the kindergarten or
later year level for the current school year.

(4) Resident public school district' means the public school district in which a student resides.

(5) Tuition' means the total amount of money charged for the cost of a qualifying student to
attend an independent school including, but not limited to, fees for attending the school and
school-related transportation.

(6) “Eligible school' means an independent school including those religious in nature, other than
a public school, at which the compulsory attendance requirements of Section 59-65-10 may be
met, that:

(a) offers a general education to primary or secondary school students;
(b) does not discriminate on the basis of race, color, or national origin;
(c) is located in this State;

(d) has an educational curriculum that includes courses set forth in the state's diploma
requirements and where the students attending are administered national achievement or state
standardized tests, or both, at progressive grade levels to determine student progress;

(e) has school facilities that are subject to applicable federal, state, and local laws; and

(f) is a member in good standing of the Southern Association of Colleges and Schools, the South
Carolina Association of Christian Schools or the South Carolina Independent Schools
Association.

(7) Nonprofit scholarship funding organization' means a charitable organization that:
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(a) is exempt from federal tax under Section 501(a) of the Internal Revenue Code by being listed
as an exempt organization in Section 501(c)(3) of the Code;

(b) allocates, after its first year of operation, at least ninety-five percent of its annual
contributions and

revenue received during a particular year to provide grants for tuition, transportation, or textbook
expenses (collectively hereinafter referred to as tuition) or any combination thereof to children
enrolled in an eligible school meeting the criteria of this section, and incurs administrative
expenses annually, after its first year of operation, of not more than five percent of its annual
contributions and revenue for a particular year;

(c) allocates all of its funds used for grants on an annual basis to children who are ‘exceptional
needs' students as defined herein;

(d) does not provide grants solely for the benefit of one school, and if the Department of
Revenue determines that the nonprofit scholarship funding organization is providing grants to
one particular school, the tax credit allowed by this section may be disallowed:

(e) does not have as a member of its governing board any parent, legal guardian, or member of
their immediate family who has a child or ward who is currently receiving or has received a
scholarship grant authorized by this section from the organization within one year of the date the
parent, legal guardian, or member of their immediate family became a board member; and

(f) does not have as a member of its governing board any person who has been convicted of a
felony, or who has declared bankruptcy within the last seven years,

(8) 'Person' means an individual, partnership, corporation, or other similar entity.
(9) Transportation' means transportation to and. from school only.

(B) A person is entitled to a tax credit for the amount of money the person contributes to a
nonprofit scholarship funding organization up to the limits of this proviso if:

(1) the contribution is used to provide grants for tuition, transportation, or textbook expenses or
any combination thereof to exceptional needs children enrolled in eligible schools who qualify
for these grants under the provisions of this proviso; and

(2) the person does not designate a specific child or school as the beneficiary of the contribution.

(C) Grants may be awarded by a scholarship funding organization in an amount not exceeding
ten thousand dollars or the total cost of tuition, whichever is less, for students with 'exceptional
needs' to attend an independent school. An ‘exceptional needs' child is defined as a child who
has been designated by the South Carolina Department of Education to meet the requirements of
CFR Part A Section 300.8 and the child's parents or legal guardian believe that the services
provided by the school district of legal residence do not sufficiently meet the needs of the child.
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(D) (1) The tax credits authorized by subsection (B) may not exceed cumulatively a total of eight
million dollars for contributions made on behalf of 'exceptional needs' students. If the
Department of Revenue determines that the total of such credits claimed by all taxpayers exceeds
this amount, it shall allow credits only up to those amounts on a first come, first serve basis.

(2) A taxpayer may not claim more than sixty percent of their total tax liability for the year in
contribution towards the tax credit authorized by subsection (B). This credit is not refundable.

(3) If a husband and wife file separate returns, they each may only claim one-half of the tax
credit that would have been allowed for a joint return for the year.

(4) The person shall apply for a credit under subsection (B) on or with the tax return for the
period for which the credit is claimed.

(5) The Department of Revenue shall prescribe the form and manner of proof required to obtain
the credit authorized by subsection (B). Also, the department shall develop a method of
informing taxpayers if either of the credit limits are met at any time during the 2013 tax year.

(6) A person may claim a credit under subsection (B) for contributions made on or after January
1,2014.

(E) A corporation or entity entitled to a credit under subsection (B) may not convey, assign, or
transfer the deduction or credit authorized by this section to another entity unless all of the assets
of the entity are conveyed, assigned, or transferred in the same transaction.

(F) Except as otherwise provided, neither the Department of Education, the Department of
Revenue, nor any other state agency may regulate the educational program of an independent
school that accepts students receiving scholarship grants pursuant to this proviso.

(G) (1) The Education Oversight Committee, as established in Chapter 6, Title 59, is responsible
for determining if an eligible school meets the criteria established by subsection (A)(6), and shall
publish an approved list of such schools meeting this criteria below. For this purpose, it also
shall promulgate regulations further enumerating the specifics of this criteria. In performing this
function, the Education Oversight Committee shall establish an advisory committee made up of
not more than nine members including parents, and representatives of independent schools and
independent school associations. The advisory committee shall provide recommendations to the
Education Oversight Committee on the content of these regulations and any other matters
requested by the Education Oversight Committee.

(2 (a) By the first day of August for the current fiscal year, the Education Oversight Committee,
on its website available to the general public, shall provide a list with addresses and telephone
numbers of nonprofit scholarship funding organizations in good standing which provide grants
under this proviso, and a list of approved independent schools which accept grants for eligible
students and which in its determination are in compliance with the requirements of subsection

(A)(6).
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(b) Student test scores, by category, on national achievement or state standardized tests, or both,
for all grades tested and administered by an eligible school receiving or entitled to receive
scholarship grants under this proviso must be transmitted to the Education Oversight Committee
which in turn shall publish this information on its website with the most recent scores by
category included.

(3) Any independent school not determined to be an eligible school under the provisions of this
proviso may seek review by filing a request for a contested case hearing with the Administrative
Law Court in accordance with the court's rules of procedure.

(4) The Education Oversight Committee, after consultation with its nine-member advisory
committee, may exempt an independent school having students with exceptional needs who
receive scholarship grants pursuant to this proviso from the curriculum requirements of
subsection (A)(6)(d).

(H) (1) Every nonprofit scholarship funding organization providing grants under subsection (C),
shall cause an outside auditing firm to conduct a comprehensive financial audit of its operations
in conformity with generally accepted accounting principles and shall furnish the same within
thirty days of its completion and acceptance to the Secretary of State and Department of Revenue
which must be made available by them on their website for public review.

(2) Every independent school accepting grants for eligible students shall cause to be conducted a
compliance audit by an outside entity or auditing firm examining its compliance with the
provisions of this proviso, and shall furnish the same within thirty days of its completion and
acceptance to the Secretary of State and Department of Revenue which must be made available
by them on their website for public review.

Proviso 1.80 of the 2014-15 General Appropriation

Act as Ratified

1.80. (SDE: Educational Credit for Exceptional Needs Children) (A) As used in this proviso:

(1) 'Independent school' means a school, other than a public school, at which the compulsory
attendance requirements of Section 59-65-10 may be met and that does not discriminate based on
the grounds of race, color, religion, or national origin.

(2) "Parent' means the natural or adoptive parent or legal guardian of a child.

(3) 'Qualifying student' means a student who is a South Carolina resident and who is eligible to
be enrolled in a South Carolina secondary or elementary public school at the kindergarten or
later year level for the current school year.

(4) 'Resident public school district' means the public school district in which a student resides.
(5) "Tuition' means the total amount of money charged for the cost of a qualifying student to
attend an independent school including, but not limited to, fees for attending the school and
school-related transportation.

(6) Eligible school' means an independent school including those religious in nature, other than a

20



public school, at which the compulsory attendance requirements of Section 59-65-10 may be
met, that:

(a) offers a general education to primary or secondary school students;

(b) does not discriminate on the basis of race, color, or national origin;

(c) is located in this State;

(d) has an educational curriculum that includes courses set forth in the state's diploma
requirements and where the students attending are administered national achievement or state
standardized tests, or both, at progressive grade levels to determine student progress;

(e) has school facilities that are subject to applicable federal, state, and local laws; and

() is a member in good standing of the Southemn Association of Colleges and Schools, the South
Carolina Association of Christian Schools or the South Carolina Independent Schools
Association.

(7) Nonprofit scholarship funding organization' means a charitable organization that:

(a) is exempt from federal tax under Section 501(a) of the Internal Revenue Code by being listed
as an exempt organization in Section 501(c)(3) of the Code;

(b) allocates, after its first year of operation, at least ninety-five percent of its annual
contributions and gross revenue received during a particular year to provide grants for tuition,
transportation, or textbook expenses (collectively hereinafter referred to as tuition) or any
combination thereof to children enrolled in an eligible school meeting the criteria of this section,
and incurs administrative expenses annually, after its first year of operation, of not more than
five percent of its annual contributions and revenue for a particular year;

(c) allocates all of its funds used for grants on an annual basis to children who are 'exceptional
needs’ students as defined herein;

(d) does not provide grants solely for the benefit of one school, and if the Department of
Revenue determines that the nonprofit scholarship funding organization is providing grants to
one particular school, the tax credit allowed by this section may be disallowed;

() does not have as a volunteer, contractor, consultant, fundraiser or member of its governing
board any parent, legal guardian, or member of their immediate family who has a child or ward
who is currently receiving or has received a scholarship grant authorized by this section from the
organization within one year of the date the parent, legal guardian, or member of their immediate
family became a board member; and

(f) does not have as a member of its governing board or an employee, volunteer, contractor,
consultant, or fundraiser who has been convicted of a felony, or who has declared bankruptcy
within the last seven years ;

(8) does not release personally identifiable information pertaining to students or donors or use
information collected about donors, students or schools for financial gain; and

(h) must not place conditions on schools enrolling students receiving scholarships to limit the
ability of the schools to enroll students accepting grants from other nonprofit scholarship funding
organizations.

(8) Person' means an individual, partnership, corporation, or other similar entity.

(%) "Transportation' means transportation to and from school only.
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(B) A person is entitled to a tax credit against income taxes imposed pursuant to Chapter 6, Title
12 or bank taxes imposed pursuant to Chapter 11, Title 12 for the amount of money the person
contributes to a nonprofit scholarship funding organization up to the limits of this proviso if:
(1) the contribution is used to provide grants for tuition, transportation, or textbook expenses or
any combination thereof to exceptional needs children enrolled in eligible schools who qualify
for these grants under the provisions of this proviso; and

(2) the person does not designate a specific child or school as the beneficiary of the contribution.
(C) Grants may be awarded by a scholarship funding organization in an amount not exceeding
ten thousand dollars or the total cost of tuition, whichever is less, for qualifying students with
'exceptional needs' to attend an independent school. Prior to awarding any grant, a scholarship
funding organization must receive written documentation from the parent documenting that the
qualifying student is an exceptional needs child. Upon approving the application, the scholarship
funding organization must issue a check to the eligible school in the name of the qualifying
student. In the event that the qualifying student leaves or withdraws from the school for any
reason prior to the end of the semester or school year and does not re-enroll within thirty days,
then the eligible school must return a prorated amount of the grant to the scholarship funding
organization based on the number of days the qualifying student was enrolled in the school
during the semester or school year within sixty days of the qualifying student's departure. An
‘exceptional needs' child is defined as a child:

(1) (a) who has been evaluated in accordance with South Carolina's evaluation criteria, as set
forth in S.C. Code Ann. Regs. 43-243.1, and determined eligible as a child with a disability who
needs special education and related services, in accordance with the requirements of Section
300.8 of the Individuals with Disabilities Education Act; or

(b) who has been diagnosed within the last three years by a licensed speech-language
pathologist, psychiatrist, or medical, mental health, psycho-educational, or other comparable
licensed healthcare provider as having a neurodevelopmental disorder; a substantial sensory or
physical impairment (such as deaf;, blind, or orthopedic disability); or some other disability or
acute or chronic condition that significantly impedes the student's ability to learn and succeed in
school without specialized instructional and associated supports and services tailored to the
child's unique needs; and

(2) the child's parents or legal guardian believes that the services provided by the school district
of legal residence do not sufficiently meet the needs of the child.

(D) (1) (a) The tax credits authorized by subsection (B) may not exceed cumulatively a total of
eight million dollars for contributions made on behalf of 'exceptional needs' students, If the
Department of Revenue determines that the total of such credits claimed by all taxpayers exceeds
this amount, it shall allow credits only up to those amounts on a first come, first serve basis.

(b) The department shall establish an application process to determine the amount of credit
available to be claimed. The receipt of the application by the department will determine priority
for the credit. Subject to the provisions of item (5), contributions must be made on or before June
30, 20135, in order to claim the credit. The credit must be claimed on the return for tax year that
the contribution is made.
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(2) A taxpayer may not claim more than sixty percent of their total tax liability for the year in
contribution towards the tax credit authorized by subsection (B). This credit is not refundable.
(3) The Department of Revenue shall prescribe the form and manner of proof required to obtain
the credit authorized by subsection (B). Also, the department shall develop a method of
informing taxpayers if either of the credit limits is met at any time during the current fiscal year.
(4) A person may claim a credit under subsection (B) for contributions made between July 1,
2014 and June 30, 2015.

(E) A corporation or entity entitled to a credit under subsection (B) may not convey, assign, or
transfer the deduction or credit authorized by this section to another entity unless all of the assets
of the entity are conveyed, assigned, or transferred in the same transaction.

(F) Except as otherwise provided, neither the Department of Education, the Department of
Revenue, nor any other state agency may regulate the educational program of an independent
school that accepts students receiving scholarship grants pursuant to this proviso.

(G) (1) The Education Oversight Committee, as established in Chapter 6, Title 59, is responsible
for determining if an eligible school meets the criteria established by subsection (A)(6), and shall
publish an approved list of such schools meeting this criteria below. For this purpose, it also shall
promulgate regulations further enumerating the specifics of this criteria. In performing this
function, the Education Oversight Committee shall establish an advisory committee made up of
not more than nine members including parents, and representatives of independent schools and
independent school associations. The advisory committee shall provide recommendations to the
Education Oversight Committee on the content of these regulations and any other matters
requested by the Education Oversight Committee.

(2) (a) By the first day of August for the current fiscal year, the Education Oversight Committee,
on its website available to the general public, shall provide a list with addresses and telephone
numbers of nonprofit scholarship funding organizations in good standing which provide grants
under this proviso, and a list of approved independent schools which accept grants for eligible
students and which in its determination are in compliance with the requirements of subsection
(A)(6).

(b) Student test scores, by category, on national achievement or state standardized tests, or both,
for all grades tested and administered by an eligible school receiving or entitled to receive
scholarship grants under this proviso must be transmitted to the Education Oversight Committee
which in turn shall publish this information on its website with the most recent scores by
category included.

(3) Any independent school not determined to be an eligible school under the provisions of this
proviso may seek review by filing a request for a contested case hearing with the Administrative
Law Court in accordance with the court's rules of procedure.

(4) The Education Oversight Committee, after consultation with its nine-member advisory
committee, may exempt an independent school having students with exceptional needs who
receive scholarship grants pursuant to this proviso from the curriculum requirements of
subsection (A)(6)(d).

(H) (1) Every nonprofit scholarship funding organization providing grants under subsection (C),
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shall cause an outside auditing firm to conduct a comprehensive financial audit of its operations
in conformity with generally accepted accounting principles and shall furnish the same within
thirty days of its completion and acceptance to the Secretary of State and Department of Revenue
which must be made available by them on their website for public review. The audit must also
document, at a minimum, the total number of grants awarded, the total amount of each grant, and
the names of the eligible schools receiving grants on behalf of the eligible students,

(2) Every independent school accepting grants for eligible students shall cause to be conducted a
compliance audit by an outside entity or auditing firm examining its compliance with the
provisions of this proviso, and shall furnish the same within thirty days of its completion and
acceptance to the Secretary of State and Department of Revenue which must be made available
by them on their website for public review.

(3) A nonprofit scholarship funding organization may transfer funds to another nonprofit
scholarship funding organization, especially in the event that the organization cannot distribute
the funds in a timely manner or if the organization ceases to exist. None of the funds that are
transferred by one nonprofit scholarship funding organization to another may be considered by
the former organization when calculating its administrative expenses.
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EXHIBIT B

Politics & Government

MAY 10, 2014
EXCLUSIVE: SC parents pressured to donate to scholarship group

The leader of a West Columbia private school says her students’ parents are being pressured to
donate to the new private-school choice program, created to help parents of children with
disabilities afford private school.

By JAMIE SELF - jself@thestate.com

The leader of a West Columbia private school says her students’ parents are being pressured to
donate to the new private-school choice program, created to help parents of children with
disabilities afford private school.

The pressure, said Susan Thomas, head of Glenforest School, is coming from Jeff Davis with
Palmetto Kids First — one of five nonprofits set up this year to grant private-school scholarships
made possible through a new state tax credit.

Emails to parents leave the impression — without directly offering a quid pro quo — that if the
parents donate to Palmetto Kids, it will grant them a scholarship, Thomas said.

That quid-pro-quo arrangement is illegal, under the new S.C. private-school choice law, which
says donors to scholarship-granting organizations cannot designate the students or schools that
will benefit from their contributions. That controversial one-year law is up for renewal this
spring before the Legislature.

Lawmakers included that rule to prevent the scholarship program from becoming, in practice,
primarily a way for parents to get a tax break on the money they already are paying for private-
school tuition.

That donate-for-a-tax-break and, then, get your money back in the form of a grant two-step was
happening in Georgia after a broader tax-credit program in that state passed, a Southern
Education Foundation report found.

In Georgia, where the state has forgone hundreds of millions in tax revenues for the scholarship
program, donors could specify what schools, but not students, their money would benefit. The
result, the report found, was very little growth in private-school enrollment among the needy
children that the Georgia program - like the S.C. program — supposedly was to benefit. Instead,
children already going to private schools were getting most of the scholarships.
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Thomas said she wants to make sure her parents are following the law in giving, if they choose
to donate. But Davis’ appeals make her wonder if he intends for parents to think they will get a
scholarship for donating,

In an April email to parents, Davis, who helped set up a private-school scholarship organization
in Georgia, wrote to Glenforest parents: “We have a very short timeframe and we want to
provide scholarships to all of our remaining Glenforest School families. ... We can do it as
evidenced by the fact Georgia raised $58 million ... in just 22 days. With S.C. tax credits, a
$175,000 goal should be very easy for a school like Glenforest.”

The impression parents got from the email, Thomas said, is: “You get your donors - your
parents, whoever ~ to give, and they are going to get this free money, and they will get a
scholarship.

“When 1 read the (S.C. law governing the program), it was pretty clear to me that the money
could not be earmarked for a school or a student,” Thomas said. “It has become ever clearer to
me that it seems as if there’s a hint of tit for tat.”

Davis said he has made clear that donations cannot be designated for students or schools but few
people — parents, schools, even accountants — clearly understand the tax-credit program.

“We preach that all day long. There is no quid pro quo,” meaning something for something, he
said, adding in the first year of the new scholarship program it is inevitable that, “People are
going to get confused.”

In practice, Davis — who S.C. law bars from serving on the board of Palmetto Kids because of his
recent bankruptcy, stemming from a failed Georgia investment deal — said his goal is to identify
students in the greatest need and give them scholarships first.

But Davis said he also considers in awarding scholarships — without direction from donors,
which the law prohibits — how much a private school has “embraced” the scholarship program
through donating to it, spreading the word or identifying potential donors.

Nothing in the law prohibits that, Davis said.
‘What’s best for the child’

Lawmakers and other education and private-school choice advocates say that pressuring parents
to give goes against the spirit of why the law was passed.

“I'm disappointed that the focus isn’t on, ‘Let’s find a child with the most need and get him or
her the scholarship,’ ” said state Sen. Kevin Bryant, R-Anderson, whose legislation led to the

program.
Bryant said lawmakers, now considering whether to approve the tax-credit scholarship program

for another year, are looking into ways to improve the best practices required of organizations
that grant scholarship money.
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S.C. law does not require that the scholarship programs disclose their donors or the recipients of
scholarships. Instead, it relies on a honor system so that donors will not illegally dictate
scholarship recipients.

But state Sen. Wes Hayes, R-York, said any changes in the S.C. program may need to wait until
next year, when the program comes up again for reauthorization. Hayes added whether parents or
schools donate to a nonprofit should not be a factor in who gets scholarships.

“It should be solely based on what’s best for the child,” he said.
‘Donations to a good cause’

Thomas said she grew concerned when emails from Davis were urging Glenforest parents to
contribute in a way that suggested that receiving a scholarship was dependent on the school’s
giving,

In April emails to Glenforest parents and school officials, Davis paired the school’s scholarship
requests with a pitch for donations.

To school leaders, Davis said applications from students at the school had reached $200,000.

“Doable, but we have to somehow get past whatever hurdle the board especially might have,
They are typically our best source of donor referrals (without having to go to parents to spread
the word as well — which we have already had to do),” Davis wrote.

To parents, Davis wrote he had paperwork for 14 second-semester scholarships, then added in
bold print, “Now we just need to get the tax credit donations. As of today the number of
Glenforest families ... who have donated to the program is approximately ... ZERO?”

Thomas said the tone of the emails implied parents and schools are required to participate if they
want to benefit. Davis also asked for a list of the school’s donors, which Thomas said she
declined to provide.

Thomas said she worried about Glenforest’s donors donating to Davis’ Palmetto Kids.

“It could actually be a losing proposition for us,” she said. “Suppose our donors give to his
organization, instead of us, and our families do not benefit?”

The exchange between Davis and the school ran counter to how Thomas thought the scholarship
program would run. Thomas said she “was thinking corporate people, making donations to a
good cause” were going to be the main contributors to the program, which would then identify
students in need for scholarships.

Helping those most in need

Last year, when the General Assembly adopted the program, private-school choice advocates
said the program would help children with disabilities move from schools that did not meet their
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needs into private schools that did. Advocates also said it would provide relief to parents who
choose to pay private-school tuition for their special-needs children.

Focusing narrowly on children with disabilities — as opposed to all students — helped the program
pass, despite hesitation from private-school choice detractors.

Through the program, nonprofits like Davis’ Palmetto Kids give scholarships to students with
disabilities to help them pay for private-school tuition. Taxpayers who donate to the nonprofits
can claim a dollar-for-dollar tax credit eliminating up to 60 percent of their tax liability. Up to $8
million in credits are available on a first-come, first-served basis.

Parents who donate can get the tax credit. They also can apply for a scholarship. If their child is
awarded a scholarship, they get a credit, lowering their state taxes, and help paying part of the
cost of private-school tuition.

Davis said about $100,000 of the $1.1 million his organization has raised has come from parents
whose children attend private schools where students receive scholarships. Davis would not say
how many of those donations have gone directly back to the donor-parents in the form of
scholarships.

Donors cannot designate their contributions for any school or student. But there is some
connection between donations and who gets scholarships, Davis said, out of fairness to the
schools.

It would be unfair to take money raised by schools that generate the most participation in the
program - through supportive board members that help with fundraising and parents who give
whatever they can — and give that money to schools where board members do not return his
phone calls, he said.

Instead, schools must help get the word out and encourage others to take advantage of the tax
credits that make the scholarships possible, he said.

Other schools have been more receptive to Davis’ appeals.

Anne Vickers, head of the Sandhills School in Columbia, said her school would love to help
Davis raise more money for the program if it could.

The Barclay School, a small school with about six special-needs students on the Columbia
College campus, has received four scholarships and has two more in the works, Davis said.

While the school does not have a strong donor base that can give a lot of support to the
scholarship program, Davis said the schools’ leaders have embraced the program and do
whatever he asks to promote it.

Gillian Barclay, the school’s leader, said Davis’ organization has been “life-changing,” allowing
her school to worry less about fundraising and focus its efforts on doing what they do best: teach.
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‘No clue who has written checks’

Another 8.C. nonprofit scholarship organization approaches soliciting donations differently.
Phillip Cease — who is leading a new scholarship nonprofit, Donors Enriching Students’
Knowledge, formerly known as South Carolinians for Responsible Government — said private

schools are “not responsible for fundraising.”

While he and other private-school choice advocates want schools to notify parents and donors
about the program, “I'm not going to schools asking them to send donors to me,” Cease said.

Cease, the fundraiser for Donors Enriching, said there is a conflict of interest in having the
fundraising and grant-giving sides of a nonprofit closely aligned. To separate the two, Cease said
his group has formed a small board to review applications.

“I don’t want to have any part in making decisions (about who gets scholarships), just to remove
any possibility or any appearances” of a conflict of interest, he said. “The people who will be
looking at the applications will have no clue who has written checks.”

Davis said, ideally, he would like to have a “Chinese wall” between the fundraising and grant-
giving sides of Palmetto Kids First. Eventually, he said, that is his plan.

But for now, he said he wants to get the program going, by encouraging donations and granting
scholarships.

Davis” nonprofit has raised more money than any other nonprofits — surpassing $1 million in
donations as of Friday, he announced on his Facebook page.

S.C. Private-School Choice

Palmetto Kids First Scholarship Program has raised the most money of any nonprofit
participating in the state’s new private-school choice program. A look, by the numbers, at how
the nonprofit is doing:

$1.1 million - Amount raised so far from 132 donors

$102,000 - Amount raised in the week before May 6

$100,000 - Amount of donations coming from parents whose children attend private school
$870,844 - Amount in scholarships granted to 16 different private schools

$192,274 - Money left to spend

$1.5 million - Amount the nonprofit hopes to raise in three weeks, s0 it can give a scholarship to
all applicants
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EXHIBIT C
Education

MARCIH 16, 2014
EXCLUSIVE: Financial, legal troubles dog SC school-choice advocate

By JAMIE SELF - jself@thestate.com

‘The unofficial leader of one of the new S.C, nonprofits created to help students with disabilities

pay for private school has a bankruptcy that disqualifies him from being on that group’s board of
directors.

Palmetto Kids First has avoided any impact because of Jeff Davis’ 2011 bankruptcy, following a
failed business deal and a lawsuit, because Davis has assumed the role of volunteer and advisory
board member with the group.

Davis said he took those roles, in part, because of his financial history. He said, eventually, he
hopes to move on to other endeavors, handing the- reigns of Palmetto Kids First entirely to his
wife, the nonprofit’s operations director,

News of Davis® bankruptcy surfaces as state lawmakers debate whether to renew for one year the

temporary state-sponsored, private-school scholarship program, which expires June 30, or make
it permanent law,

Davis formed the Mount Pleasant nonprofit last year when the state launched its first private-
school choice program. The program offers state tax credits for donations made to nonprofits,
including Palmetto Kids First, that are formed exclusively to offer private-school tuition grants to
students with disabilities. Supporters of the program say that private schools offer smaller class
sizes and individualized learning that allow students with disabilities to excel.

However, the state law governing the scholarship program prohibits the nonprofits’ governing
boards from having members who have declared bankruptcy in the last seven years.

Two state senators who have offered ideas for improving the scholarship program said Friday
that Davis’ financial history warrants a closer look, but neither sounded alarms,

Sen. Wes Hayes, R-York, said the program was adopted quickly on the Senate floor last year in
the heat of budget negotiations.

“Often when that happens, you’ve got to come in (the) next year and really make some changes,”
Hayes said, adding the rules governing who can participate in the nonprofits could be re-
evaluated. But, he added, “I hesitate to pass judgment too quickly. It’s certainly something that
the committee needs to consider.”
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Sen. Joel Lourie, D-Richland, said he would withhold judgment about Davis until he had more
information. But he wants lawmakers to continue to reauthorize the program each year, a process
that would force an annual re-evaluation.

Davis said Palmetto Kids First’s board members and other staff have “long known” about his
financial history. As a volunteer with the organization, Davis takes no salary — distance he said
he intentionally wanted to create. In part, that was because of his fitancial past, but more so
because, eventually, he wants to pursue other endeavors when his wife, Olga Lisinska, can run
the program on her own.

Now, no one associated with a Palmetto First takes a salary, he added.

Lisinska, who helped Davis run a similar program in Georgia, said Davis’ communication skills
and knowledge of how scholarship programs work have made him key to the nonprofit’s success
so far.

The 8.C. nonprofit has raised more than $820,000 since launching in January. It has awarded 87
tuition grants to students who go to 14 private schools, totaling more than $620,000.

About $825,600 has been claimed in state tax credits for the scholarship program, according to
the S.C. Department of Revenue. That leaves more than $7.1 million in unclaimed tax credits
that can reduce a company’s or individual’s tax bill by up to 60 percent.

Failed investment deal
Davis has been dogged by an ongoing legal matter related to his bankruptcy.

A couple, who Davis advised financially, sued him in 2009, accusing him of misleading them on
how $950,000 they invested in 2008 to buy stock in a bank would be used. The stock, which
Davis purchased with a $5 million loan, became worthless in 2009 when the bank failed,

The couple, who Davis said were like family, sued when a bank began efforts to collect on the $5
million loan from them. The litigation has been “nasty” and personal, Davis said, with the parties
suing each other.

The investors said Davis did not make it clear to them that their liability was for the $5 million
loan, not the $950,000 they invested. According to court proceedings, some of the couple’s
money went to Davis’ business and personal expenses.

Davis told The State he made mistakes in the way he structured the loan, making the couple
liable along with him for the $5 million loan, He also erred, he said, in using a personal home-
equity bank account to deposit their money. He chose that route, he said, because he did not have
a bank account set up for one of the companies he used to buy the bank stock.

In July, 8.C. Chief U.S. Bankruptcy Judge David Duncan ordered the debt that Davis owed the

couple would not be dissolved in Davis’ bankruptcy proceedings because he misrepresented
aspects of the deal and the couple’s liability.
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Davis’ appealed of that order is pending, as is the couple’s original lawsuit in Georgia, which
would determine the amount of the debt that Davis, a tax attorney, owes them.

‘Very good person’

On Thursday, after The State asked Davis about his financial history, he emailed the directors of
private schools around the state, informing them of what he called a “single isolated event in my
personal and professional life.”

Asked for their reaction, two private-school directors said Davis’ background has raised
concerns, but they also praised his work for the school-choice program. Palmetto Kids First’s
board members, not its volunteers or staff members, ultimately will be liable for that
organization, they said.

Anne Vickers, chief of Sandhills School in Columbia, said 12 of that school’s students have
tuition grants because of Palmetto Kids First, the only scholarship organization that has given
grants to her students. One grant allowed parents to enroll their daughter for the first time this
year, something they had wanted to do before but could not afford.

Vickers said she was surprised to learn of Davis’ bankruptcy but respects his *“transparency” in
contacting school leaders. :

Vickers said Davis is a “very good person, and I truly think that he has the interest of students
with special needs as his first priority.”

Dan Blanch, chief of Camperdown Academy in Greenville, said he did some research on his own
when he first heard about Davis® bankruptcy.

“I was walking on eggshells, I was a little hesitant” to work with Davis, he said. “(But) he hasn’t
misled me, hasn’t provided any false hope.”

Blanch said Palmetto Kids First has provided 26 grants totaling $250,000 to students at
Camperdown, which has about 100 students with learning disabilities and 33 teachers. The
grants have allowed those students to cut their $20,000 annual tuition in half,
“I take credit for all Jeff’s work,” Blanch added. “He’s the one really pushing the program.”
School choice in S.C.
South Carolina approved its first private-school choice program last year. The program offers tax
credits for donations that support private-school tuition grants for students with disabilities. A
look at the program, by the numbers:

- $8 million: Money the state will grant in tax credits this fiscal year

$7.1 million: Credits that remain unclaimed
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$10,000: Highest tuition grant available
65: Number of schools now eligible to accept tuition grants from students

5: Number of nonprofits cleared by the state to accept donations and make tuition grants
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EXHIBIT D
AOSC Best Practices Pledge
SPIRIT OF THE LAW
The Scholarship Funding Organization (SFO) pledges to adhere to both the letter
of the proviso, law and regulations that govern the tax credit funded scholarship
program(s) of South Carolina, as well as the often broader legislative intent and
spirit of those legal and regulatory requirements.
SIMPLICITY
The SFO pledges to develop and administer a family-driven grant application
process that places a minimal burden on the parents or guardians of an applicant
student and does not unnecessarily delegate responsibilities or burdens assigned
to the SFO onto applicant families, participating schools, or SFO donors.
The SFO further pledges to:

-Never use information collected about donors, students and/or schools for financial gain; never
to provide such information to others seeking financial gain; and never release personally
identifiable information on students or donors while maintaining appropriate security data
measures

-Allocate 95 percent of revenues collected each and every year for grants, and, disperse those
allocated funds within two years to specific eligible students at specific eligible schools;

-Refrain from contracting with any third parties with whom the SFO employees or directors have
a personal or financial relationship;

-Never place conditions on schools enrolling students receiving SFO grants, which might limit
their ability to enroll students accepting grants from other SFOs;

-Operate an efficient, effective and ethical organization that provides parents, schools, donors,
and the public at large with a detailed and present account of how money is being spent and by
whom.
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EXHIBIT E
Palmetto Kids FIRST
Scholarship Program, Inc.

BYLAWS
OF

PALMETTO KIDS FIRST SCHOLARSHIP PROGRAM, INC.
(a South Carolina nonprofit corporation)
(Adopted effective June 20th, 2013)

ARTICLE I
NAME
1.01 Name

The name of this corporation shall be Palmetto Kids FIRST Scholarship Program, Inc. (the
"Palmetto Kids FIRST"). The business of the corporation may be conducted as Palmetto Kids
FIRST Scholarship Program, Inc.

ARTICLE II

PURPOSES, POWERS and DISSOLUTION

2.01 Purpose

Palmetto Kids FIRST is a nonprofit corporation and shall be operated exclusively for educational
and charitable purposes within the meaning of Section 501(c)(3) of the Internal Revenue Code of
1986, or the corresponding section of any future Federal tax code, including for these purposes,
the making of distributions to organizations that qualify as exempt organizations under Section
501(c)(3) of the Internal Revenue Code.

Notwithstanding the general educational and charitable purposes of Palmetto Kids FIRST,
Palmetto Kids FIRST shall make grants, or otherwise accomplish its educational and charitable
purpose by providing educational scholarships and tuition grants for students attending private
primary or secondary school in the State of South Carolina to the extent necessary to acquire and
maintain the status as a "Scholarship Funding Organization" as defined in the 2013 South
Carolina Budget Proviso 1.85, or any correspondingly similar future South Carolina legislation.
All scholarship grants must be made in a manner that maintains Palmetto Kids FIRST's status as
an organization described in Section 501(c)(3) of the Internal Revenue Code.
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2.02 Powers

The corporation shall have the power, directly or indirectly, alone or in conjunction or
cooperation with others, to do any and all lawful acts which may be necessary or convenient to
affect the charitable purposes, for which the corporation is organized, and to aid or assist other
organizations or persons whose activities further accomplish, foster, or attain such purposes. The
powers of the corporation may include, but not be limited to, the acceptance of contributions
from the public and private sectors, whether financial or in-kind contributions.

2.03 Nonprofit Status and Exempt Activities Limitation

(a) Nonprofit Iegal Status. Palmetto Kids FIRST is a South Carolina nonprofit public benefit
corporation, recognized as tax exempt under Section 501 (c)(3) of the United States Internal
Revenue Code.

(b) Exempt Activities Limitation. Notwithstanding any other provision of these Bylaws, no
director, officer, employee, member, or representative of this corporation shall take any action or
carry on any activity by or on behalf of the corporation not permitted to be taken or carried on by
an organization exempt under Section 501(c)(3) of the Internal Revenue Code as it now exists or
may be amended, or by any organization contributions to which are deductible under Section
170(c)(2) of such Code and Regulations as it now exists or may be amended. No part of the net
earnings of the corporation shall inure to the benefit or be distributable to any director, officer,
member, or other private person, except that the corporation shall be authorized and empowered
to pay reasonable compensation for services rendered and to make payments and distributions in
furtherance of the purposes set forth in the Articles of Incorporation and these Bylaws.

2.04 Termination of Corporation

Palmetto Kids FIRST shall have a perpetual term, unless terminated or dissolved by a two-thirds
(2/3) vote of all members of the board of directors.

Distribution Upon Dissolution. Upon termination or dissolution of Palmetto Kids FIRST, any
assets lawfully available for distribution shall be distributed to one (1) or more qualifying
organizations described in Section 501(c)(3) of the 1986 Internal Revenue Code (or described in
any corresponding provision of any successor statute) which organization or organizations have a
charitable purpose which, at least generally, includes a purpose similar to the terminating or
dissolving corporation, giving preference if practicable to organizations located within the State
of South Carolina.

The organization to receive the assets of Palmetto Kids FIRST hereunder shall be selected in the
discretion of a majority of the board of directors of the corporation, and if its members cannot so
agree, then the recipient organization shall be selected pursuant to a verified petition in equity
filed in a court of proper jurisdiction against Palmetto Kids FIRST by one (1) or more of its
board of directors which verified petition shall contain such statements as reasonably indicate the
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applicability of this section. The court upon a finding that this section is applicable shall select
the qualifying organization or organizations to receive the assets to be distributed, giving
preference if practicable to organizations located within the State of South Carolina.

ARTICLE IIT
M ER
3.01 No Membership Classes

The corporation shall have no members who have any right to vote or title or interest in or to the
corporation, its properties and franchises.

ARTICLE IV
BO DIRECTORS

4.01 Number of Directors

Palmetto Kids FIRST shall have a board of directors consisting of at least 3 and no more than 5
directors. Within these limits, the board may increase or decrease the number of directors serving
on the board, including for the purpose of staggering the terms of directors.

4.02 Powers

All corporate powers shall be exercised by or under the authority of the board and the affairs of
Palmetto Kids FIRST shall be managed under the direction of the board, except as otherwise
provided by law.

4.03 Terms

(a) All directors shall be elected to serve a five-year term, however the term may be extended
until a successor has been elected.

(b) Directors may serve terms in succession and may be re-elected to any number of consecutive
terms.

(c) The term of office shall expire with the applicable Palmetto Kids FIRST fiscal tax year,
unless the term is extended until such time as a successor has been elected.

4.04 Qualifications and Election of Directors

In order to be eligible to serve as a director on the board of directors, the individual must be 18
years of age and an affiliate within affiliate classifications created by the board of directors.
Directors may be elected at any board meeting by the majority vote of the existing board of
directors. The election of directors to replace those who have fulfilled or are fulfilling their term
of office shall take place in May of applicable years.
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Notwithstanding the general eligibility requirements to serve as a director on the board of
directors, all directors must also satisfy any eligibility requirements necessary for Palmetto Kids
FIRST to acquire and maintain the status of a "Scholarship Funding Organization" as defined in
the 2013 South Carolina Budget Proviso 1.85, or any correspondingly similar future South
Carolina legislation. Any director failing to meet such additional requirements shall immediately
resign or otherwise be immediately removed from the board.

4.05 Vacancies

The board of directors may fill vacancies due to the expiration of a director's term of office,
resignation, death, or removal of a director or may appoint new directors to fill a previously
unfilled board position, subject to the maximum number of directors under these Bylaws.

(a) Unexpected Vacancies. Vacancies in the board of directors due to resignation, death, or
removal shall be filled by the board for the balance of the term of the director being replaced.

4.06 Removal of Directors
A director may be removed by two-thirds (2/3) vote of the board of directors then in office, if:

(a) the director is absent and unexcused from two or more meetings of the board of directors in a
twelve month period. The board president is empowered to excuse directors from attendance for
a reason deemed adequate by the board president. The president shall not have the power to
excuse him/herself from the board meeting attendance and in that case, the board vice-president
shall excuse the president. Or:

(b) for cause or no cause, if before any meeting of the board at which a vote on removal will be
made the director in question is given electronic or written notification of the board's intention to
discuss her/his case and is given the opportunity to be heard at a meeting of the board.

4.07 Board of Directors Meetings

(@) Regular Meetings. The board of directors shall have a minimum of one (1) regular meeting
each calendar year at a time and place fixed by the board. Board meetings shall be held upon

four (4) days' notice by first-class mail, electronic mail, or facsimile transmission or forty-eight
(48) hours' notice delivered personally or by telephone, If sent by mail, facsimile transmission, or
electronic mail, the notice shall be deemed to be delivered upon its deposit in the mail or
transmission system. Notice of meetings shall specify the place, day, and hour of meeting. The
purpose of the meeting need not be specified.

(b) Special Meetings. Special meetings of the board may be called by the president, vice-
president, secretary, treasurer, or any two (2) other directors of the board of directors. A special
meeting must be preceded by at least two (2) days’ notice to each director of the date, time, and
place, but not the purpose, of the meeting.
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(c) Waiver of Notice. Any director may waive notice of any meeting, in accordance with South
Carolina law.

(d) Actions Without a Meeting. Any action required or permitted to be taken by the board of
directors at a meeting may be taken without a meeting if consent in writing, setting forth the
action so taken, shall be agreed by the consensus of a quorum. For purposes of this section an e-
mail transmission from an e-mail address on record constitutes a valid writing. The intent of this
provision is to allow the board of directors to use email to approve actions, as long as a quorum
of board members gives consent.

4.08 Manner of Acting

() Quorum. A majority of the directors in office immediately before a meeting shall constitute a
quorum for the transaction of business at that meeting of the board, No business shall be
considered by the board at any meeting at which a quorum is not present.

(b) Majority Vote. Except as otherwise required by law or by the Articles of Incorporation, the
act of the majority of the directors present at a meeting at which a quorum is present shall be the
act of the board.

(C) Hung Board Decisions. On the occasion that directors of the board are unable to make a
decision based on a tied number of votes, the president or treasurer in the order of presence shall
have the power to swing the vote based on his/her discretion.

(d) Participation. Except as required otherwise by law, the Articles of Incorporation, or these
Bylaws, directors may participate in a regular or special meeting through the use of any means of
communication by which all directors participating may simultaneously hear each other during
the meeting, including in person, internet video meeting or by telephonic conference call.

4.09 Compensation for Board Service

Directors shall receive no compensation for carrying out their duties as directors. The board may
adopt policies providing for reasonable reimbursement of directors for expenses incurred in
conjunction with carrying out board responsibilities, such as travel expenses to attend board
meetings.

4.10 Compensation for Professional Services by Directors

Directors are not restricted from being remunerated for professional services provided to the
corporation. Such remuneration shall be reasonable and fair to the corporation and must be
reviewed and approved in accordance with the board Conflict of Interest policy and state law.

4.11 Initial Board of Directors

The initial directors of Palmetto Kids FIRST shall be Shawn Lifrage, David Owens, and
Jaroslaw Jasinski. Each initial director shall hold office for a five-year term ending

39



contemporaneously with the applicable fiscal year-end of Palmetto Kids FIRST on May 318t,
2018.

ARTICLEV
OFFICERS
5.01 Board Officers

The officers of the corporation shall be a board president, vice-president, secretary, and treasurer,
all of whom shall be chosen by, and serve at the pleasure of, the board of directors. Each board
officer shall have the authority and shall perform the duties set forth in these Bylaws or by
resolution of the board or by direction of an officer authorized by the board to prescribe the
duties and authority of other officers. The board may also appoint additional vice presidents and
such other officers as it deems expedient for the proper conduct of the business of the
corporation, each of whom shall have such authority and shall perform such duties as the board
of directors may determine.

5.02 Two or More Offices

One person may hold two or more board offices, except that the President and Secretary shall not
be the same person. No board officer may act in more than one capacity where action of two or
more officers is required.

5.03 Term of Office

Each elected officer of Palmetto Kids FIRST shall hold office until such officer’s successor is
chosen and qualified in such officer's stead or until such officer's earlier death, resignation,
retirement, disqualification or removal from office. Each officer shall serve at the pleasure of the
board of directors without the necessity of periodic reappointment.

5.04 Removal and Resignation

The board of directors may remove an officer at any time, with or without cause. Any officer
may resign at any time by giving written notice to the corporation without prejudice to the rights,
if any, of the corporation under any contract to which the officer is a party. Any resignation shall
take effect at the date of the receipt of the notice or at any later time specified in the notice,
unless otherwise specified in the notice. The acceptance of the resignation shall not be necessary
to make it effective.

5.05 Vacancies

If the office of any officer becomes vacant for any reason, the vacancy shall be filled by the
board of directors.



5.06 Board President

The board president shall be the chief volunteer officer of the corporation. The board president
shall lead the board of directors in performing its duties and responsibilities, including, if
present, presiding at all meetings of the board of directors, and shall perform all other duties
incident to the office or properly required by the board of directors.

5.07 Vice-President

In the absence or disability of the board president, the ranking vice-president or vice-president
designated by the board of directors shall perform the duties of the board president. When so
acting, the vice-president shall have all the powers of and be subject to all the restrictions upon
the board president. The vice-president shall have such other powers and perform such other
duties prescribed for them by the board of directors or the board president. The vice-president
shall normally accede to the office of board president upon the completion of the board
president's term of office.

5.08 Secretary

The secretary shall keep or cause to be kept a book of minutes of all meetings and actions of
directors and committees of directors. The minutes of each meeting shall state the time and place
that it was held and such other information as shall be necessary to determine the actions taken
and whether the meeting was held in accordance with the law and these Bylaws. The secretary
shall cause notice to be given of all meetings of directors and committees as required by the
Bylaws. The secretary shall have such other powers and perform such other duties as may be
prescribed by the board of directors or the board president. The secretary may appoint, with
approval of the board, a director to assist in performance of all or part of the duties of the
secretary.

5.09 Treasurer

The treasurer shall be the lead director for oversight of the financial condition and affairs of the
corporation. The treasurer shall oversee and keep the board informed of the financial condition
of the corporation and of audit or financial review results. In conjunction with other directors or
officers, the treasurer shall oversee budget preparation and shall ensure that appropriate financial
reports, including an account of major transactions and the financial condition of the corporation,
are made available to the board of directors on a timely basis or as may be required by the board
of directors. The treasurer shall perform all duties properly required by the board of directors or
the board president. The treasurer may appoint, with approval of the board a qualified fiscal
agent or member of the staff to assist in performance of all or part of the duties of the treasurer.

5.10 Non-Director Officers

The board of directors may designate additional officer positions of the corporation and may
appoint and assign duties to other non-director officers of the corporation.

4



5.11 Compensation for Officers

The compensation, if any, of all officers of Palmetto Kids FIRST shall be fixed from time to time
by unanimous consent of the board of directors.

5.12 Initial Officers

The initial officers of Palmetto Kids FIRST shall be Shawn Lifrage (Secretary/Treasurer), David
Owens (Vice-President), and Jaroslaw Jasinski (President).

ARTICLE VI
CONTRACTS, CHECKS, LOANS, INDEMNIFICATION AND RELATED MATTERS

6.01 Contracts and other Writings

Except as otherwise provided by resolution of the board or board policy, all contracts, deeds,
leases, mortgages, grants, and other agreements of the corporation shall be executed on its behalf
by the treasurer or other persons to whom the corporation has delegated authority to execute such
documents in accordance with policies approved by the board.

6.02 Checks, Drafts

All checks, drafts, or other orders for payment of money, notes, or other evidence of
indebtedness issued in the name of the corporation, shall be signed by such officer or officers,
agent or agents, of the corporation and in such manner as shall from time to time be determined
by resolution of the board.

6.03 Deposits

All funds of the corporation not otherwise employed shall be deposited from time to time to the
credit of the corporation in such banks, trust companies, or other depository as the board or a
designated committee of the board may select,

6.04 Loans

No loans shall be contracted on behalf of the corporation and no evidence of indebtedness shall
be issued in its name unless authorized by resolution of the board, Such authority may be general
or confined to specific instances.

6.05 Liability and Indemnification
No director shall be liable for the debts, liabilities, and other obligations of the corporation.

(a) Mandatory Indemnification. The corporation shall indemnify a director or former director,
who was wholly successful, on the merits or otherwise, in the defense of any proceeding to
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which he or she was a party because he or she is or was a director of the corporation against
reasonable expenses incurred by him or her in connection with the proceedings.

(b) Permissible Indemnification. The corporation shall indemnify a director or former director
made a party to a proceeding because he or she is or was a director of the corporation, against
liability incurred in the proceeding, if the determination to indemnify him or her has been made
in the manner prescribed by the law and payment has been authorized in the manner prescribed
by law.

(c) Advance for Expenses. Expenses incurred in defending a civil or criminal action, suit or
proceeding may be paid by the corporation in advance of the final disposition of such action, suit
or proceeding, as authorized by the board of directors in the specific case, upon receipt of (i) a
written affirmation from the director, officer, employee or agent of his or her good faith belief
that he or she is entitled to indemnification as authorized in this article, and (ii) an undertaking
by or on behalf of the director, officer, employee or agent to repay such amount, unless it shall
ultimately be determined that he or she is entitled to be indemnified by the corporation in these
Bylaws.

(d) Indemnification of Officers, Agents and Employees. An officer of the corporation who is not

a director is entitled to mandatory indemnification under this article to the same extent as a
director. The corporation may also indemnify and advance expenses to an employee or agent of
the corporation who is not a director, consistent with South Carolina Law and public policy,
provided that such indemnification, and the scope of such indemnification, is set forth by the
general or specific action of the board or by contract.

ARTICLE VII

MISCELLANEQOUS
7.01 Books and Records

The corporation shall keep correct and complete books and records of account and shall keep
minutes of the proceedings of all meetings of its board of directors, a record of all actions taken
by board of directors without a meeting, and a record of all actions taken by committees of the
board. In addition, the corporation shall keep a copy of the corporation's Articles of
Incorporation and Bylaws as amended to date.

7.02 Fiscal Year

The fiscal year of the corporation shall be from June 1St to May 318t of each year. The initial
fiscal year-end will be May 31St, 2014.

7.03 Conflict of Interest
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The board shall initially adopt the Sample Conflict of Interest Policy contained in Appendix A to
the Form 1023 Instructions as its own conflict of interest policy. The board shall periodically
review, and if necessary amend, the conflict of interest policy to protect the corporation's interest
when it is contemplating any transaction or arrangement which may benefit any director, officer,
employee, affiliate, or member of a committee with board-delegated powers.

7.04 Nondiscrimination Policy

The officers, directors, committee members, employees, and persons served by this corporation
shall be selected entirely on a nondiscriminatory basis with respect to age, sex, race, religion,
national origin, and sexual orientation. It is the policy of Palmetto Kids FIRST not to
discriminate on the basis of race, creed, ancestry, marital status, gender, sexual orientation, age,
physical disability, veteran's status, political service or affiliation, color, religion, or national
origin.

7.05 Bylaw Amendment

These Bylaws may be amended, altered, repealed, or restated by a vote of the majority of the
board of directors then in office at a meeting of the Board, provided, however,

(a) that no amendment shall be made to these Bylaws which would cause the corporation to
cease to qualify as an exempt corporation under Section 501(c)(3) of the Internal Revenue Code
of 1986, or the corresponding section of any future Federal tax code; and,

(b) that an amendment does not affect the voting rights of directors. An amendment that does
affect the voting rights of directors further requires ratification by a two-thirds (2/3) vote of a
quorum of directors at a Board meeting.

(c) that all amendments be consistent with the Articles of Incorporation.

Furthermore, these Bylaws may be amended, altered, repealed, or restated by a vote of the
majority of the board of directors then in office at a meeting of the Board in any manner required
for the purpose of insuring that Palmetto Kids FIRST qualifies at all times as an exempt
corporation under Section 501(c)(3) of the Internal Revenue Code of 1986, or the corresponding
section of any future Federal tax code, and to the extent necessary to acquire and maintain the
status as a "Scholarship Funding organization" as defined in the 2013 South Carolina Budget
Proviso 1.85, or any correspondingly similar future South Carolina legislation.

7.06 Articles of Incorporation Amendment

Any amendment to the Articles of Incorporation may be adopted by approval of two-thirds (2/3)
of the board of directors.

CERTIFICATE OF ADOPTION OF BYLAWS




L1

The undersigned hereby certifies that the foregoing initial Bylaws of Palmetto Kids FIRST were

duly adopted by the board of directors as of June 20th, 2013 and constitute a complete copy of
the Bylaws of the corporation.

Shawn Lifrage, Secretary/Treasurer
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EXHBIT F
Zalmetto Kids FIRST:

Palmetto Kids FIRST Dircctor of Operations, Olga Lisinska, and Jeff Davis presented

Einstein Academy with a check for $263.500.00 that represents the 39 scholarships that
benefit Einstein students.
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EXHIBIT G

Verify an Individual’s CFP® Certification and Background

More than 70,000 individuals in the United States currently meet CFP Board’s initial and
ongoing certification requirements for CFP® certification.

The verification function below will allow you to verify an individual’s certification status. The
search results will identify individuals who currently hold CFP® certification as well as
individuals who are not currently certified but who held CFP® certification at one time.

If you search for an individual who has been disciplined publicly by CFP Board, or who has a
bankruptcy filing within the past 10 years, information about the discipline and/or bankruptcy
will be indicated in the search results.

R. Jefferson Davis

Certification Status: Revoked
Company:
Apogee Family Office, LLC

Address:

1985 Riviera Dr # 103-126
Mt Pleasant, SC 29464-7582

CFP Board Disciplinary History: Yes
Bankruptcy Disclosure in Last 10 Years: No

CFP Board does not provide referrals. Use of this information by business organizations wishing
to solicit CFP® professionals is expressly prohibited by Certified Financial Planner Board of
Standards Inc.

If you are the CFP® professional and the information above is incorrect, login and update your
contact information,

CFP Board Public Disciplinary History
Effective Date: 8/14/2014

In August 2014, CFP Board issued an order permanently revoking Mr. Davis’ right to use the
CFP® certification marks. This discipline followed Mr. Davis’ entry into a settlement agreement
with CFP Board in which he consented to CFP Board’s findings that he told clients that they
were purchasing a stock while failing to tell them about a $5 million dollar liability, told clients
that their $950,000 was being used to purchase a stock when he was really using it to pay interest
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on the loan as well as business and personal expenses, told clients that he was indicating to the
bank to change the guarantors of the loan when he did not, informed the clients that the loan was
current when it was not and filed bankruptcy after promising to have the clients released as
guarantors on the $5 million dollar loan. The Commission found that Mr. Davis’ conduct
violated Rules 102, 103(d), 202, 401(a), 501, 606(b) and 607 of CFP Board’s Code of Ethics and
Rules 1.4 and 6.5 of CFP Board’s Rules of Conduct as well as Practice Standards 400-3 and 500-
2, providing grounds for discipline under Articles 3(a) and 3(b) of CFP Board’s Disciplinary
Rules and Procedures. In accordance with Article 4.4 of the Disciplinary Rules, CFP Board

issued a Revocation of Mr. Davis’ CFP® certification. Mr. Davis’ revocation is effective as of
August 14, 2014,

About CFP Board’s Disciplinary Process

Ethical conduct is a central requirement of the CFP® certification, and CFP Board actively
enforces its ethical standards. All individuals who hold the CFP® certification agree to abide by
the rigorous ethics and practice standards contained in CFP Board’s Standards of Professional
Conduct (Standards). In situations where CFP Board learns that a CFP® professional’s conduct
may be in violation of the Standards, it conducts an investigation following the process outlined
in CFP Board’s Disciplinary Rules and Procedures.

The Disciplinary and Ethics Commission (formerly known as the Board of Professional Review)
is responsible for interpreting and applying CFP Board's Code of Ethics and Professional
Responsibility, Rules of Conduct and Financial Planning Practice Standards to specific fact
situations involving professionals and imposing, where necessary, the appropriate discipline. The
Commission may impose several types of discipline, up to the permanent revocation of an
individual’s right to use the CFP® certification marks.

Individuals who are listed above with indication of a CFP Board public disciplinary history have
received a public discipline ~ either a public letter of admonition, suspension of CFP®
certification, or permanent revocation of CFP® certification. Individuals may also be disciplined
privately with a cautionary letter or private censure; a private discipline is confidential and not
available to the public through this search function or other means.*
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EXHIBIT H

INTERIM SUSPENSION

SOUTH CAROLINA

Ronald Jefferson Davis (Mt. Pleasant): In April 2012, CFP Board issued Mr. Davis an interim
suspension of his right to use the CFP® certification marks. CFP Board received notice of
allegations that Mr. Davis misappropriated client funds that were intended to be used in the
purchase of stock and that Mr. Davis forged the client’s named on loan guarantees, When
questioned by the Commission regarding these allegations, Mr. Davis declined to respond, citing
his Fifth Amendment rights. Pursuant to Article 5.7 of the Disciplinary Rules and Procedures,
CFP Board issued an Automatic Interim Suspension because Mr. Davis failed to meet his burden
to demonstrate that he did not pose an immediate threat to the public and that his conduct did not
impinge upon the stature and reputation of the CFP® certification marks, Under the interim
suspension order, Mr. Davis’s right to use the CFP® certification marks is suspended pending
CFP Board’s completed investigation, and possible further disciplinary proceedings. The interim
suspension order became effective on April 6, 2012.%
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EXHIBIT J

UNITED STATES BANKRUPTCY COURT
DISTRICT OF SOUTH CAROLINA
Inre,
C/A No. 11-07525-dd
Ronald Jefferson Davis, Jr.,
Adv. Pro. No. 12-80034-dd
Debtor.
Chapter 7
Andrew Taylor and Naomi Taylor,
Plaintiffs,
ORDER
v.
Ronald Jefferson Davis, Jr.,
Defendant,

This adversary procesding comes before the Court on tho amended complaint of the
plaintiffs, Andrew Taylor and Naomi Taylor (“Plaintiffs™), seeking a determination that 8 debt
owed to them by the debtor and dofendant, Ronald Jefferson Davis, Jr. (“Defendant”) is
nondischargeable under 11 U.S.C. §§ 523(a}(2)(A), (a)(4), and (a)(6). Jurisdiction for this
proceeding is premised upon 28 U.S.C. §§ 1334 and 157(a). This adversary proceeding is a coro
proceeding wnder 28 U.S.C. § IS7(}2)(M). Venue of thig edversary proceeding is proper
pursuznt to 28 U.S.C. § 1409,

Defendant, proceeding pro se, answered the complaint and counterclaimed, At a hoaring
on October 9, 2012, the parties agreed the counterclaims asserted by Defendant were not
compulsory in this case. The counterclaims were thus stricken from Defendant’s answer and not
pmwdupﬂrtofdziudvmypmwedins. (Docket # 131), A u'inlmlteldunlhe%th,ﬂth.
and 28th of March 2013. After careful consideration of the applicable law, arguments of the
parties, and evidence submitted, the Court issues the following findings of fact and conclusions

51



of law under Federal Rule of Civil Procedure 52(a), made applicable by Federal Rule of
Banlauptey Procedure 7052.!

FINDINGS OF FACT
A. Background

1 Plaintiffs are residents of the State of Georgia.

2. Defendant is a resident of Charleston County, South Carolina.

3 On December 5, 2011, Defendant, proceeding pro se, filed a voluntary petition for
relief under chapter 7 of the Bankruptcy Cods. Defendant's bankmuptcy case is captioned In re
Ronald Jefferson Davis, Jr., Case No. 11-07525-dd, and is pending in the United States
Bankruptcy Court for the District of South Carolina.

4.  Defendant received a discharge in his bankruptcy case on October 10, 2012.
However, this discharge does not apply to debts that this Court determines ere excepted from
discharge.

3 Defandant is a licensed attorney in Georgia.

6. Neomi Taylor is a professor of radiology and nuclear medicine at a university in
Atlanta, Georgia end chief of nuclear medicins at a Veterana Administration medical center.
Andrew Taylor served as a co-director of nuclear medicine at a university in Atlanta, Qeorgia
and is currently employed at that university.

! To the extent any of the following findings of fact canstitute conclusions of law, they
are adopted ag such, and to the extent any of the following conclusions of law constitute findings
of fact, they are also so adopted.

2
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7. Noomi Taylor’s daughter is married to David Pemberton. Defendant was a close
friend of Pemberton acd best man at the wedding of Neomi Taylor's daughter and Pemberton in
2001. Plaintiffs met Defendant through Pemberton prior to the wedding in 2001,

8. “ﬁthinafcwymof&eweddhg,mmdmpmpamdawﬂlﬁrmainﬁffswhih
b was employed at Stillpoint Advisers (“Stillpoint”™) in Atanta, Georgia. Stillpoint provided
wealth management and professional services.

9. Eventually, Defendant left Stillpoint and started Apogee Femily Office, LLC,
Other companies later developed as part of the Apoges group of companies, inchiding Apoges
Law Collier, P.C.; Apoges Law Davis, Collier, LLC; Apogee Holding Company, LLC; Apoges
Insurance Services, LLC; Apogee Wealth Managmmt,LLC;AposeaCPAvaim,LLc;
Family Office 360, LLC; ATS Fidelis Group, Inc.; 1842 Capitnl, LLC; and Apogee GBC 2008,
LLC (collectively referred to harein ag the “Apogee Companies™),

10.  Inhis answer, Dofendant denies any principal relationship or managerial authority
related to Apoges Law Collier, P.C. Ho admits he was managing member for Apogee Family
Office, LLC; Apogee Holding Company, LLC; Apogee Insurance Services, LLC; Apoges
Wealth Management, LLC; Family Office 360, LLC; and 1842 Capital, LLC. He also admits he
was a member of Apoges CPA Suﬁces,meApogeeLaw Davig, Collier, LLC and a
shareholder and officer of ATS Fidelis, Inc,

11, Defendant testified he owned over 90% of Apogee Family Office, and there was
one other owner of the company,

12 Pemberton suggested Plaintiffs gock financial management advice from
Defendant and the Apogeo Companies,
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13.  Plaintiffs’ priority was retirement planning when they began receiving financial
advice from the Apogee Companies around 2006,

14. One of the services the Apogee Companies offered involved having access to
clients’ financial accounts and paying billa on their behalf, Plaintiffs used this service.

15. The Apogeoc Companies had eccess to Plaintiffs’ IRA accounts and could
withdraw fees for their services from thoss accounts.

B. The Georgian Bank Stock Purchase

16.  In 2008, Defendant became aware of a large block of Georgian Bancorporation,
Inc. ("Georgian Bank™) stock being sold at a discount by an investor who was having financial
difficulties.

17.  Georgian Bank was a small, closely-held bank in Georgia.

18,  For regulatory reasons, Georgian Bank had to stay under 300 shareholders to
remain a nonpublic company.

19. At a mesting on or about May 13, 2008, Peter Maher, who worked with the
Apoges Companies, mentioned the Georgian Bank stock as an investment option for Plaintiffs,
Defendant was also at this meoting and agreed this was a good investment option for Plaintiffs.

20. Andrew Teylor's understanding was that Peter Maher worked for and was
supervised by Defendant.

21.  On May 13, 2008, Naomi Taylor sent &n email to Maher on which Defendant was
copied in which she states: “On the bank investment, [ believe that 1 have $150,000 in a cash
account and cen use another $50,000 from other cash account (joint with Tip) that he might be
using for cash to come up with $200,000 for investing in the bank, if you can give me that much
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in shares.” PL's ex. 2 p.68. Sha testified at trial she included the last portion of this statement
inhuamﬂbmaumhwimmaﬁcnﬁnmbefmdmtmthaﬂwmhnwkmkwminugh
demand.

22, OnMayZl.zoﬂs,AndmwTayIcranEﬂodMnhnrandDafmdmmﬁngﬁn
mssuﬁomabmﬂhswmwhmkmpmhowwﬁmdlhapmnhma,mdwhmbmm
Gmrﬁmﬁankwmﬂoﬁumlommuywmm PL'sex. 2,p. 71.

23.  OnMay 21,2008, Defendant emailed Androw Taylor:

Tip, tho tenms are Gordon’ committed to us after I asked them about it
wmmmod(udminmofmmbutynutmcmtﬂquﬁm. interest
on]y.pdmumm(s%).subpaiufﬁalﬁa,andl7bpsforanmmlmawalfee.
Deﬂnitelyﬂ:eBESTtuthavawarmthmdo.mﬂlhaummlhm
do anything ...hutlgum-&mispmofbe:‘ngh%cm.” We
wmuydon'tmhvuymyhammmmastheymhmﬂonﬂmﬁ-mm
e&...bul&ﬂ'a!ﬂniywhy&oyhvemtbmimpmbywnwbmﬁnem
l’nforwmdyuulhdrshmshn!dm-lomu,ifyoulmveﬁmowmdﬂmmyouwﬂ]
find them very interesting,

How much?? Gmlnncofﬂnmbhynndnn’twmmmmmﬂmn
mofwwormhsdns!emﬁyuammumbmmmmw
we are talking $700k or so. Witblﬁa:aaidhwwar.wodokmwalotabamthn
bsnk.soh’smtummﬂlehodomeﬂﬁngmthoﬂhatmmh«ifywmuy
wanted to, Maybemwenmmillicn...ushgthelcmageofbamﬂdugafak
amount of the funds might not be & bad idea. You have to consider what is our
downside from here (seems limited to mo) and what ig our potential upside? I'd
mtthiamdonhlnifm!ﬁphvdthammbuya. Me personally, I might
belchafaum.butlmnsuesﬂgbatwmﬂafomofm(Naomi,you.Pmmd
mndﬂlpmbahlyhaw&ohishmrhkmlmofaﬂofm...bmlhuvum
mmuofymumllcapmcksﬁp,sommighlnmbeaa far behind me as I
might guess ;-),

Suioustyﬂwugh,lhisisaveayPRWAmandc!oseddmLmduotM
youmld.pleas&dan'lpamitalongtomym If you do have a friend/family
membaurmmme&:atwmﬂdwmmdosmkﬁmletmkmwﬁmandwa
wouldbehappymmﬂxmﬂmmandgetﬂzmh(e@ecwyiﬂmloramw
client of ours or the banks), bntitwauldhavctobnwmeonowimmdpmbably
able to move quickly. PL’s ex. 2, pp. 70-71 (omissions in original),

*The partios sometimss refer to Androw Taylor as “Tip" In their communications.
? Gordon Tee! was tho president and chief exooutive officer of Georgian Bank at that
time. Def.'s ex. B.
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24,  On May 23, 2008, Andrew Taylor emailed Defendant: “T would like to invest
$500K but would sppreciate your and Peter’s advica on the best way to structure it—selling
some current securities and using revenus to buy the bank stock, the appropriate split between
my retirement funds and regular funds and how much additional debt to take by borrowing from
the bank.” PL's ex. 2, p. 70.

25.  Later, Naomi Taylor also indicated she wanted to invest $500,000 in the Georgian
Bank stock.

26.  Defendant’s plan was to purchase $5 million worth of Georgian Bank stock with
$1 million being allocated to Plaintiffs and $1.5 million being allocated to the Apogee
Companies, Arother family would then be found to invest in the remaining $2.5 million.

27,  The purchase of the stock hed to be closed quickly.

28.  Defendant structured a lending transaction whereby the $5 million needed to
purchage the stock would be borrowed from Georgian Bank. The initial promissory note was
dated May 29, 2008.* The loan was renowed on August 29, 2008. P1’s ex. 5. The August 29,
2008 note was in the amount of $5,032.049.00. I/d. The borrower on both the May 29th and
August 29th promissory notes was 1842 Capital, LLC. Defendant signed the August 29th
promissory note as managing member of 1842 Capital. /d. Defendant signed guarantees for
both the May 29th and August 26th notes. Jd. Taylor Fairman signed a guarantes for the May
29th note. Jd, Timothy Winder signed a guarantee for the August 29th note. Jd. There are also
guarantees for the May 20th note (“May 2008 guarantes"), and August 29th nota (*August 2008
guarantee') with the purported signatures of Andrew Taylor and Naomi Taylor for the $5 million
loan. Id.

% The May 29, 2008 noto was never offered into evidence.
6
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29.  Apogee GBC 2008 was ths purchaser of the Georgian Bank stock. Defendant
testified Apogee GBC 2008 was structured to hold the Georgian Bank stock until it was sold.

30. OnMnyZZ.ZOOB,dednntsmtAndwaayloranmﬂwilhnntufomﬁon
packageaﬂmhedabnuttha%maian&nkstmkpmchnm Dof.’s ex. B. Andrew Taylor
recalled receiving the email and printing out the attachment,

31.  The information packnge contains a two-page summary .of the transaction, a
GwrgimBmkmnlmpmmdmﬁmoinlhishﬂshEmdpm}ecﬁm. I

32, mnvommmmyconminsm{nﬂodmmpﬂmsmph.whichmtes:

nhanbeeumnnemsnryfnranhdividmlslmeho!da-of
Bankcorporation, Inc, (www.GeorgianBank.com) to gell a large single block of

approximately $11.2 million ofbankstnckatadismmwckdismuntmheof
$27 per share, Itisourundmmdingthatthammfonﬁsmlemofa

The summary also stated that the maximum amount of stock available to Apogee was 265,000
shares ($7.155 million) and the minimum available was 100,000 shares (32.7 million) to 190,000
shares ($5.13 million), there were currently Apogee client and employee commitments for
approximately 100,000 shares or $2.7 million, and the “[ejxpected closing [was) Monday, May
26%, 2008" Jd. In addition, the summary provided that “[bjank lending can be casily and
quickly arranged at very favorable terms for investors. Terms are unsecured, prime rate (5%),
interest only, 0.5% origination fee with an ennual 0.17% renewal fee” 14 Furthermore, the
summary indicated that “[mjembership mits in Apoges GBC 2008, LLC will be allocated at

7
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$27/unit representing an equivalent number of Georgian Bank shares” and that “‘[m]embers
should expect no dividends over the term of the LLC and this is a highly illiquid asset which
likely [will] be tied up for 3 to § years at a minimum." Id.

33,  On May 30, 2008, Defendant emsiled Plaintiffs about closing the stock purchase
(“May 30th emnil™);

Just a quick heads up that we are working diligently to close the first part

of the stock deal today, 1 may have some documents for you guys to sign . . . if

possible today . . . or over the weekend if we are all tied up today. You guys

around?7?
We/Apoges 2008, LLC (the single purpose holding eatity for the stock) is
buying the stock today to “close” the deal for the seller . . . and over the next S0

days reallocating as everybody needs to individual name, [RA's, etc, More to

follow. PL's ex. 7, p. 118 (omissions in original),

34,  Andrew Taylor testified that the May 30th email was the first time Defendant had
mentioned Apogee GBC 2008, He also testified that he understood Defendant and the Apogee
Companies were going to purchase the stock and then reallocate it to individual investors,

35,  Andrew Taylor responded to Defendant’s May 30th email, stating “[wle are
around all weskend and next week. I leave for Wash June 6 and Naomi end I both leave for
Europe June 9.” Def.'s ex. D.

36.  On or about June 8, 2008, Andrew Taylor traveled to the Washington, D.C, area
to give a lecturs, On or about June 11, 2008, Plaintiffs traveled to Europe,®

37.  On June 11,2008, Defendant emailed Plaintiffs (“June 11th email”):

Attached are the organizational documents for Apogee GBC 2008, LLC

. « . if you need some reading material for the plane. Purchase agreement, copy of

the stock certificate, etc. Basically I am the “managing member”/President of this

single purpose LLC, Shannan Collier (one of our attorneys is the Secretary), and
Taylor Fairman is the CIO (Chief Investment Office). So we should all be pretty

* In his email responding to Defendent’s May 30th email, Andrew Taylor had the dates
wrong for when he was leaving for Washington and when Plaintiffs were leaving for Burope.
Def's ex. D.
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-comfortable that we are in 100% control. I'll kave soms additional paperwork for

yuntosignﬁ:ryom-muﬂdp,m...butwamdoﬂmwhmmwm

Wahadmaoahudandclosotbnpmchasaonh{aysmh(uﬁngnlmﬁnmm

bank in order to close itﬁstaamlmow).sowewiﬂmduphavingw“biﬂ“

follmamalvpmpo:ﬁonalshmof&airinmmtmluﬂmd from 5/30 to the tima

meyd@odtmwhmpﬁuﬁ:mdwamm::somcanpaydownmalm

Wemalmaskingpeop!oiosisn(withus)for&drporﬁonof!hemteasasim

of good faith. Huwevu...thnbmﬂtwamsoﬁawdlmm&mwfwdoingthe

wmlb!ockpmchm(Apogecdidss,mom)as.fastaswedid. + « Wag some

additional WARRANTS which actually brings our purchase price down to $25.70

{mSl.ontheeﬁgiualﬂ‘?pmhmupﬁco}. Pretty happy about that]]]

lnanycm...?mpmadabngthodamdwimumwﬂlsuthm

have the IRA portion dono in the next 3 or 4 weeks once Fidelity approves

everything. Please let me know if you have any questions, Pl's ex. 7, pp. 124-25

38.  Defendant introduced into evidence a copy of the Juns 11, 2008 email that
shnwedmiousnmahmentawhhhdomtappmon&amyofﬁsmaﬂ?hhﬂﬁsmveﬂinm
evidence. See Def's ex. G; PL's ex. 7, pp. 124-25; PL'6 ox. 10. These attachments include
documents entitled Apogee GBC 2008, LLC Operating Agrecment, Organizational Documents
2008-05-30, Stock-Warrant Purchase 2008-05-30, and Apoges GBC 2008 Stock Cartificate,
Defsex. G,

39. Neomi Taylor testified she belisved ghe received the email with the attachments,

40. On June I4.2003.Andnw?ay!ormpondedto0¢fenﬂnmudmmdP!ahﬁﬁ‘s
wm!ocnn'inginViema.Madrid,andOpomandlhmhehadml“had[a]chnmtomddm
LLC info but [he] did print it out and brought it on the trip.” Def."s ex. G; PL's ex. 7,p. 124,

41.  Nesomi Taylor testified she understood that Apogee GBC 2008 was g temporary
holding entity for depositing funds from all the investors so the loan, which was temporary,
couldbepaidoﬂ‘lmdes.chinmmrcouldmdva!hakownahmwofﬁeormianm&smk. She

testified this understanding was based on Defendants® May 30th email. She believed she and her

59



L)

husband were buying Georgian Bank stock and there would be Georgian Bank stock certificates
in their names,

42.  Andrew Taylor testified his understanding was that Plaintiffs were purchasing
Georgian Bank stock, and the money they gave Defendant would be used to pay for the stock.

43, Defondant ntroduced into evidence a wire transfer authorization for $150,000; a
wire transfer authorization for $200,000; a check for $60,000; and a check for $40,000. Defl’s
ex. J. The wirs transfer authorizations direct that the funds be transferred to Apogee GBC 2008
from Fidelity accounts, and the checks are written to Apogee GBC 2008. Id. The wire transfer
authorizations have a June 7, 2008 date printed at the top. Jd. The two wire transfer
authorizations also have fax transmittal sheets attached with transmittal dates of June 13, 2008,
and June 23, 2008, respectively, Jd. The checks aro dated October 13, 2008, Id. These checks
and wire transfer authorizations have Naomi Taylor’s purported signature on them. Jd.

44,  Defendant also introduced into evidence a document captioned “APOGEE GBC
2008, LLC ACKNOWLEDGMENT OF AND BY NEW MEMBER,” a document captioned
“APOGEE GBC 2008, LLC NON-DISCLOSURE AGREEMENT,” and a request for alternative
investment transaction that lists Apogee GBC 2008 next to “Product Description.” Id. Both the
acknowledgment of end by new member and request for altemative investment transaction have
numerous blanks on them that are incomplete. /d. Thess documents have Naomi Taylor's
purported signature on them. Id,

45.  Defendant testified the fax transmittal cover sheets with transmittal dates of June
13, 2008 and June 23, 2008 represent the dates the Apoges Companies sent the wire transfer
authorizations to Fidelity to have the funds transferred from Fidelity to Apoges GBC 2008,

10
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46, WEmrcwmAmthaylor.Dd'mdant introduced into evidence a wire
transfor authorization for $150,000, Def’s ex. 1, p. 129. The wire transfer authorization directs
deﬁmﬁbeum&mdm.hposuam‘:m ﬁomaFidsﬁtyawo:mt,hnanJme?,ma
dato printed at the top, and has Androw Taylor's purported signature on it, . There is also a
fax transmittal cover sheet attached with a transmittal date of Juge 23,2008.° 1d, at pp. 130-31.
In addition, Defendaut introduced a request for alternative investment transaction for Andrew
Taylor's IRA, which authorizes National Financial Services LLC (NFS), agent for Fidelity
Mansgement Trust Company, as custodian for Andrew Taylor’s account to purchase $350,000
worth of shares/mits in Apogee GBC 2008. Id. at 133. It is dated September 29, 2008, and has
Andrew Taylor’s purported signature on it Jd.

47.  Defendant introduced imoevidnncemmhmhipuniteaﬁﬁcazesim&pogu GBC
2008 listing Plaintiffs as owners of the units, Def.'s ex. H. Plaintiffs testified they hed not seen
these certificates, Andrew Taylor testified he would have expected Defeadant to hold stock
urﬁﬁmforhimandwouldmthawexpemdtomlhewﬁﬁmte&

48. AmanylmmﬂﬁedhnﬂongndthDafmdmande&deﬂddedwhem
to obtain the funds to pay for the Georgian Bank investment. Andrew Taylor suthorized the
Mﬁr%smwhmkmﬁmmﬁwmmm.mﬂbefm&mandMﬁwhsddjmaﬁon
about whea to transfer the fitnds,

11
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C. The Calling of the Loan and Start of Litigation

49. On July 10, 2009, Plaintiffs each received notices regarding approximately
$14,000 in iterest due on a loan from Georgian Bank. According to her testimony, Neomi
Taylor sent an email to Dofendant inquiring about the matter because she did not believe they
had a loan with Georgian Bank. Defendant responded that Plaintiffs should not have gotten the
notice, that he would take care of it, and that they should not worry. The specific emails were
not introduced into evidence,

50.  Defendant testified tho mistake in Plaintiffs* receiving the past due notice on the
Georgian Bank loan was that Apogee GBC 2008 had not made the payment on the loan when it
was due, not that Plaintiffs received notice about the missed payment.

51.  On August 17, 2009, Andrew Taylor emailed a list of items Plaintiffs wanted to
discuss with Defendant and Maher at their next meeting. One of the items on the list is “{u]pdate
on Georgian Bank: 2nd Quarter report. We would also like to be reminded of reason for the past
due notices sent to me and Naomi for $14,000 each.™ Def's ex. K, pp. 171-72; see also Def.'s
ex. L.

52,  Because Plaintiffs each received a past dus notice from Georgian Bank regarding
8 $5 million loan, they believed their exposure was $10 million.

53.  On August 20, 2009, Defendant met with Plaintiffs. Neomi Taylor testified that
at this meeting, Defendant informed Plaintiffs the notices were regarding a loan related to the
Georgian Bank stock purchase. He also informed Plaintiffs they had signed guarantees on a $5
million loan. Plaintiffs were imawars before this meeting that they had purportedly signed
guarantees,

12
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34.  There still appeared to be some confusion regarding the Plaintiffs* risk related to
the loan, asaﬁerlh&meeﬁng,Anmeaylorsautaumilda&edAuMZﬂ.m, to Defendant:

Sinca leaving your office I haven't been able to think of anything but the
Georgian Bank. It would be very painful but we can survive loging a million
doﬂars;bauhupzcywouldbedmm' Neomi and I were reviewing the past
duse notices from Georgian Bank, They state that we are each Guarantors of loans
of $5,032,049 or total loans exceeding 10 million dollars for both of us.. We
thought our risk was limited to our $950,000 investment and did not knowingly
borrow any money or sign any loan agreament. What is the total debt and how
did the bank determine that we owed 10 million dollars?

1 assume we had copies of the forms we signed but I can't find them. Can
you send us copies of those forms and copies of the loan agreement with the bank
8o that we can get a better understanding of our risk? PL's ex. 15,

55.  Defendant responded to Andrew Taylor with Naomi Taylor and Peter Maher
copied on the email:

Tip, my apologies es I may have overstated the matter from a “technical”
The TOTAL loan is only $5 million remaining. NOT per person as
you have inferred below. So, in the doomsday scenario thefy] “could™ go after
ONEpmonfor!homﬁmamommdmtthSmﬂﬁonisp&id,mmelmis
Liable. NOT go after everybody “each” for $5 million. Some people are smaller,
mdmewpbﬁab!amhmofszﬂnﬁuhmﬁqdd-mm Itisa
smnﬂrisktnyouandﬂmmj,lhuly[sic]feelvuymnﬂ.mlmigbthwa
overstated the true risk.
I'monmywymmnave'sﬁimiso[l]‘llwritemmh:.e:...butnor
remotely near what you are thinking. Sorry to have overstated. We have seen so
muchamienm[sic]thhpmyear&mmelhamiﬂionwﬁﬂwoniuma...But
aslm!dywhavemyl.coo%mnminnmtyoumwon'tbaimpamdheit&e
$950k or anything else, As I said . . . po more “family” deals :-). PL's ex. 15
(omissions in original). _

56. DufendmtsmtamondmpomwoulyAMTuylon

Tip, P.S. And I wanted to write just you beck since T don't want you to
wony.butlamsezimabomtheﬁwnhatl'umahmyoutwomnotﬁnpacted
on the investment. You have my personal commitment to that forever. All
indimﬁmam!hin[g]swﬂlworkomandwewﬂlsetmtnvmmback
“eventually” . . . or at least & good part of it, I know as you said you were looking
foraguoddaalmmaknagmdmm...hn:mgmﬂlmhismmthhglgutyw
two!nto(lhcinveshnen:pim)mﬂldﬁn‘twm:tomyouhncnnyﬁ:hghuedon
your fhith/trust in ms. Our word is all we have at tho end of the day, so that is
important to mo, nebmkhmdmdjramdmspﬂtupmeloau}mdmkepmple
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off ... I wish I had just got that done befare today. I have been more worried
about the investment hit than anything for you two, but it is something we can
overcame, but I can camry that piece and am reconciled to such if the ultimate
“remots” cceurs,

People think I am crazy for committing such, I just think it is the right
thing to do.

Make sanse? Def's ex. M, p. 183 (omissions in original),

57.  Andrew Taylor replied:

We are very relieved to hear that the total debt is only $5 million. Naomi
and I locked carefully at the bills from the Georgian Bank when we got homs,
We each got a separato bill from the bank for the interest on a § million dollar
loan so we assumed that a much larger loan package had been subdivided and our
proportion (however that was calculated) was 5 million each. Apparently, the
Bank was billing each of us separately for the full amount of the loan, not very
thoughtful management.

You did recommend the bank stock but we also thought it would be a very
good investment; we could have said “no thanks.” I wanted Peter to be more
aggressive with stock purchases after our previous meeting than he was probably
inclined to .be; the stock market could have gone down instead of up.
Unfortunately, the opportunity to invest in Georgian Bank came just after I had
the $950,000 settlement with Reinke and it presented the opportunity to get rich
quick and pay off that debt so 1 invested much more in Georgian Bank than I
probably would have under different circumstances.” - You aren’t responsible for
my desirs to get rich quick.

Anyway, we will proceed with our plans to refinance our house,

Thanks for the followup; we do feel better. Def.’s ex. M, p. 183.

58. Naomi Taylor testified she was not aware of anyone obligated on the loan who
was worth $30 million or worth anything the lender could collect against and that as it turned
out, Plaintiffs were the “low-hanging fruit "

59.  Naomi Taylor testified she would not have invested money in the Georgian Bank
stock if she knew Defendant had no other clients buying the stoclk.

" The settlement Andrew Taylor references in this email related to litigation involving the
dissolution of a real estats partnership and is unrelated to this adversary proceeding for the most
part. Based on this email, the outcome of that litigation was a factor in Andrew Taylor's
decision to participate in the Georgian Bank investment. In addition, Defendant argued that
Andrew Taylor’s participation in a business entity whose sole purpose was to hold real estats
suggested that Andrew Taylor understood the logic behind having Apoges GBC 2008 own the
Georgian Bank stock.
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60.  Defendant testified that aside from about $1,000 ke put into the transaction,
Plaintiffs were the only people who put money into the transaction.

6l.  Defendant testified that Taylor Fairman did not have assets to pay a $5 million
loan and that Fairman acquired no ownership interest in Apogee GBC 2008,

62. The person purportedly worth S."!Omillionrefermeedﬁ:ll)efmdm's initial
fesponse to Andrew Taylor with Naomi Taylor and PmMahwmpiedmml&ely Timothy
Winder. Winder was not worth $30 million.

63.  OnSeptember 10, 2009, Androw Taylor emailed Defendant:

64.  Defendant never responded with the decumentation Androw Taylor requested in
the August 20, 2009 email and the September 10, 2009 email,
65.  Defendant responded to Andrew Taylor's September 10th email:

I‘[il“:p...wagotonaauheoﬁiubdayaaweﬂ...lﬂ:inkthcyjnstsend
them to everyone, Iammrkb:gdnuughmcmwalvdthmabukmmdthey
ngaﬂowhgm(ApngeemdAmFﬂeﬂs)tombsﬂmum
ontlmloau,mthax’sgaodnm Womaﬂﬂeaﬂysmsavdm&mtwo
wmpmmhmmmhmm...bmuwowhlemﬂwomhmy

scenario—for all of us as | have ecmmimdtoyonsuysformoommsnding the
investment, Asforﬂwlcanimelfmmnllpaidupmdetmulmdasdimmd
when we meet [sic] it would probably bo the end of September before we had the
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whole thing refinanced. I'm providing the bank financials, etc, on the
replacement guarantors (Apogee & Fidelis) so it will bo a couple of weeks until
that is done and they can give us a decision.

. Il keep you updated and as always if you have any questions please ask.
We are carrying the worry and I em sorry you guys are having to worry as well
(as it's counter to what our job is as we are supposed to keep you out [of] things
you would have to worry about) . . . but as always we will weather this and all
that I/we have will stand behind making sure you two are unscathed, Def.'s ex.
M, p. lSD(ﬁ:st.seoond.thkd.fomh.ﬁﬂh.mdmmhomissiominoﬁsinﬂ].

66.  Andrew Taylor replied:

Thanks for getting back to us. We all thought the investment was good at
the time, Probably $100,000 would have been a more reasonsble investment for
me but I was greedy and wanted to quickly make enough money to pay off the
$750,000 debt that my lawsuit gencrated® Even if the bank fails and I lose the
$500,000, we consider it an investment in your current and future companies and
you can wait until you have your first 20 million before you womy about
replecing it.

On the other hand, we really want to be off the loan, 1 know you said that
Apogee and ATS Fidelis can repay the $5,000,000 but what if the purchaser of a
foiled Georgian Bank wanted all its money now. Naomi and I have assets that can
be liquidated. I don’t know what Apogee and ATS Fidelis have and I'm not sure
the purchaser would caro where the monsy came from. In my lawsuit, Reinke
wanted his $950,000; he didn’t care where I gotit. I hope the refinance can be
resolved before I leave for Nepal Oct 3. Def.’s ex. M, p. 188,

67. Defendant emailed Plaintiffs again on September 23, 2009:

Don't mean to alanm you, but wanted you to know thet a FedEx package
from the lawyers at the bank will be at your homo address tonight. It was
something they sent out to everyons, so we all got it. 1 have met with the two
bankers this afternoon that were cc'd on the letter and I had a rather direct
conversation with them as to the options. Although they are willing to work with
me on the renewal thoy have their “process” and this is just part of protecting their
Interests. These are different bankers than we were dealing with 6 months ago
and before . . . go they don't fully understand the totality of our relationship with
the bank and frankly given the change of control with Gordon leaving and their
fear that Georgian will be taken over . . . ] am not sure they are in a position to do
much from a relationship perspective.

There are two issues here:

® This is another reference to the litigation in which Andrew Taylor was involved related
to the dissolution of a real estate partnership.
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1. Value of Stock. Duatod:aﬁ'uknmsoftbobukemploymlmt
[sicjwithtoday...ﬂwmspwmlhnvaﬁorthamckindfandme
nwmaaemmtwnddngmehankomofd:hpmblemmm«m
Aswenllhnvudimudlkmwwewmaﬂhopingﬁuaumym
unom'invmnt,bulﬂ:hisaﬁusom!ﬁnglmmmendwandas
pmmisedwilldonﬂltomahthatu;:myau. It is not good for us
all...bntmwﬂldowhn:wchsvumdntoommit.

2 ImMy#lcomiamgetyoumooﬁ‘thelommuewﬂhm
rmewal(atﬁwrgianmwhmardummvaitasdhwmedhelow.)
mmlmmmmmmlmdersmdingofwhymmu release you
mmhnwmobjxﬂomdwmllymvdththmnpmuah...so
that is good news, I just have to get the bank to do s0 as well,

course of 8 2 reieasa the davior's: My efforts have beea in
preserve their business and
lheequitywaa!ll:wainﬂemg!m This week alone we placed a new $1 million

dﬂ!hgwim——ehoalmmmodmmdshmMantAﬂmﬁc
cnﬂingthe&aﬁmmofthsbankmmismommbmheduleamesﬁnsvd&hlm
ASAP, The client though(t] they would be VERY interested in talking and said I
might as well start at the top,

Ialsohaveacaninmhﬁ.helasweuforhisadvim[ﬁc]m
recommendation as to where we can move the loan, He knows our business, the
relaﬁonnblpswnbdnsmhasalolofﬁimdsinlheindmﬁy...sothalwmm
more people to the Hst to talk with,

As[]mnthuopﬂon...mofmcﬁmminmenaﬁmlhvmm
banknrformn-industry out of NYC. She knows players on a pationa] level that
would be available to take this on for us,

Wemaumrkingonthismd!apoloniznmhnsin&ingeduponthntwu
of you,
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Call me and ] am happy to talk or come meet you tonight or any time that

is convenient. PL's ex. 16 (omissions in original).

68.

At some point between July and September of 2009, Plaintiffs each received a $5

million demand letter from Georgian Bank on the loan.

69.

hOctnbar2009,PlahﬁﬁhadreminedImﬂsCotnnsslheirlegalwmelmd

wers investigating Defondant and considering legal action. On October 1, 2009, Defendant

emailed Plaintiffs and David Pemberton:

David, thank you for this email. The fact that you addressed it to

“Family” is why this situstion destroys mo inside, As we have discussed many
times, family is the people you surround yourself with and the people you admire,
caro about and would do anything in the world for. You are my “family” because
ingoodpmtduatnd:isﬁxnﬁly-lmbound[aic}wabothshm.ﬁ.dimisnsmﬂ
because of the dedication I see between the two of you and she is more of a sister
to me than I could ever imagine, and your children are like my own. Tip and
Naomi are by association introduced the same to me . . , but as people, parents
and professionals they are “soles” that I admire and although I've.nover been
comfortable/comfortable around as family as I am with you and Adiua, they are
people that are closer.to ms than any family I know, They are your “real”
fm;fl:mfpnm...butmymbothmypambnmxy. PI's ex. 18 (omissions in
original),

Dafendm:alwmwsmmamailmmaoﬂymhammﬁfylheﬁmﬁmhﬂnwsh

wnﬁnninstodnwlophishusinmmbutﬂm‘iﬂauh[mhm]dmwhathuismmto

do, it is hopeless and [he) might as well not go to work tomorrow and let the chips fall where

they may.” Jd. He further writes that “if {Cohan] had one bit of counsel as to what [he] should

dototalmullth.ison{him]salfmpmtectﬂmnylmandhnw[hc]aoulddgnawayand

personally indemmnify the Taylors for the rest of [his] life . . . that would be fine.” /d. (omission

in original). Finally, he states that he “had successful meetings with two banks so far, and [he

hm]morescheduled...bmnocnaisgoinsmwanttomlktnustfl.ouisisontﬁﬂnslawsdts."

Id. (omission in original).
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70.  On October 2, 2009, Defendant seat another email to Plaintiffs expressing
concems about Cohan’s investigation and describing Defendant’s efforts and plans to resolve the
situation with the loan. P1.’s ex. 9.

71, msmzm.ﬁmgiuﬂankmcbsedbythoﬂwm Department of
Banking and Finance, and the Federal Deposit Insurance Corporation (“FDIC-R") was appointed
a8 its receiver, FDIC-R entered inwmwmndﬂ:FﬁmCiﬂunsBankandTmtcompauy
(“First Citizens") under which First Citizens acquired cortain assets and lisbilities of Georgian
mnhimhﬂughno&sandguammaﬁsmindﬁm

72.  On October lS.ZOW.FthiﬁmﬁlodsnacﬂoninmoominFiﬂwn
County, Georgin agatust Davis, Andrew Taylor, Neomi Taylor, 1842 Capital, Timothy Winder,
deayhrFahnmmhnsmammhowadmdw!&ammnnAsummum On
August 20, 2010, after First Citizens re-conveyed the notes and guarantees at fssue to FDIC-R
and FDIC-R was substituted ag the plaintiff, FDIC-R removed the case to the United States
District Court for Northem District of Georgia (the “FDIC-R action™).

3. On November 28, 2011, Plaintiffs were dismissed without prejudice from the
FDIC-R action.

74.  While Plaintiffs have not been found liable in the FDIC-R action, Andrew Taylor
testified Plaintiffs paid legal feeuand“mmousmhs”tndeﬁndingmmicn action for
over two years,

75, On October 19, 2009, Plairtiffs filed suit against Defendant and others in Fulton
County, Georgia (“Fulton County action”), Plaintiffs assert the filing of the Fulton County
action occurred before they were served in the FDIC-R action.
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76.  Defendant sent on email to Plaintiffs on October 29, 2009. The subject of the
email was “THE LATEST FROM LOUIS—STOP IT OR 1 QUIT:"

1 AM DONE unless this does not stop with Louis. I and everybody elss in
the world (related to me or not) received the attached and I just saw this myself 15
minutes ago. I have stepped up to taks the total hit on this situation; 1 have
focused solely on doing what will pratect you but every 2 minutes I am attacked
by Louis. Everything he does jeopardizes ANY ability for me to #1 get a loan to
settle with the bank and #2 get the bank to settle. - ALL [ seem to be doing is
dealing with Louis end his bullf] . . . so either he STOPS or I STOP.

We are making great progress #1 dealing with the issue with the bank, as
well as #2 finding a lender to loan me the monsy . . . the ONLY 2 important
things in this world . . . but Louis has distracted EVERYONE on my team and
every business partner I have that is helping me (and thus YOU) out of this mess,
My friends care about you because they know I care about you . . . but I am not
asking them to keep helping me if you do not have Louis STOP immediately.
You can love him and trust him all you want . . . well let him help YOU when I
quit becanse I have nothing of valus if you keep suing me. Then YOU will be the
only people the bank will have to go after. You win. .. but YOU LOSE!!

Hero is my requirement as you have left mo with NO options:

L Withdraw the lawsuit without prejudice and re-file if this matter is

not cleared up by January 1, OR

2, 1 quit and you are on your own.

I don’t care anymore and can live with either route you want to take , .,
but I cannot do what MUST be done with Louis destroying every ability I have to
raise money and distracting overyons helping mse with this matter.

Let me know by Spm tomomrow as [ QUIT otherwise. PL's ex. 20
(omissions in original).

77.  The following day Defendant sent a further email to Plaintiffs, stating in

s. WORST OF ALL . . . Luis {sic] has requested all bank info for
which I have signatory autkority. This drags in every client/association I have that
has nothing to do with this. I will not let this happen becauss I am working on the
bank situation, so I will turn 100% of my attention to fighting Louis. It is insane
what he is asking for and the unrelated people end business entities e is dragging
into this without cause. Get ready, these people are going to go after/sue YOU for
this overreaching invasion of privacy and I will help them do that full timel!t

6.  Iamin discussions daily with the Chairman and/or CEQ/President
of TWO privately held local banks to get the monsy to SETTLE this issue with
the bank. Iam NOT going to continue this course with Louis doing what he is
doing. 1 will QUIT and focus 100% on Louis and defending my friends and




cllautsthathavaNOTHINGmdnwilhihisﬁm...sopic.kwhatyoummmeto
do.

ooﬂatomiandeash...bmlsmNUrsoinsweonﬂnue!hiswﬂhLmﬂsdoing
whatheiadotnstoDESI‘ROYAposen. Iwon‘ldskmyﬁieadmg;!ughin
blminminbApugeeasthcﬁmisdmggodﬂmushthamd. I will tell
EVERYONBmaoworkﬁ:rhimmdApogeowiﬂbowonhZBRD...thmlhve
mmdwngﬂmhnlpmdhawbdeﬂudlhﬁabankhyyome&lll

lmmumy&mﬂy.ﬂimdsudcﬁm...deAREMymm
mmmhelpmmtyoumwhmadetﬁnmtﬂﬂsmym“m
pmnnnﬂy...hnlﬁth&weaﬁneka[hanNOopﬁonsanﬂnowhweNOgum
mymmmdmlmutﬁsaopsycnmonyourm You aro bringing it on

yoursclves at this point, 50 good luck, I have A LOT of people that care about ma
bmemwm_mlmmmmmw&ulwodddnmemfwm

David,myoneinwhazhnppened-goodhadmdnsly...andhwcniedtodothe

smdnplhingandgctusnl!outofthisatmypemnajdaﬁmmt...hnyouhnw

what, wamaﬂaﬂultsandifynnmnﬂabomamnﬂngmmdpmtuﬁng

yourself , . . I will be tooll] lmN(}rguingmuymbephelp{ngmm

msma...wmmdwwonmmlqmomm Pl'aex. 21,

pp.2-3(allomis&innsueeptformﬁﬁhminuﬁglml).

78.  On November 20, 2009, Plaintiffs wlwydinmimedthsl“nlm:muntyecﬁon
without prejudice. Naomi Taylor testified Plaintiffs dismissed the Fulton County action because
sho felt overwhelmed and because Pemberton and Defendant wanted the lawsuit cut of the
equation so the situation perhaps could be resolved through other means,

79.  After the situation was not resolved through other means, Plaintiffs filed what
they have described as a renewal of the Fulton County eetion in Cobb County, Georgia in April

2010 (“Cobb County action”). See Ga. Codo Ann. § 9-2-61(a).
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80.  Subsequeatly, Defendant moved to South Carolina and filed bankruptcy under
chapter 7. Defendant's bankruptey filing stayed the Cobb County action.

81,  When Plaintiffs began alleging Deferidant forged documents, Defendant testified
he essentially quit working and closed his businesses. He testified all of his assets were illiquid
businesses, and he “shut everything down, and [he) was done.”

82.  Defendant has filed a lawsuit against Plaintiffs in the United States District Court
for the District of South Carolina, Defendant served Plaintiffs with that lawsuit while they were
in the courtroom waiting for the trial in this case to start.

83. Defendant asked Naomi Taylor whether she was aware that the Cobb County
action, Defendant's bankruptey, and his lawsuit against Plaintiffs would be over if Plaintiffa had
not objected to his discharge.

84.  Dofondant also intreduced a question by stating everything could have been over
when Plaiutiffs were dismissed from the FDIC-R action and asked Naomi Taylor why she did
not retire then. Naomi Taylor responded Defendant would have stolen $950,000 from Plaintiffs,
that is not right, and they could not just dismiss that,

85.  Naomi Taylor testified that if Plaintiffs hed known everything they should have
lnown about the Qeorgian Bank stock purchase, including that she and her husband were the
only people actually providing money for the stock and that their names were on a $5 million
guarantes, they would not have made the investment.

86.  Dofendant asked Andrew Taylor whether his decision to invest in the Georgian
Bank stock would have changed if he had full information about the transaction. Andrew Taylor
responded: “It would have helped enormously if you had said Tip and Naomi you are not buying
one single share of Georgian Bank stock, let me repeat it, not one single share of Georgian Bank
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stock. Imgoh:gtopulynmmnncyinaahelleompmy.andIamgoingtotaknthatammyom
of that shell company for my own expenses.” If Defendant had said that, Andrew Taylor
indicatedhewnuldnoihsvepardcipawdinthefmmm
D. The Alleged Forgeries

87. Plaintiffs deny signing guarantees for the $5 million loan and assert their
signatures were forged on the guarantees dated May 2008 and August 2008,

88, Dcfmdmappwﬂmbehdfof?hinﬁ&awhmobmiﬁng&sloan&om
thgimBankandpmvidedPhInﬂm'ﬁnmchlinfnmaﬁanmobIninthalm

89, Dmdmmﬁﬁm&olmwmws%rmmnmksmkmhiaidmmd
hawastheonh(pwaonwhaapproadwdﬂwrsimmnkabommelm

90.  Defendant testified that aside from about $1,000 he put into the transaction,
Plaintiffs were the only people who actually put money into the transaction,

1. Phhﬁﬂhdidmtmudmormlkmcw@mnmkmmmﬁmﬁm
obtaining the loan,

92, AndszaylortesﬁﬁedhowusinEumpolnlheAlpswithhis daughter and a
friend on August 29, 2008,

93, AndmwTsy!ortesﬁﬁedNanmiTaylwwmmtinAﬂmm,Gwﬁaoanw.
Zﬂos.hnwasinmﬂmnﬂeorgiawi:hhwdaughm.

94.  Neomi Taylor denies ever agreeing to borrow money to purchase the Georgian
Bank stock.

95.  Andrew Taylor testified thers wers discussions about borrowing money to invest
intheGeorgisnBankmck, but he m&nmuywwbemofalmmpmmm
stock. Whmhslaterﬁulmdm:tthmﬂghthe!mllﬂ:mailthatalomminvolved,mmw
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Taylurmﬁﬁedhadidnc:quasﬂonm&ndnm'stakingomlheloanbemusaheh'ustad
Defendant’s decision that using a loan was the best way to complete the transaction.

96. In the Juns 11th email, Defendant stated:

We had to go aheed and close the purchase on May 30th (using a loan from the

bank in order to close it fast as you know), 80 we will end up having to “bill"

folks a small/proportional ghare of their intarest calculated from 5/30 to the time

they deposit their purchase price into the account 80 we can pay down the loan.

Wemelsoasﬁngpeopletosian(wixhus)forlhei:purﬁonof&mnotusnsisn

of good faith. PL’s ex. 7, pp. 124-25.
chlsomtethat“[i]nanycasa...Peturpasaadalougthasignedwﬁes_sowcwmsctmat
moving ASAP to stop the ‘clock ticking’ on the interest part . . . and we should have the IRA
portion done in the next 3 or 4 weeks once Fidelity approves everything.” Id. (omissions in
original),

97.  Dofendant testified there was nover any discussion about peopls involved in the
inveannentmdloannnlybdngHah!nmﬁxeloanfarﬂ:drpmﬂmofthsdeom!annmkmck
purchase, i.e. Plaintiffs would be lisble for $1 million until they paid for their $1 million
investment.

98.  Defendant asked Andrew Taylor whether e handwriting expert had reviewed the
purported signatures of Plaintiffs on the May 2008 and August 2008 guarantees. Andrew Taylor
responded that a handwriting expert, Mr. Camey, reviewed their signatures. When Defeadant
asked about Camey’s opinion, Andrew Taylor testified that Camey's opinion was what appear to
be Andrew Taylor’s signatures on both the May 2008 and August 2008 guarantees were

gimulations. When Defendant asked about Camsy’s opinion with respect to Naomi Taylor's
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purported signatures, Andrew Taylor testified Cammey’s opinion, with the highest confidence,
waswhﬂappmmbehwﬁmonbnﬂ:mmwmﬁ:rsaiu?

99 In responding to First Citizens® First Requests for Admission in the FDIC-R
action, Andrew Taylor indicated ho exccuted the May 2008 and August 2008 guarantees. Def's
Q. mmamdaﬁzmwofammmmmmmmmmm‘raylormted:

indimhdtbmlhadmam(thhmmﬁunwmrdnﬁwedbyadmnd
!emlmdved&umceomiannanknlsomﬁngtﬁmlbadcxecmdlﬁa
Commercial Guaranties), An.hol:ime.ltmledbwis(he was my son-in-law's
beatﬁimdandhadbmmyﬁnandsiadvisurfurthepwmmlmm).bmm
mpiesofdommlhadpmpomdlyslsnedsdmdmmpmhmofﬂwrsian
Bank stock bed been provided to ms,
Thismistakcnnsmpﬁonmalsotha.bnsisﬁormﬂmhmy

ldidmtminemadgnsmmm%mmmﬂmmnﬁmpﬂorm
edmitting their genuineness, lnumdbaﬁs,hadmmmwmpectapomﬁd
forgery and never doubted Davis' affirmations that I hed executed the
Commercial Guaranties, , , , :

Swmmmmhﬁﬁmﬁcmlhmmmmmmmvm
dommminordammudmmmhmmmdimmqum The
damﬂedh&rmﬁmlbemhd&mm&ninsﬁnmof&hlﬂimonhdm

® Prior to trial, Plaintiffy indicated they would offer Camey's testimony via deposition,
Dofaadmﬁ!edamoﬁontomdndoﬁnmyﬁnmmmringﬂum a motion for a protective
order regarding Plaintiffs® notice of depasition of Brian Camey, a motion to reconsider the
Court’s Order denying his request for a protective onder, and a motion to exclude Carney’s
hsﬂmonybuoduulhaahmoeoﬂou]ecmdfor?hinﬁmu&may‘sdapoﬁﬁm The Court
denied the motion for a protective order before trial, These other motions are now deemed moot
bmmPlninﬁmzdidmtn&‘erCaznoynsawitnmatlﬂnIaraai:thathisdepodﬁonbeadmiued
into evidence. Given Defendant's vigm-nuwppooitimto(hneyboingaﬂowedmusﬁﬁymﬁa!
and?laiuﬁﬂ's'decislnnaottooﬂh-histcsﬁmny. theC.cu.ltwillmHumisewh}'DOﬁndant
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to question the basic assumptions I had previously held regarding the underlying
transactions,

Specifically, a few weeks after serving my responses to the Requests for
Admission, our attomey, Louis Cohan, called from the bank where he was
inspecting the original loen file, Mr. Cohan esked if we knew thero were
guarantics in both May and August of 2008, My Wife and I had never heard that
before, and we were certain we did not sign two sets of guaranties. At the ime of
my faulty admissions, I was unaware there were two guaranties allegedly
executed on two separate dates. 1 thought the use of the pluml “guaranties™
referred to the guaranty allegedly signed by me and the guaranty allegedly signed
by my Wife in May of 2008,

Mr. Cohan asked if I signed any guaranty with a felt tip pen as it appeared
one of the guaranties had been signod with same. 1was sure I had not signed any
guaranty with a felt-tip pen. Mr. Cohan sent us copies of the Commercial
Guaranties, told us where to locate the dates and instructed us to carefully review
them.

Upon further inspection of the Commercial Quaranties, I noticed my
purported signature on the May guaranty didn't even match my purported
signature on the August guaranty. Based on discovery of .a second set of
guaranties, the fct that I was out of the country when the second guaranty was
purportedly signed, and my careful review of the signatures, I then knew for
certain that I had not signed the Commercial Guarantios.

I did not executs the Commercial Guaranties. My previous responses in
which I admitted executing the Commercial Guaranties, or previous submissions
to this Court in which I indicated [ executed the Commercial Guaranties, were
emoneous end based purely on my mistaken aessumption (fostered by the
consistent and unequivocal affirmations of Davis) that the Commercial Guaranties
were included in the various documents I signed at Davis® request related to the
purchase of the Georgian Bank stock (an assumption that was reinforced by the
demand letter from Georgian Bank indicating that [ had executed the Commercial
Guaranties), Jd.

160. The May 2008 and August 2008 guarantees Andrew Taylor purportedly signed
were included with a demand letter Georgian Bank sent prior to the filing of the FDIC-R action.

101, Andrew Taylor testified it mever occurred to him until later that Plaintiffs’
signatures were forged on the guarantees, ’
102. The court in the FDIC-R action permitted Andrew Taylor to withdraw his
admission. Although discussed at length by Plaintiffs" counsel and Defendant at trial, the order
allowing Andrew Taylor to withdraw his edmission was not offered into evidence. The Court
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mfe:mmthcordahmtoclmi&thmismlanadmissiona!lh!stimeinmotherlawmluhat
Plaintiffs executed the guarantees. i

103.  Andrew Taylor testified bo did not sign any documents between May 30, 2008,
and June 11, 2008, other than perhaps wire tranafer authorizations.

104, Defendant asked Andrew Taylor whether it was possible he forged Naomi
Taylor's signature, Andrew Taylor responded “absolutely not.”

105.  During his testimony at trial, Defendant also theorized that Andrew Taylor signed
Naomi Taylor’s name on the May 2008 guarantes,

106. Dofendant testified the sigoatures on the guarantees are nowhere near Neomi
Taylor’s actual signature,

107.  During & deposition in the FDIC-R action, Plaintiffs’ attorney asked Defendant
whether ho signed Plaintiffy’ mwmuwzmmmmsmmm without
their authorization, whether he mk&eh&ymshmmwcmmnmkmmeit
to!endssuﬂﬂion,mﬂwhetharhchooklhaAugusumbmsummtoindtmﬁwrgim
Bank to renew the $5 million loan, Defmdantammdtﬁsl’iﬂhl&mendminmpommm
of these questions. When asked at the deposition whether he was asserting the Fifth Ameadment
to avoid incriminating himsolf, Defondant asserted the Fifth Amendmeont in response."

108. Defondant asserted the Fifth Amendment in response to these questions based on
the edvice of counsel,

'°NaomiTaylaralsoadu&t!edtocxmﬁngihom:easintha!’DIC-Ramionandm
allowed to withdraw her admission. Dofmdmldidmlqnﬁﬁonhuahnuhumqmm
wi&dmwhwndmimimwhmohwnﬁduvhhmponofhummmwidmm

" The Fifth Amendment of the United States ion provides that “[njo person . . .
shaﬂbewmpeﬂedinauycdmha!mtobeaﬁhmngahmhimsel{"
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109. In the May 30th email, Defendant wrote: “Just a quick heads up that we are
working diligently to close the first part of the stock deal today. I may have some documents for
you guys to sign . . . if possible today . . . or over the weekend if we are all tied up today. You
guys around???” PL's ex. 7, p. 118 (omissions in original).

110. Defendant testified the documents to which he elluded in the May 30th email
were the guaranties and because the loan olosed on May 29th, the guarantees needed to be
provided to the bank on May 30th, if possible, but tio later than the following Monday, which
was Junse 2, 2008.

111, Defendmtesﬁﬁa;dhehadsomsemaﬂsinﬂimﬁnsthemmmeeswmmkmm
Georgian Bank on Monday, June 2, 2008, These emails were not introduced into evidence,

112, Defendant testified that someone between May 29, 2008 and June 2, 2008
physically brought the May 2008 guarantees to Plaintiffs for their signatures, but he did not
know who or when. He testified that he or Peter Maher could have been the person who brought
the guarantees to Plaintiffs and that, aside from fax or email, this was the customary menner in
which documents were provided to Plaintiffs. He knew the guarantees were brought to Plaintiffs
between these dates because the guarantees had to be given to Georgian Bank on June 2, 2008,
He speculated the guarantees were taken to Plaintiffs at the same time as the wire transfer
authorization forms contained in Defendant’s exhibits I and J because there is no evidence the
wire transfer authorizations were emailed or faxed to Plaintiffs.

113. Defendant testified he does not know who signed tho guarantees that have
Plaintiffs’ purported signatures on them.

114. Defendant testified he does not kmow how the August 2008 guarantees were
provided to Plaintiffs for their purported signatures or when the guarantees were signed.
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E. The $950,000

115, Plaintiffs paid $950,000.00 to Apogee GBC 2008 for their portion of the Qeorgian
Bank stock investment, mmamdswmmmmamuenczmwas:so.m
wire transfer from Naomi Taylor's Fidslity account on June 13, 2008; a $200,000 wire transfer
from Naomi Taylor’s Fidelity account on June 23, 2008; a $150,000 wire transfer from Andrew
Taylor’s Fidelity account on June 23, 2008; a $350,000 wire transfer from Andrew Taylor’s
Fidelity account on October 7, 2008; a $60,000 check from Naomi Taylor dated October 13,
2008; and a $40,000 check from Naomi Taylor dated October 13, 2008. See PL’s ex, 13, pp. 8,
10; Def."s exs. 1, J.

116, Defmdammmhhis.lmllthmaﬂlba:“wevdﬂeuduphavingm'bﬂl'follm
amdupmpmwmmormmmmmmmommmmdwm&
purchase price into the account 80 we can pay down tho Joan” and that “Peter passed along the
aisnudwhusnwawillgmﬂmmnvin.gASAPtomptbe‘clock ticking’ on the interest part.”
Pl'sex. 7, pp. 124-25,

117. On April 5, 2010, Dofendant sent the following email to Mark Lefkow with
Shannan Collier copied:

TheWachwinHELOC[Homa Bquityﬂnaof&ndit]mondﬁaﬁmis
oompletundthoattschadmﬂmaﬂkmmdonmthaxmm

mkncmocmmmmuwmmzm 1t is obvious
howwthum.mﬁnnswmttocitherpayﬂwmhnnmkmmmwfmdm
1842Capim1!oan...orwmmmyselﬁ’ﬂwbnsinmcs.

Tkuviswpimlinthabminm...andthehmﬂonis\vmduwnuldh
myhghﬂfofﬂzeh&mmmtaﬁwwmmvmybmimhwwﬂd

havaeasﬂyeonﬁnmdwmtheothahulfoftba interest payments uatil the bank
stock sold . . . Winder then gets his balf upon sale of the stock, I get my allocable

L attached the Winder interest agreement to refresh your memory. PL’s ex.
13, p. 1 (omissions in original).
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Defendant acknowledged sending this email during his testimony at trial Defendant
acmwledgedp:epa:insmeWnchnvia}mlﬂCmoncﬂiaﬁonthmismfamedh:hlsmﬂand
part of Plainfiffs’ exhibit 13, Additionally, Defendant admitted to preparing the RBC HELOC
reconciliation that is referenced in this email and part of Plaintiffs’ exhibit 13.
118. On April 5, 2010, Defendant sent another email to Lefkow with Collier copied:
I am tracking down the status of the $950,000. I am getting the bank to
provide me with copies of the checks . , . should have within 24 to 48 hours.
You can see paymeats TO the Apoges GBC 2008, LLC Wachovia eccount
and the payments OUT of the account. | won't know until I get the check copics
exactly where 1 wrote those checks to. BUT, they were likely cither to my
personal RBC HELOC (Home Equity Line of Credit) or my personal Wachovia
HELOC.
Ialsusaveynnamundﬁaﬁmofﬁuintmﬂpaymmsmceomiu
They total $248,853.40.
80, 1 have $700,000 that is “somewhere.” 1 am having the RBC and
Wachovia HELOC reconciled to ses where I wrote monies from those account tco
[sic] . . . but it would be either my personal accounts or to one of the companies.
I'll have more info for you directly. PL's ex. 13, p. 7 (omissions in
original).
Defendant edmitted that he sent this email and that the email was sent to trace where the
$950,000 Plaintiffs paid to Apoges GBC 2008 went. Defendant admitted during his testimony
that he commingled the funds with his personal accounts. Defendant testified to preparing a
spreadsheot that is page 8 of Plaintiffs’ exhibit E. Defendant stated the spreadsheet was an
attempt to trace the $950,000 and was a reconciliation of Apoges GBC 2008’s Wachovia bank
account. The spreadsheet shows the $950,000 from Plaintiffs going into the account and
numerous checks written on the aceount ranging in dollar amounts from $30,063 to $160,000.
Defendant states in the sbove email the checks were likely to his personal RBC HELOC or
personal Wachovia HELOC. Defendant also indicated he prepared paga!loi‘ Plaintiffs* exhibit

E,whichisamoneﬂinﬁonofﬂmSﬁ&SﬁSAOinMpaymmﬂontheﬁmBanklm
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referenced in the email, Additlonally, Defendant stated he prepared page 10 of Plaintiffs’ exhibit
E, which is a timeline of when Apogee GBC 2008 received funds from Plaintiffs,

119. Dafudnmadnﬁuedmdtngnﬂ:&dmﬂmApﬂls, 2010, to Lefkow with
Collier copied:

Attached is a reconciliation of all interest paymeats made on the 1842

Cepital, LLC loan.

Un&mmamlylm&a&mpaymmﬁtmmdompmnalammas
opposed to having an 1842 Capital, LLC checking account.

Total interest payments were $248,853.40,

Big picture, $950,000 less $250,000 of interest payments = $700,000.

That remaining $700,000 is/were commingled with other personal funds of mine

and used in the various businesses (Apoges or the construction companies). I'll

send you the RBC HELOC and Wachovia HELCO (sic] reconciliations, but they

8et very confusing, PL'sex. 13, p. 13.

120, Defendant testified to transferring funds from the RBC HELOC to his personal
checking account. He testified the same occurred with respect to the Wachovia HELOC,

121, TheR.BCHELOCmeomﬂhﬁonahowsaJulyﬁ, 2008 transaction, which is a
$20,000 withdrawal to “Fidelis” Defendant testified “Fidelis” was ATS Fidelis. The
reconcilintion also shows a December 19, 2008 transaction, which is a $30,000 withdrawal to
“AFO.” Defendant testified “AFO” was Apogee Family Office. The reconciliation shows a July
24, 2008 transaction, which is a $35,000 withdrawal to “ATS.” Dofendant testified “ATS™ was

ATS Fidelis or ATS Electric.? PL’s ex. 13, p.5.

'? Plaintiffs’ exhibit 13 was admitted through the testimony of Shannan Collier, who
testified via deposition at trial. Collier was Defendant's attornoy for a period of time. Defendant
objected to Collier’s testimony on grounds of attomey-client privilege. The Court overruled this
objecﬁonandfounddzupﬁvilfguwaivedbawdonanmnndmdmymiow.tohnis&hm
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122. With everything that was occurring with his businesses, Defendant testified the
last thing he would be strategizing about is how to take $950,000 from Plaintiffs. Defendant also
stated he has lost “a ton more than the $950,000" and does “pot care about $950,000.”

CONCLUSIONS OF LAW
Plaintiffs assert Defendant owes a debt to them that is nondischargeable under 11 U.S.C.

§§ 523(a}(2)(A), (8)(4), and (a)(6). A central purpose of the Bankruptcy Code “is to provide a
mme&mbywﬂ&c&hhsnlmdc&ommmm&a&k&mhmvd&w
creditors, and enjoy ‘a new oppertunity in life with a clear field for future effort, unhampered by
the pressure and discouragement of preexisting debt.'” Grogan v. Garner, 498 U.S. 279, 286
(1991) (quoting Local Loan Co. v. Hunt, 292 U.S, 234, 244 (1934)). However, the Banknuptcy
Codo “limits the opportunity for a completely unencumbered new beginning to the ‘honest but
wnfortunate debtor.”” Id, at 286-87 (quoting Hunt, 292 U.S. at 244). Section 523(s) of the
Bankruptcy Codo sets forth certain kinds of obligations that Congress deems to be
nondischargeable. /d. at 280-81.

As the party asserting a debt owed to them is nondischargeable, Plaintiffs bear the burden
of proof, which is by a preponderance of the evideace. /d. at 291. In addressing exceptions to
discharge, courts “traditionally interpret the exceptions narrowly to protect the purpose of
providing debtors a fresh start” but “are equally concemed with ensuring that perpetrators of
fraud are not allowed to hide behind the skirts of the Bankruptcy Code.” Foley & Lardner v.

and may attend discovery proceedings.”). Defendant also objected on this basis at the
deposition. The Court does not find that Collier’s testimony should be excluded based on the
absence of Plaintiffs* local counsel at her deposition. In addition, even if the Court had excluded
Collier's testimony based on the absence of local counsel or the attorney-client privilege, the
Court’s conclusions in this Order would be the same because of Defendant’s testimony regarding
Plaintiffs’ exhibit 13 and what he did with the $950,000.
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Biondo (In re Blondo), 180 F.3d 126, 130 (4tk Cir. 1999). Given that section 523(a) is worded in
the digjunctive, Plaintiffy only need to prove the epplicability of one of its subsections, See 11
US.C. § 523(a).

A.11USC,. § 523(a)(2)(A)

Under 11 US.C. § 523(a)(2)(A), debts “for mongy, property, services, or an extension,
mamhgofmgmmmobmﬁw...mpmaﬁm
representation, or actual frand, other than a statement respecting the deblor’s or an insider’s
financial condition™ are not dischargeablo. “[Flalse pretenses, a false representation, or actual
frmud” ere “common-law terms, and . . , thoy imply elemeats that the common law has defied
them to include.” Field'v, Mans, 516 USS, 59, 69 (1995). At the time section 523(a)(2)(A) was
emscwdin1973mdmw.“&omlwiddyampmddisﬂlhﬁonofmammmhwofmmwm
the Restatement (Second) of Torts (1976), published shortly before Congress passed tho [1978
Bankruptey Reform] Act” Jd at 70, Lﬂcewise.thel?othirwithssmfwmdwthc
Rﬁtamuindeﬁlﬁngwomdﬁmdzdmmimupmsmﬂmmdmrdmmwmﬂm
section 523(s)(2)(A), a plaintiff must establish five elements: “(1) that the debtor made a
representation; (2) that at the time the repmsanlaﬁonmmndn,thadebmrkmwilwasﬁﬂsc;m
that the debtor made thefnlseteprasentat!mwiththehlmﬁonofda&mdingthecmdiim; (4) that
the creditor justifiably relfed upon the representation; and (5) that the creditor was damaged ag
the proximate result of the false representation.” Lind Waldock & Co, v, Morehead, | Fed.
Appx. 104, 107 (4th Cir. 2001) (citing Biondo, 180 F.3d at 134; MBNA Am. v, Simos (In re
Simas), 209 B.R. 188, 191 (Bankr. M.D.N.C. 1997)). Courts within the Fourth Circuit and other
cﬁmﬁmhwehdd!hat“anﬂmpmmﬂoncccmwhmfmdamewumdm:debmﬁra
specific purpose, and the debtor has 60 intention of using the money for that purpose.” Elrod v,
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Bowden (In re Bowden), 326 B.R. 62, 83 (Bankr, ED. Va. 2005) (citing cases); see also In re
Sheridan, 57 F.3d 627, 635 (7th Cir. 1995) (*We have held that when a creditor eatrusts the
debtorwlthmoneymusufnraepeciﬁcpmpomauﬂlhndahmhmnoinmﬁonofusingitinlhnt
mamu,amianpmmmﬁoneﬁmuponwhichadshtmbehddnondiscbmgmbla In other
words.pmofthatmodebmwapmthcmoneywwmﬂmemwdpnrpnseallomecounto
infer the requisite intent.” (citing Merchants Nat'l Bank & Trust Co. of Indianapolls v. Pappas
(In re Pappas), 661 F.2d 82, 86 (7th Cir. 1981)).
1, False representation
Budonmeeﬁdmwmmm&mﬁmmme.dablmrmﬂammm
Plaintiffs is nondischargeable under section 523(a}2)(A) based both on 8 false representation
and a false pretense. Fi:st.wid:respecttoaﬁlsarepmmmﬁon,nafendmmadaa
wpmmmﬁoninthelumllﬂ:mﬂinwhichhemwdz
Weha.t!tosonhmﬂsndciosathepmchauonMaym&l(usima!mﬁumﬂm
bankinordutoclosaitinstnsywknnw).mmwﬂlonduphavi.ngm“biﬂ”
fonssamaﬂipmpcxﬁona!ahmofﬂmirinmwlcu!ntedﬁommOm&em
ﬁleydapositmelrpmchmpﬂcainwtheamunlsowacanpaydownthalm
Wemalsoasldngpmpletoaign(withua}forﬂmirporﬁunoftbonoheasasign
of good faith. PL’sex. 7, pp. 124-25.
Haalsov.mhlﬁiamnﬂthsl“{ﬂnnnym...Pewrpnssedalougthcsiguedwinssowuriu
getthatmovinsASAPmsmptha'clockﬁcldns‘onthninmstpan...mdweshmldhnvathe
IRA portion done in the next 3 or 4 weeks once Fidelity approves everything.” Id. (omissions in
original). At the time he made this representation, Deferdant knew it was false. Defendant
testified he appeared on behalf of Plaintiffs when obtaining the loan from Georgian Bank and
provided Plaintiffs’ financial information to obtain the loan. He did this even though Plaintiffs
never gave him express authorization to obtain the loan. Defendant also testified the loan to

mnchasethsﬂwrgimnankmmideamdkswasmnoﬂypmwhoappmhedemm
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Bank about the loan, ﬁmﬁfom,nefnndamkncwnsapwoﬂhehhyZOOSmw,he.Faimnn,
mdﬁmposedly?hhﬁﬂswmﬂmmformewhoiasswlﬁonlm Yet, he

smalljproportional share of their iterest calculated from 530 to the time they deposit thoir
pnmhusapdcaimothaamnnt”sohampaydmtholoanand“swpme‘dockﬁcldns'onlhe
interest part.” The evidenco clearly shows Defendant used approximately $250,000 of the
SDSO.MmeﬁdedbyPlainﬁﬁ'swpayintmmlhemﬁmss million loan, not just Plaintiffs’
portion of the loan. Pl's ex, 13. The remaining $700,000 was commingled in Defendant's
wmmmmw&rﬂsbuﬁnmwpmwm d. In sum, the Court finds
MDe&ndamlmawd:ammnmmhhisImlllhmﬂaboutPiatnﬁﬂ‘s’linbﬂityonthaMay
2008lnanandabouthowhammingbuse?lsinﬁﬁ'muneywm&lmmmdmhémde
:hnsmlmeumandtbathahadmintanﬁontousa?lnhﬁﬂh’mmeyﬁldmmmmhuindiwedin
the email, See Bowden, 326 B.R. at 83,
m&mnhaﬁmwatmﬁudammdame&hemmﬁminﬂwlmlllhmaﬂ
withﬁelmnﬁonofdoﬁaudhgl’hinﬁﬁa “Bmusedkwmfofintmt(ie..mdebm’am
ofm.ind)isneeﬂyimpom{blntoobmin,thecmditormypmmtwidmceoﬂhemundhg
circumstances from which intent may be inferred.” Caspers v. Van Horne (In re Van Horne),
823 F.2d 1285, 1288 (8th Cir. 1987), abrogated on other grounds, Grogan, 498 U.S. at 291,
MhmhwﬁmuhmeummnmmdhgmmﬁmatMmmpmna
ﬂndhgﬂﬂfmdmximmdedmde&nudPhhﬁﬂhwhenhcmdemwhﬁsJuellth
email. Asminiu‘.almannr,hodidnntmdmﬁmdapmvidcdhy?hinﬁﬁinﬂwmmer
represented in the email, lmleaﬂ,heused&eﬁmda&rhhpmnalmses.hisbmhm
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and for interest on the entire $5 million loan while Plaintiffs remained guarantors on the loan
even though they paid $950,000 toward their $1 million investment. He also misrepresented
Plaintiffs’ potential liability on the loan, which he structured less than two weeks before the June
11th email. At 8 minimum, Defendant’s statements regarding Plaintiffs’ potential liability
constitute false representations that he recklessly made and on which he kuew or should have
known Plaintiffs wonld rely and from which “intent to deceive may logically be inferred.”
Household Fin. Corp. v. Kahler (In re Kahler), 187 BR. 508, 513 (Bankr, E.D. Va. 1995). In
addition, out of the four people who purportedly guaranteed the May 2008 note, Plaintiffs wero
the cnly ones with assets sufficient to pay a $5 million loan.”® Defendant admitted Fairman did
not have assets to cover a $5 million loan, and there is no indication Defendant hed assets to
cover a $5 million loan. It is improbable Georgian Bank would have agreed to such a loan
without guarantors who could cover the loan. Therefore, Defendant needed Plaintiffs’
guarantees in order to obtain the oan to purchase the Georgian Bank stock. Defendant used the
guarantees Plaintiffa purportedly signed in May 2008 to leverage a loan to benefit himself and
others, While he paid no actual money for the stock, aside from perhaps $1,000, Defendant
testified $1.5 million of the stock would be allocated to the Apogee Companies, and undoubtedly
he and others within those companies would expect to see a return on that $1.5 million worth of
stock.' In the end, Defendsnt structused a $5 million loan that benefited himself and others and
tlm:hnd!'laintiffsasgummnford:emummlof&almmﬁonghﬁebanoﬂy
benefited them to the extent of their $1 million investment and even though they intended to pay

13 The same is true of the August 2008 note.
' In en email to Lefiow, Defendant stated he expected to sec a retum on $1.5 million.
See PL’s ex. 13, p. 3. It is, thus, unclear whether $1.5 million of the stock was allocated to
himself or the Apogee Compenies, Rogardless, he expected to see a significant retumn on the
transaction,
16
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for their investment and did so to the extent of $950,000. Defendant provides no credible
explanation for structuring the transaction in this fushion other than simply stating there was no
discussion about ouly having people liable on the loan for the amount of their investment until
they paid for their investment,'* He also provides no credible explanation for why he used the
$950,000 for a purpose other than that for which it was given to him. See Bowden, 326 B.R. at
87 F[O}mamdiwrhasmvidedchmsmﬁalwuwgivingﬂwtomiam“debm
mmzwmmehfamubymakinsmmppomﬂassmﬁom of honest intent™), That
Dofendant may have believed in May and June of 2008 that the odds of Georgian Bank failing
and the guarantees being enforced were “1 in a million"” and an “insane scenario of events” does
not negate this Court’s finding that he scted with fraudulent intent. See P.'s ex. 15, 16; see also
Murray v. Nassbridges (In re Nassbridges), 434 BR. 573, 588-89 (Bankr. CD. Cal. 2010)
(*Debtor took the Murrays® money on one set of assumptions and then invested it under an
entirely different set. Even professional gamblers may think they are sophisticated or nimble
enough to beat the house every time, but they only have the right to lose their own money, not
other peoples’ money absent clear and informed consent to play the game.™); Dubois v, Lindsley
(In re Lindsley), 388 BR. 661, 669 (Bankr. D. Md. 2008) (“Viewed through that prism, the
Court finds that Debtor's representation and subsequent actions establish that he took Plaintiffs*

purportedly
sisnndbyﬂ&hﬁﬁshﬂwxﬁmhnkmindmekh!md%mﬂﬁmmdmmmssmﬂﬁm
loan. “Inacivﬂpmceeding,aﬁcl—ﬁmieriacnﬁdedmdmwadvmeinﬁmuces&oma
defendant’s invocation of the privilege against self incrimination.” €Plus Tech,, Inc. v. Aboud,

asserting Fifth Amendment would belp Plaintiffs, Bvea without drawing this adverse inference
88 impeaching Defendant's testimony at trial, the Court finds ample evidence of intent,
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property through subterfuge and secrecy with the intent (and hope) that his scheme would remain
undiscovered.”).

Further evidence of Defendant's fraudulent intent exists in what transpired after Juns 11,
2008, Plaintiffs” purported signatures appear on guarantees dated August 29, 2008, Andrew
Taylor testified that he was in Europe in the Alps with his daughter and a friend on August 29,
2008, and that Naomi Taylor was in southem Georgia with her daughter. Again, Defendant
provides no credible explanation for why he would structure a transaction under which Plaintiffs
are guarantors of a $5 million note when their investment was only $1 million, particularly
considering that by August 2008, Plaintiffs had paid $500,000 toward thair investment and were
in the process of paying the rest. See Def’s ex. I, J; PL"s ex. 13, pp. 8, 10.

Additional evidenca of Defendant’s intent to dofraud Plaintiffs is contained in his
comnunications with them after they reccived past due notices about the loan and afier he told
them they had signed guamntees on the loan at their August 20, 2009 meeting. Andrew Taylor
requested documentation regarding the loan in emails dated August 20, 2009 and September 10,
2009. See PL's ex. 15; Dof.'s ex. M, p. 189, Defendant never personally responded with this
documentation, although Plaintiffs received copies of the guarantees thoy purportedly signed
with the demand letter sent by the bank. In his emails to Plaintiffs following the August 20th
meeting, Defendant repeatedly indicated his desire that they rely on him to protect their interests
and to obtain their release from potential liability on the loan. In doing so, he acknowledged
Plaintiffs should not have been guarantors on the loan. See PL.’s ex. 16. He reacted angrily when
Plaintiffs retained legal counsel to protect their intereats and to investigate Defendant’s actions,
including threatening to quit and leave Plaintiffs on their own unless they withdrew the Fulton
County action against him without prefudics and wait to re-file until after January 1, 2010, if the
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matter was not resolved by then. PL’s ex. 20. In his October 30, 2009 email, he makes several
hostile statements, including “{g]et ready, these people are going to go after/sue YOU for this
overreaching invasion of privacy and I will help them do that full timelll™ and “I will ell
EVERYONEwgowmkfoﬁaﬁimdDofmdmmmhhlmwdinmmgﬁsbuﬁmwiﬂ:
Apogu]andApogaowﬂlbewchERO...thuslhavemumdyungetmhalpandhawtn
deal with the bank by yourselfill” PL's ex. 21, PP- 23 (omission in original), Indeed,
Defendant’s emails during this time casily can be characterized as attempting to intimidate
Plaintiﬁ'nintomlyinsonbe&nmuomlwﬂ:uimﬁonmhu-thanrglyhgonthei:ammm
Plaintiffs largely complied with Defendant's demands, dismissed the Fulton County eaction
widmup:ejudioa,andth:nraﬁladﬂmir!awsuitnsnimDeﬁndantincnbbcomxyinAmﬂ
2010. Defendant still did what ho threatened, as he testified that he stopped operating the
Apogee Companies and essentially bankrupted himself.

The Court finds that Plaintiffs justifiably relied upon Defendant’s representations in the
Juge 1ith email. Thmiamcwdfbleeﬂdmu?hﬁui&sigmdthammsmz\ugunms
guarantees, and Defendant himself agreed the signatures on the guerantees are nowhere near
Naomi Taylor’s actual signature. Additionally, the Court finds Andrew Taylor's explanation in
his affidavit in support of his request to withdraw his admissions in the FDIC-R action credible.'®
See Def.’s ex. Q. Plaintiffs thus did not know there were gusrantees with their purported

' Although the order in the FDIC-R action ellowing Plaintiffs’ to withdrsw their
admissions was never introduced into evidenco, both parties described the order at length,
including that it expressed suspicion about Plaintiffs’ vequest. However, the court ultimately
granted Plaintiffs' motion to withdraw their admissions. Furthermore, this Court's finding of
credibility in Andrew Taylors explanation is after a complets trinl on the merits during which
Plaintiffs and Defendant testified whereas the order in the FDIC-R action was at an interlocutory
stage of that proceeding. Additionally, the fact that Naomi Taylor also initislly admitted to
executing the guarantees in the FDIC-R action suggests that Plaintiffs did not review their
signatures closely before responding to the requests for admission, given that everyone,
including Defendant, appears to agree that the signatures on the guarantees are not hers.
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signatures on them at the time Defendant sent the June 11th email. As a result, Plaintiffs were
justified in relying upon Defendant’s statement suggesting that their liability on the loan used to
close the transaction quickly was limited to the $1 million they agreed to invest and that the
money they paid for the investment would be used to pay off their postion of the loan.
Moreover, while the wire transfer authorizations with Plaintiffs’ signatures on them have a June
7, 2008 date printed at the top, they are accompanied by fax transmittal shests with transmittal
dates of June 13, 2008, or June 23, 2008. Def.’s ex. I, J. Defendant testified these transmittal
dates represent the dates the Apogee Companies sent the wire transfer authorizations to Fidelity
to have the finds transferred from Fidelity to Apoges GBC 2008, Defendants' own
reconciliations of funds received by Apogee GBC 2008 show a $150,000 wire transfer on behalf
of Naomi Taylor from Fidelity on Juns 13, 2008; a $200,000 wire transfer on behalf of Naomi
Taylor from Fidelity on June 23, 2008; and a $150,000 wire transfer on behalf of Andrew Taylor
from Fidelity on June 23, 2008, PL's ex. 13, pp. 8, 10, Therefore, if Defendant had truthfully
stated in the June 11th email that Plaintiffs were guaranteeing the entire $5 million loan and that
he was going to use the money they paid for the Georgian Bank stock investment for his
businesses and personal expenses, Plaintiffs could have taken action to atop Fidelity from
transferring funds to Apogee GBC 2008 before the transfers occurred. Instead, Plaintiffs took no
action to protect themselves and were unaware of their purported guarantees of a $5 million loan
until August 2009.

2 False pretense

Section 523(a)(2}(A) excepts from discharge debts for money to the extent obtained not
only by false representations but also by false pretenses, “A false representation is an express
misrepresentation, while a false pretense refers to an implied misrepresentation or ‘conduct
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intended to create and foster a false impression.™? Nat'l Bank of N. Am. v. Newmark (In re
Newmark), 20 B.R. 842, 854 (Bankr. ED.N.Y. 1982) (quoting H.C. Prange Co. v. Schnore (In re
Schnore), 13 B.R, 249, 251 (Bankr, W.D. Wis. 1981)). Thus, “[flalse pretenses do not
necessarily require overt misrepresentations, Instead, omisgions or a failure to disclose on the
mofmedebmrmmﬁmmiwmmﬁmwhmlhsc&cwwmmh that
omisﬁmor&ﬂmmdischuma&mmwmchiahmhymedebmn“ Haeske
v. Arlington (In re Arlington), 192 B.R. 494, 498 (Bankr. N.D. IIL 1996) (citing Peterson v,
Bozzano (In re Bozzano), 173 B.R. 990, 993 (Bankr, M.D.N.C. 1994), abrogated on other
grounds, Cohen v. de la Cruz, 523 US. 213 (1998)); see Fleming v. Gordon (In re Gordon), 491
B.R. 691 (Bankr, D. Md. 2013); Lindsley, 388 B.R. at 669; O'Connor, CPO, Inc. v. Booker (Un
re Booker), 165 B.R. 164, 169 (Bankr. M.DN.C. 1994); Nash-Bone v. Ramey (/n re Ramey), 454
B.R. 640, 645-46 (Bankr. E.D. Va. 20] 1); Bowden, 326 B.R. at 82-83; Kendrick v. Pleasants (In
re Pleasants), 231 B.R. 893, 897-98 (Bankr, E.D. Va. 1999); sez also Bearden . Jackson (In re
Bearden), 382 B.R. 911, 920 (Bankr. D.S.C. 2008) (“Furthermore, a false pretense requires some
intentional act, either by affirmative represeatation or silence (with knowledge of the fuct), on
the part of the Debtor.”). Within the confines of the Restatement (Second) of Torts, this
duaipuonorwhammﬁtmaa&memmﬁndsmpmmm&mssoudm. Most
applicable here, section 551 provides that “[o}ne who fuils to disclose to another o fuct that he

" As for the term “ectual fraud” tn section 523(a)(2)(A), “tho logislative history of
secﬁunﬂ!(a]{!}(&)indimthatmam...wasinmdedindmtaecﬂon.mtwmndor
do&e&ummxofﬁmds&mmism&nmnhopmﬁonnfmmmww
st&mbmhclmifymdemphnﬁulheﬁmmmoﬂydebmmulﬁnsﬁom&mdinMdedw
deceivo.orﬁmdainvelvingmmlwpimdqmmn-dimhargeabie,audnot debts resulting from
constructive fraud or fraud implied in law.” FCC Nat'l Bank v, Gilmore (In re Gilmore), 221
B.R. 864, 871 (Bankr. N.D. Ala. 1998). As ona court has stated, “[t}he term ‘actual fraud’ in
section Sn(nM)(A)hmeptmmhdemmcﬁvcﬁmdﬁomlhemﬁon of the statute,
mdmdmtsinceﬂdmmmmmordcﬁmmym@ﬂoracﬁﬁtyhtmmlom
mmmwwormwmm'mhammmmmw" Id
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knows may justifiably induce the other to ect or refrain from acting in a business transaction is
gubject to the same liability to the other as though he had represented the nonexistence of the
matter that he has failed to disclose, if, but only if, he is under a duty to the other to exercise
reagonable care to disclose the matter in question.™® Restatement (Second) of Torts § 551
(1977); see also AT&T Universal Card Serv, v. Mercer (In re Mercer), 246 F.3d 391, 404 (5th
Cir. 2001); Cidbank (S.D.), NA, v. Eashai (In re Eashai), 87 F.3d 1082, 1089 (9th Cir, 1996);
Van Horne, 823 F.2d st 1288; Demerdfian v. Thompson (In re Thompson), 354 BR. 174, 179 n.4
(Bankr, ED. Tenn. 2006); FCC Nat'l Bank v. Gilmore (In re Gilmore), 221 B.R, 864, 872
(Bankr, N.D. Ala, 1998). Section 551 lists a number of matters a party to a business transaction
is under a duty to exercise reasonable care to disclose to the other party before the transaction is
consummated: .
(a) matters known to him that the other is entitled to know because of a fiduciary
or other gimilar relation of trust and confidence between them; and
(b) matters known to him that he knows to be necessary to prevent his partial or
ambiguous statement of the facts from being misleading; and
(c) subsequently acquired information that he knows will make untrue or
misleading a previous representation thet when made was true or believed to
be s0; and .
(d) the falsity of a representation not made with the expectation that it would be
acted upon, if he subsequently leams that the other is about to act in reliance
upon it in a trensaction with him; and
(e) facts basic to the transaction, if he knows that the other is about to enter into it
under a mistake as to them, and that the other, because of the relationship
between them, the customs of the trade or other cbjective circumstances,
would reasonably expect a disclosure of those faets,
Id.
As an initial matter, Defendant was a fiduciary of Plaintiffs during the events in question

under Georgia law. See Ga. Code Ann. § 23-2-58 (“Any relationship shall be deemed

1% Section 550 deals with situations whers “{oJue party to a transaction . . . by
concealment or other action intentionally prevents the other from acquiring material
information.” Restatement (Second) of Torts § 550 (1977).
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confidential, whether arising from nature, created by law, or resulting from contracts, where one
pa:tyissosimnwdummhnawmﬂhgmﬂumewwmawltwmmmof
another or where, from a similar relationship of mutual confidence, the law requires the utmost
good faith, such as tho relationship botween partners, principal and agent, etc.”). Defendant
prepared a will for Plaintiffa while he was at Stillpoint, ‘The Apogee Companies had access to
Plaintiffs’ financial sccounts and could pay bills from those accounts with Plaintiffy’
authorization. Apogee also had sccess to Plaintiffs® IRA accounts and could withdraw fees for
Apogee's services from those accounts with Plaintiffs’ suthorization, Plaintiffs repeatedly
teaﬁﬁadtheyuusmdnefmdaminm'dngmeirdecisinnmmves:hmomnm
Mmmgnmgmmmmmmmmmyzl,msmn. See PL's ex. 2, pp. 70-
71. Petbaps most indicative of a fiduciary relationship is the fact that Defendant testified ke
appeared on Plaintiffs’ bd:alfwhmubntnhsthaloanﬁ'omﬂemxim&nkmdmvidad
Phhﬁﬁn'ﬁnandﬂhﬁmﬂmwimomﬂam&m'mmme&upmmﬁmﬁmmm
a loan to purchase the stock. Plninﬁﬂhnsvermmwid:orspnkawi!hﬂmginnmnkin
connection with obtaining the loan. Further evidence of a fiduciary relationship exista in
Defendant's Septenber 2009 emails describing Plaintiffs as “family,” see PL’s ex. 16, 18, and in
Dﬁmﬂmmmging?hinﬁﬁhinhisﬁuguﬂthcugh%bammwmlymhﬁnw
resolve the situation with the loan, lndoed,?lalnﬁm'mhlbafcudmmsosrmlhatm
didno:objmttnhhnusinga!nantopmchmthaﬁemaﬁnﬁmkshxkevmthoughthqnww
mmamwmmmmmmmwmywimdmwmmmm
sisnedslm!eesanhnirmeﬁnginAuguatZDOQ.onlytnmalizelatwﬁmyhadnotaisncd
guarentees, Consequently, the Court finds Defendant's relationship with Plaintiffs was such that
there was a duty to speak. See Restatement (Second) of Torts § 551,
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The Court concludes that Plaintiffs® agreement to participate in the Georgian Bank stock
purchase was the result of Defendant fostering a false impression by failing to discloss a fact that
he knew may justifinbly induce Plaintiffs to act or refrain from acting. The false impression was
that Plaintiffs’ risk was limited to the $1 million they agreed to invest, that their ligbility on the
loan used to purchase their investment was limited to the amount needed to purchase their share
of the stock, and that their liability on the loan would decrease as they paid for their investment.
Defendant never disclosed to Plaintiffs that as part of the transaction they were guaranteeing a $5
million loan. Defendant’s testimony that someone at sometime between May 29, 2008 and June
2, 2008 brought the guarantees to Plaintiffs for their signatures lacks credibility.'® Defendant
was not sure whether he brought the guarantess to Plaintiffs. Consequently, out of the witnesses
who testified at trial, Plaintiffs were the only people with personal knowledge of whether
someons brought them guarantees to sign, and they deny signing any guarantees. In addition, the
notion that the guarantees were taken to and signed by Plaintiffs between May 29th and June 2d,
thus making them aware they were gusranteeing a $5 million loan, is inconsistent with
Defendant’s statements in his June 11th email. Defendant states in this email that “we will end
up having to “bill® folks a small/proportional share of their interest calculated from 5/30 to the
time they deposit their purchase price into the account 8o we can pay down the loan™ and “we are
also asking people to sign (with us) for their portion of the note as a sign of good faith.” PL's ex.
7, pp. 124-25. The email is written in a manner to foster Plaintif’s belief that they were only
obligors on a loan to the extent of their $1 million allocable share of the stock and only until they
paid for the stock. If $5 million guarentees were taken to Plaintiffs between May 29th and June

" It is questionable anyway whether simply sending someone fo cbtain Plaintiffs’
signatures on $5 million guarantees when their investment was only $1 million constitutes
exercising reasonable care to disclose the matter in question. See Restatement (Second) of Torts
§ 551.
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2dforthaﬁ'aimmmasmfendamnmmwhydidhemah&amtanmmfonhhmn
Juns 11th email, including that people were only being asked to sign “for their portion of the
nots as a sign of good faith.” Further, Defendant'’s suggestion that Plaintiffs being guarantors on
thamﬁ:oSSudﬂion!mwuuﬂsomabig,inmmmimkelachnnﬁhﬂity.”

As for the other elements of 11 US.C. § 523(a)(2)(A), the Court finds Defendant created
a false impression with intent to deceive for the same reasons discussed in connestion with the
fnherep:mmﬁombaﬁndantmdaintchm 11th email and based on the inconsistency
between the June llmmﬂmwmdmt‘sm&mnymmngtmmwmmkmm
Plaintiffs for their sigoatures, The Court also finds Plaintiffs were justified in belioving
Defendant would disclose important details of the transaction to them, including that they would
be guamntors of a $5 million loan,

3. Damage as the proximate result of the false representation and  false pretense

The final element of section 523(2)(2)(A) is that Plaintiffs must have suffered damage as
!hepmximawmullofthaﬁalumpmaumﬁnnor&lum Dafandnn:mwudform:umy
J'udsmmtpﬁortoﬂﬂmdﬁrjﬁgmmnamaﬂaofhwatmmmatﬂmﬂmrgim
Bank stock was worthless once the banlk failed, meaning Plaintiffs still would have lost $950,000
even if he used the funds to purchase the stock. However, the Court finds that Plaintiffy did
su&‘erdnmagc.potonﬁallyinc!udingbutnotlin:itedwl!mwso,wﬂﬂmypaidemeGBC

% The timeline of the transaction also woighs against the credibility of Defendant’s
testimony, anandamhxdieamlnthal\v{ayimhmdlmllthemaﬂl!mdmcloaingoﬁham
pmhmmnedonhhymzoos.whiehmggms mmcwnumwyedlhemkmAposeo
GBC 2008 on that date, See also Def's ex. C. It seems unlikely the seller would have
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2008, which Defendant used for interest on the eatire $5 million loan, for his businesses, and for
his personal expenses®' See Cohen, 523 U.S. at 223 (“In short, the text of § 523(a)(2)(A), the
meaning of parallel provisions in the statute, the historical pedigres of the fraud exception, and
the general policy underlying the exceptions to discharge all support our conclugion that ‘any
debt . . . for money, property, services, or , . . credit, to the extent obtained by" fraud
encompasses any liability arising from money, property, etc., that is fraudulently obtained,
including treblo damages, attorney’s fees, and other relief that may exceed the value obtained by
the debtor."(omissions in original)). Plaintiffs testified they would not have participated in the
investment in Georgian Bank if they had known about the $5 million guarantees and hed known
Defendant would use their $950,000 for his businesses and personal expenses. If Defendant had
made disclosures and been truthful to Plaintiffs about these matters, Plaintiffs would not have
participated in the investment or transferred $950,000. Similarly, if Defendant had been truthful
in the June 11th email, Plaintiffs could have taken action to stop the transfer of funds to Apogee
GBC 2008 and notificd Georgian Bank that they had not signed guarantees for a $5 million loan,
thus taking steps to extricate themselves from the situation before having to defend a lawsuit

brought to enforcs the guarantees.”

21 The Court does not attempt in this Order to ascestain all of the damages proximately
caused by Defendant's actions. The Court merely finds that Plaintiffs were injured and suffered

g6,

2 A significant amount of the testimony at trial related to Plaintiffs’ understanding of the
role of Apogee GBC 2008 in the stock purchase, whether Pleintiffs knew Apoges GBC 2008 was
more than a temporary holding entity, and at what point Plaintiffs knew about the existence of
Apoges GBC 2008, Additionelly, Defendant sought to impeach Plaintiffs’ testimony on these
issues through various emails, including the May 22, 2008 email with the information package
attached about the Georglan Bank stock purchase, see Def’s ex. B, and affidavits filed in this
case on January 23, 2013, in which Plaintiffs make statemeunts regarding their lack of knowledge
of Apoges GBC 2008's role in the transaction and what effect full knowledge of that role would
have had on them, see Def.’s exa. V, W. In the end, the Court does not find that Plaintiffs relied
on or that any damages were proximately caused by any statements Defendant made regarding
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B. 11 US.C. § 523(a)(4)

Plaintiffs also allege the debt owed to them ig nondischargeable under 11 UscC. §
523(a)(4), which oxcepts from discharge debts “for frand or defalcation while acting in a
fiduciary capacity, embezzlement, or larceny.” “The language ‘while acting in a fiduciary
capacity’ does not qualify the word ‘embezzlement’ and therefore (8] court need not find that the
debtor was acting in a ﬁducfaqreapacityinmﬂartoholdthedahtmn-diwhnmlconlhn
grounds of embezzlement” Gribble v. Carlton (In re Carlton), 26 BR. 202, 205 (Bankr. M.D.
Tenn. 1982), “Embezzlement is geaerally defined under federal law as ‘the fraudulent
Mofmpmybyapumbwbommhpﬂpmyhmhminkusbdmhﬁnwm
hands it has lawfully come,™ Jd (quoting Moore v. Untted States, 160 U.S, 268, 269 (1895)),
“A creditor proves embmlmmtbyshnnﬁngthmhnmmdhhmmto the debtor, the
debtor appropriated the propesty for a use other than that for which it was entrusted, and the
circumstances indicate frand, Brady v. Medllister (In re Brady), 101 F.34 1165, 1173 (6th
Cir. 1996); see also Booker, 165 B.R.at171,

monmmofmmwmmdmmmpmmwm
recoiving membership units in Apoges GBC 2008 which corresponded to their portion of the
Gmrm‘mBmkm&.thaComﬁnds!haymﬂlwouldhaanrﬁdpawdhmhvmmmm
mm%ofmmqpmmmfmdanmmm

lnthenmuudcdcomplaﬁ:gﬂainﬁﬁsanesemdulhﬁr&cmalnumﬁmthu_

transferred $950,000 of Plain 'moneytolﬁsownusenndbmaﬁtnndﬁmmeof
Phinﬁﬁu‘moncymusedtopmehmawmamkmk. In the section of the amended
complaint where they plead section 523(a)(4), Plaintiffs state “embezzlement” in the heading but
do not otherwige discugs the elements of embezzlement. However, in their motion for
judmt.PIninﬁa‘scleadymguadDofmdmmbMad&drmney. Docket # 172, pp. 10-11,
Deﬁmdxmmmdhhiampomwwainﬁﬂi'umaryjudmuemmﬁm&mha“m

custody and control over any of Plaintiffs[") money at any time, EVER." Dockat # 186, p. 7.
Plainﬁft‘nalsohdicatedhlhdrpmﬁn!ord&lhatmofﬁnﬁcﬂwhhhmabmdmheﬁﬁgmd
was%ﬂhwbefmdﬂntmbczzlcdl'hintiﬂk‘ moncy. Docket # 183, p. 1. Therefore, the Court
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The Court finds thet the debt owed to Plaintiffs is nondischargeable under section
523(a)(4) based on embezzlement Plaintiffs entrusted $950,000 to Defendant with the
understanding that it would go towards paying down the loan used to purchegse Plaintiffs’ share
of the Georgian Bank stock. Defendant used the funds for interest on the entire $5 million loan,
for his businesses, and for personal expenses, Moreover, as explained in connection with the
Court’s finding of nondischargeability under section 523(a)(2)(A), the circumstances under
which Plaintiffs agreed to participate in the Qeorgian Bank stock purchase and transfer $950,000
to Apogee GBC 2008 indicate fraud. Therefors, each element of embezzlement is met, and the
debt is excepted from discharge under section 523(a){4). Given that the Court finds
embezzlement applies, it is not necessary to decide whether Defendant was acting in a fiduciary

capacity for purposes of section 523(a)(4) during the eveats in question.”

C.11 US.C, § 523(a)(6)

Plaintiffs assert they are owed a debt that is nondischargesble under 11 US.C. §
523(a)}(6), which excepta from discharge any debt “for willful and malicious injury by the debtor
to another entity o the property of another entity.” “The word ‘willful® in (a)(6) modifies the
word ‘injury,’ indicating that nondischargeability takes a deliberate or intentional infury, not
merely a deliberate or intentional act that leads to injury.” Kawaauhau v. Geiger, 523 US. 57,
61(1998). “An act is ‘malicious’ within the meanms of § $23(a)(6) if wrongful and without just
cause or excuse.” Thompson v. Myers (In re Myers), 235 B.R. 838, 842 (Bankr. D.S.C. 1998).

finds Defendant had notice that Plaintiffs were asserting the debt owed to them is
nondischargeable based on embezzlement. See also Fed. R. Civ. P. 15(b)(2); Fed. R. Bankr. P.
7015,

2 YWhile the Court finds Defendant was a fiduciary under Georgia law, a different
standard applies to determining whether someone is a fiduciary for purposes of section 523(a)(4).
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The Court finds that Debtor's conduct in misrepresenting to Plaintiffs that he would use the
funds they paid Apogee GBC 2008 lopayforthei:porﬁonofthelmuﬁﬁudmmme
GaomianBankstockandﬂmnuaingtﬁoseﬁmﬂsforMonlheenﬁre 85 million loan and for
his personal expenses while Plaintiffs remained guarantors of the loan constitutes a willfil and
malicious injury for which the resulting debt is nondischargeable under section 523(a)(6).

CONCLUSION

Atu'hl,Defcndamaatedhawmednnlmpmﬁalopinionastewhetharhehndmgagedin
any wrongful acts. The Court hopes this Order provides some guidance, Simply stated, with
respect to Defondant’s dealings with Plaintiffs described bersin and the debt related thereto,
Defendant does not fall within the category of an “‘honest but unfortunate’™ debtor for whom the
Bunkauptcy Code was enacted to provide o fresh start. Grogan, 498 US. at 286.87 (quoting
Hunt, 292 US. at 244). This Court has pot endeavored to determine the amount of the debt
Defendant owes to Plaintiffs, However, there is a nondischargeabls debt related to Defendant’s
conduct,

For the reasons set forth herein, it is therefore ORDERED that:

1. Dofendant owes Plaintiffs a debt that is nondigchargeable under 11 US.C. §§
S523(a)(2)(A), (a)(4), and (a}(6);

2. Defendant’s motion entered February 14, 2013, to exclude Camey's testimony,
deposition, transcript, and report and motion entered March 6, 2013, to reconsider this Court's
Order denying Defendant’s motion for a protective order rogarding Plaintiffs’ deposition of
Camey are moot;
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3, Defendant’s motion to exclude the trial depositions of Carney and Collier due to
absence of local South Carolina counsel entered March 14, 2013, is moot to the extent it seeks to
exclude Carney’s depogition and denied to the extent it seeks to exclude Collier’s deposition;

4, Defendant’s emergency motion to dismiss entered March 22, 2013, is denied;

S. Defendant’s motion for judgment as a matter of law because Plaintiffs suffered no
damages is denied; and

6. Defendant’s motion for judgment as a matter law on Plaintiffs’ 11 U.S.C. §
523(a)(4) cause of action because Defendant was not acting in fiduciary capacity is moot™

ANDIT IS SO ORDERED.

FILED BY THE COURT
07/26/2013

SN O

David R. Duncan
Chlef US Bankruptcy Judge
District of South Carolina

Entered: 07/28/2013

 Prior to trial, in addition to arguing Plaintiffs suffered no damages and he did not act es
a fiduciary, Defendant moved for summary judgment asserting that no debt exists because the
claims alleged in tho Cobb County action were compulsory cross-claims in the FDIC-R ection.
The Court denied the motion, and Defendant did not move for judgment as a matter of law on
this basis at trial,
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EXHIBIT K

Telruary 1, 2014

Palmetto Kids FIRST Scholarship Propran, Ine
1985 Riviera Drive, Sulte 103-126
Mount Pleasant, SC 29464

Duat Palmullo Kids First Scholarship Program, me Board of Litecion:

This leuter is to conlirm our understanding of the iems and objedtives of am Lagagemoi aigl
the nature and limitations of the servicas we will provide,

Scholarship Services, LLC (“Schalarship Services”) will provide » wn nkey busiiess managumen
solution for Pahmnelto Kids FIRST Scliolasship Progam, Inc. {"Palmouin Kids FINST"). Those
services will Include, but are not hmited to, the felluvang.

1. Pravide informattannl and educauonal support seivices for donors, scholarship
reciplents/parents, and schools = to include printed materials.

2 Manage reccipt and deposit of dunations and camimunicnte as needed with donors.

% Coordination of vulunteer services, vendm avanagement, mail managnent, and bill
payment services lor Palinelo Kuds FIRST (such expenses of Palmelto Kids FIRST to
be reimbursed as billed),

EN Manage the public website, 1 acebook page and any ather saclal o1 clectranke media
for Patmetio Kids FINST,

5. Estabhish and maintain an accountng system and provide applicable linancial reports
for Palmetio Kids FIRST and its Board os nocessiry and requestied by the 8oard.

6. Prepare anitual tax returns and uthet applicable IRS or Stote of South Carolina 1ax
filings.

-8 Manage the South Carolina tax credil process and communicate with Donors, the
South Carolina Departnient ol Revenue, Educatlon Oversigit  Committec,
Department of Education and Sucrelary of State as necessary

8. Any other services as are deemed necsssary Lo manage the back ulfice operations of
Palmeltto Kids FIRST,

Notwithstanding the forgoinp, Schulaishp Servires will specilically not provide lagal, audi,
lobbylng or doner sollcitation services 1o Palmetto Kids FIRST. Servicus may be provided
mnternally by Schotarship Services, or by third parties as solely selectod by Schalarship Sarvicos
and as may be prasented a5 a reimbursable expense.

Pursuant to the terms of the Educational Ciedit (o1 Exceptionnl Needs Childran (*ECENC") [or
any fulure South Caraling or federal tax credit legislotion to which Palmetio Kids FIRS1 moy
participate), Scholarship Services agrees wo discount its fees and weimbuisoble oxpunses so that
the administeative expenses lexcluding scholnrship grants) of Palmetio kids FIRST do not exceod
live percent (536) {or other appliceble lugrslatve maximum) ol ds annual contributlons and
revenue for a particular year. Feos are due and payahle upon presentment of an involce ta the

Schglyrship Sewvices, LLC | 1283 Rovivea Weewy, Suge (08 120 | &1 Db araen S MMG2 | 813101 ROVS {shan)
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Traasurer of Palmetto Kids FIRST by Scholuship Services, Payment of such foes shall be
cxpressly authorized by the freasurer,

This engagemant shall b effective as of Febriany 1, 2014,

We apprediate the opportunity (o be of servite to you and Palmetio Kids FIRST and beolieve this
leller accurately summarizes the sipnificant terms of oin vngagement, I you have any
questions, ploase let us know. If you apren with the teems of nur angagomoent as deseribed in
this letter, please sign below.

Dust Regards,

SCHOLARSHIP SERVICES, LLC
CWfe )
(e { il
ST

Olga |, Lisinska, Menuger

Responsa:

This lewtar correctly sets forth the understanding of Palmetto Kids FIRST St hnlaship Pragrim,
Inc. and lts Board of Dircctors as of February 1, 20)4.

Jasing,; 2

1 xtaw Jasinski, Moflier, Gnuemmﬁ!wd ol Drewtors and Presidem

David Owens, Mumber, Euwrnhlu Uuard ol Direciurs and Viee-rresident
Shown Lifrage, Member, Gﬁﬂm—ﬁam of Lirecinis and Secretory / Frensines

Seholesdops Sereneas, 110 | 1995 Bama alene L oot TUE M 0 S0 Plearain, W 29000 | 2at0g AL (i)
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EXHIBIT L

- STATE OF BOUTH CARGLINA
I-; 2450 ) DEPARTMENT OF REVENUR 3{5*;;1731:75;'
PPLICATION FOR EXCEPTIONAL '
% NEEDS Hufnasn SGHOLARSHID CRepir| |, s
Nameiv) As Bhown On Tex Ratum SaNorFEM
Watrg Addras Carttaci Porsan
[ s> WB e=2
Contaci Persan'a Tl
Gy Courdy Sty Zp wes N/A ea-
e imm!
Physica) Addoss — i
N/Aa same as mailing.addyess . S —
Steet PN Toncam
Cly Couty Sutn Zp  |Eead
) 6n adich tha (mpsyer mado & condibutivn to @ nonpmit Scholahin Pundog Orpantzetion, smountls) camirrutod, and
%ﬁm&%@hﬁ%ﬂt&mﬁwﬂm.r 9
g Ealmetto Kida FIRST Scholarship Program, Inc.
Dato of contribution  Amount contributed Nao of nonprofil Scholarehip Funding Organtzation
o H/A «2 g e N/A == == N/A «=
Dato of cantrituten  Ameund contwted Mams of nonprofit cholarship Funding Omanizstion
== N/A ~= 8-~ N/A -- ~= N/A e~ '
Date of conbibution  Amount conbribuind Nama of ronprefit Bohelarship Furding Organizatian

BPEARSAAS St a N0 00 4 A v st beaad sa el

Totel queifiod ConbRUEONS(0) « o vou 2an aunnuns

lmlmmmmammhmmwhmmmmummwmmmmhalm

T

Date Sgnatra of Tepayar

- -

Printed Name of Taxpayer or Qftoer
- N!a -

Tigo, H Agplicable

' Total for el i b
m mw.mnmwmumm Credity wil © approved on @ firet come, first sarved basls depending on

You shoul use tho quickest method svaiiabla ta yo,
4) EmsH & seannod POF of TC-8TA &mﬂ.m
,Mch@utu.ug e . wuhnnm

Fomma
S00A Outlnt Palate Bhd
Calumblo, 8C 20210

3 tBalk
oty
Catumbis, 8C 201140010

INSTRUCTIONS

mmmammmmuawmmmmmmmmmmmm o
extopiong nseds studars ha smount of the contrtbuttan, snd the aame of U qualilying nonprof scholarmh fundng erganteatian,
nomnmmmmmammmmummeuuauum ?

'rmtwmhanmmanmmmemmwmwumanmamwwm an whon

depanding
tha oppheation wes received Afor focoive approval, inchda the emound egprovad on SC1040TC o SC11207TC and sttach to
tx retum o dalm 0o ersdt e o

|
L 36563037 E_J
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Pn?mott.a Kids FIRST
Genoral Information Schotarhip g b,

A parson may claim a cred? egainst incomo or bank tax for tho amount of meney the parson contributon to a nonprofit scholarship
funding organtzation H tho contribution Is used to provida grants for tultion, trensporiation endlor texibook expenses to excaptional
nnmd'lﬂdmnnnruthdheﬂg&hmnmﬁmamhmmﬂcmwsw&dmmmﬂm

Crotit limtations

NOTE: This credit Is anscled under Temporary Budget Proviso 1.80. Uniosg the proviso Is codified or extandoed, contributions mads
ofter Juno 30, 2015 will not be efgibls for the credsit

The credit may not excoed 80% of the taxpayer's tota) tax febiBy and ls not refundabilo,

Aampnmﬂmnran!ﬂymlﬁhﬂhnMMWWr.mNmrﬂwdm«mmummmwdm
assolo of tha entity ere convoyed, aasignod, of transfarmed In the sams transaction.

Education Oversight Committes

mmmmcmmmmwmmmgmwm:ommmm
[ awﬂmmmhmmmummmwm organizations In good slonding which provide
grans,
o 0 list of approved Indspendent schoals which accopt grants for elgila students end which, In the detarmingtion of the
Commitize, are in compliance with the requiremants.

Nonprofit acholarship funding organtzations

mmmmm.mmwmummuemmmNan«MWNWamma
end-lwantemmmofhn&gﬁbMMMthﬂﬂwo&gmm

A nonprofit scholarship unding crganization may transfor funda to anothar nonprofit scholanship funding anizetion, especially in the
mmmawmuunmmmuwymmo mmwurﬂ”ﬂgwamaonmemmgﬂmammmﬂ
am transfamed by ono nonprofit schelarship funding orga to encther may be considered by the former ergontzation when
caleulating s administrative exponsos.

Ellgihls schools

mmwmmwwwﬂammmmmmmmmmw
list of efgibln schools and proposs regulations for mesting the critatia,

lammmmamWWMMmmmmmm of not more than nine
mmmmwwmotmwmmMMIMm cemmitioe
ghall provido recammendations o mmmomcmmmmwmwmmummm ar mattars
roquasied by the Education Ovarsight Conmmittan,

Except as otherwise provided, neither the Dopartmant of Education, nor the Department of Revenus, nor any other atato agency may
mmmwwmommmmwmmwmmmmm

Studenl tost scores, by categery, on nationsl achisvemant or siata standandizad tosts, or both, for all grades tosted end sdministered by
meﬂa&hmmumwmmmmumummwmm,m
hmmmmmcnmmmwﬂmmmmww

Independant school determined not to ba an efigils school saak neview 8 requost for o conteated case hearing with
A&’mmmmmhammmmmggmm Eins

The Education Ovarsight Committeo, sfter consultation with s nine-momber advisery committag, m exampt en Independent school
hmmmwmnMamcmwdmwmmmmM

3b5L201LS5
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Pu?rnctt.i Kids FIRST
L e s

Soclal Secutity Privacy Acl Disclosure

It s mandalary that you provide your soeial securily numbar on (his tax form Il you sre an Indivkual taxpayer. 42 U.S.C. 405(c)(2XC)1)
peanis @ slale o use an Indwviduals social secunty rumber as meens of Hentficabion In adminlstrason of any tax. 8C Regulaten
117-201 mandales thei any person required 1o make a relum lo the SC Departmant of Ravonus shall provide Kanlifying numbers, as
prescrded, for sucuning peopor identification. Your social security numbaris used for idsntification purposss

The Family Privecy Protection Act

Under the Family Prvacy Preteciion Adl, tha enllection of p ! informabian fram citeens by na Deparimant of Revenua ls Imded ta
{he Informatien necassary for the Departmant 1o fulfid its atnlutery dutias. In most Instances, onca this nformation is coliocied by the
Department, # Ic protected by law from public dsdosure. In those siuationa where public disdesure s not prohibited, the Family
Prvacy Protection Act prevents such information from being used by third partios for commarcial solicifation purposss.

2014 SC Tax Credits

Support special needs educalion in SC

Offer your clients fox savings and support |

K-12 special needs education of no cost, !

FINANCIAL BENEFITS;

= Federol Charitable Deduction _

100% SC Dollor-for-Dollar Tox Credit |

* No SC "add-back* - Double Dipfi! I
|

* Significan! Sovings for AMT Taxpayers

* Pay SC Taxes With LOW BASIS STOCK

§  www.palmetiokidsFIRST.org/donors
Palmetio Kids FIRST Scholorship Progrom
843-501-1842 ‘
info@palmettokidsFIRST.org
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EXHIBIT M

(Emails exchanged between September 25, 2014 and October 17, 2014)

RE: TC-57A?
DELETEREPLYREPLY ALLFORWARD
Mark as unread

Bob Thomas

Fri 10/17/2014 3:38 PM

To:

'info at Palmetto Kids FIRST' <info@palmettokidsfirstorg>;
Cc

Sylvan D. Proser;

This message was sent with high importance.

Olga,

I was able to access your version of our form through your website. We insist that you not provide a
download or other version of TC-57A, but rather that you link directly to the TC-57A application on our
website.

Bob Thomas

Tax Analyst

Research & Forms Development
SC Department of Revenue
Columbia, SC 29214-0019
(803) 898-5786

thomaro@sctax.org

From: Bob Thomas
Sent: Friday, September 26, 2014 3:59 PM
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To: 'info at Palmetto Kids FIRST'
Cc: Sylvan D. Proser
Subject: RE: TC-57A7

Olga,

We insist that you not provide a download or other version of TC-57A, but rather that you link directly to
the TC-57A appilication on our website.

Bob Thomas

Tax Analyst

Research & Forms Development
SC Department of Revenue
Columbia, SC 29214-0019
(803) 898-5786

thomaro@sctax.or:

From: info at Palmetto Kids FIRST [mailto:info@palmettokidsfirst.orq]
Sent: Friday, September 26, 2014 3:18 PM

To: Bob Thomas

Subject: Re: TC-57A?

Bob, thank you ... | was thinking there was perhaps something newer.

We are using the current (7/11/2014) form for email purposes and posted as a download on our
website. I'll update our paperless version as well over the weekend Just to be safe as well.

Anything else we can do to help, please let me know. Once we raise this final $4 miilion (or so), we
would be happy to recap on how we can improve on the process going forward (assuming legislative
renewal or permanent law). | am sure you have a lot on your plate, so we are happy to carry as much of
the burden as we practically can for you.

Thank you for all you and your team do,

Olga

On Thu, Sep 25, 2014 at 10:57 AM, Bob Thomas <THOMARO @sctax.org> wrote:
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Ms. Lisinska,

The application is HERE (www,sctax.org > Quick Links: Forms and Instructions > Tax Credits > SC SCH.
TC-57A) .

Thank you!

Bob Thomas

Tax Analyst

Research & Forms Development
SC Department of Revenue
Columbia, SC 29214-0019

803) 898-578

aro{@sctax.or

From: info at Palmetto Kids FIRST [mailto:info@palmettokidsfirst.ora]
Sent: Thursday, September 25, 2014 10:41 AM

To: Bob Thomas
Subject: TC-57A?

Dear Mr. Thomas,

I don't see a new link online for the TC-57A. Can you please direct me to the appropriate place?
Thank you,

Olga Lisinska

Director of Operations
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Exccutive Summary - 2014 Nonprofit Organizations Salary and Benefit Survey

The way we do things is changing so fast, it’s hard to keep up. It wasn’t that long ago that the
Job title of “fundraiser” at some nonprofits might suffice for all things related to donations at the
entire organization. Today, there could be a director of development, annual fund manager and
online giving manger, among many others. In addition to a candidate’s credentials, much of
what a position might pay depends on a variety of factors, including the size of organization, the
type of nonprofit and the cost of living in the region, How can you determine that? Data,

The NonProfit Times 2014 Salary and Benefits Report, authored and administered in
partnership with Roswell, Ga.-based Bluewater Nonprofit Solutions, offers a treasure trove of
data; from overall average salary increases and aggregate totals, job titles, job families, and a
plethora of information about health, dental, vision and retirement plans, Data also are broken
down by field of work, budget sizes and other key metrics, as well as providing average,
minimum-maximum, median and key percentiles on each category of compensation or benefits.

The report includes data from almost 800 nonprofits that responded to the survey, with detailed
information on benefits and salaries for 236 different positions found within nonprofits, ranging
from entry level posts to chief executives, From the position with the highest average salary
(chief scientific officer, IR to the lowest (personal attendant/home health care worker,
), you're likely to find the job titles that relate to your organization.

Whether you’re a small organization or a large one, a service-oriented charity or an advocacy
group, you’ll find peer organizations of all kinds within these data. Participants included name
brand affiliates or national organizations, like YMCA, United Way and American Red Cross to
regional foundations, professional societies and local charities like historical associations or
youth hockey or soccer groups.

Participation in the survey was open to all U.S. nonprofits with at least one full-time employee
working no less than 30 hours per week. Organizations were asked to complete the survey with
data that was valid for their group as of April 15,2013,

Nonprofit organizations last year reported awarding average salary increases of 2.42 percent
for all staff, down from 3.35 percent the previous year, with executive staff receiving average
increases of 2.65 percent. Employee turnover among organizations was an overall average of
11 percent. The average annual base salaries for all 236 positions in the report, organized by 28
different job families, are as follows:

© 2014 Bluewater Nonprofit Solutions Page 1
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“Some 124 pbﬁiﬁoné-fepéncd'aver'age__total cash corﬁpeﬁsation ofat :iegzsf $56,b00,- and among
those, 24 positions reported an average of at least $100,000, and 5 positions had an average of
* more.than $150,000¢ - ", a7 v T T L T e

=1L

_ChilefSclentific Offlcer: =% . 7' . Rl
ALK Chief Medlcal Officer - AR AR
5 LR - |.Psychiatrist* . Eo '
Chancellor/President:
|_Physician's AssIstant
Chief Advocacy Officer
General Counsel/Lawyer
Chief Information Officer
Chief Executive Officer/President/Executive Director
Chief Marketing Officer
Research Director
Chief of Staff. -
Reglonal Vice President
Chief Development Officar
Executive Vice President

Chief Financial Offleer
Medical Services Director-

Chief Operating Officer/Associate Executive Director
Internal Auditor -
Chief Human Resources Officer
Planned Giving Director/Offlcer
Budget Director

Chief Program Officer
Senlor Attorney/Lawyer :

The study offers not just salary but also benefits, including executive bonus and benefits
information, as well as retirement plans, participation and eligibility rates, and employee
tumover. Each section displays at a glance the year-over-year changes in data for each field,
The study offers statistical measures ranging from average, minimum, 25" percentile, 50"
percentile (median), 75" percentile and maximum, In cases where fewer than four organizations
provided valid data, only the average field displayed data,

© 2014 Bluewater Nonprofit "

118



Exccuti\ge‘Summnry - 2014 Nonprofit Organizations Sﬁlm’y and Benefit Survey

Some 124 positions reported average total cash compensation of at least $5 0,000, and among
those, 24 positions reported an average of at least $100,000, and § positions had an average of
more than $150,000:

Chief Scientific Officer -
Chief Medical Officer
Psychiatrist
Chancellor/President
Physician's Assistant
Chlef Advocacy Officer
General Counsel/Lawyer
Chief Information Officer
Chlef Executive Officer/President/Executive Director
Chlef Marketing Officer
Research Director
Chief of Staff
Regional Vice President
Chief Development Officer
Executlve Vice President
Chief Financlal Officer
Medical Services Director
Chlef Operating Officer/Associate Executive Director
Internal Auditor
Chief Human Resources Officer
Planned Giving Director/Officer
Budget Director
Chief Program Officer
Senior Attorney/Lavsyer

The study offers not just salary but also benefits, including executive bonus and benefits
information, as well as retirement plans, participation and eligibility rates, and employee
turnover. Each section displays at a glance the year-over-year changes in data for each field.
The study offers statistical measures ranging from average, minimum, 25" percentile, 50®
percentile (median), 75™ percentile and maximum. In cases where fewer than four organizations
provided valid data, only the average field displayed data.

e e———
© 2014 Bluewater Nonprofit Solutions Page 8
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Executive Summary - 2014 Nonprofit Organizations Salary and Benefit Survey

Chief Executive Salaries, Benefits

The average salary for a nonprofit chief executive officer/president last year was SEREEDS. The
median salary was S EEaeeRvhile the maximum found was SEEEED. The average tenure for a
nonprofit CEO was almost 12 years and almost 40 percent of participating organizations paid
their CEO some type of bonus.

Opem?ingbmfgerﬁ?“‘#%ﬁf&%“@féﬁ”shm@%ﬁﬁﬁ?ﬂ”éﬁg i
Less than $499,999
$500,000 to $999,999
$1,000,000 to $2,499,999
$2,500,000 to $4,999,999
$5,000,000 to $9,999,999
$10,000,000 to $24,999,999
$25,000 to $49,999,999
$50,000,000 or more

1]

More than one in five nonprofits offer their executives some form of executive benefit, The
most common benefit offered to presidents, CEOs or executive directors last year was
additional vacation days (49 percent). Less common were:

Car or car allowance, 36 percent

Excess life insurance, 22 percent

Reserved parking, 19 percent

Supplemental disability insurance, 16 percent
Supplemental executive retirement plan, 15 percent
Private club membership, 7 percent

Travel expenses for spouse, 6.5 percent

Executive physical, 4 percent

Financial or legal counseling, 3 percent

First class air travel, 3 percent

e @ a @ @& ® © © 0 o

These percentages are overall averages of the salary and benefits report but of course they will
vary by types of organizations., The survey provides an extensive breakdown of these data by an
organization’s geographic region, size of operating budget and within the specific field of work.

© 2014 Bluewater Nonprofit Solutions Page9
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Exccutive Summary - 2014 Nonprofit Organizations Salary and Benefit Survey
-

Tj'pes of Benefits Offered

Among the types of benefits offered to general staff, the most common, with more than 7 in 10
respondents providing them, were: paid company holidays, medical insurance coverage, paid
vacation days, dental insurance coverage and paid bereavement time. While less common, other
benefits still were offered among the nearly 800 organizations, with the top 20 most popular
being:

3 0 i
Dio H [] [
L]
Paid Company Holidays - e 88.38%
Madical Insurance Caverage 85.47%
Pald Vacatlon 70.96%
Dental Insurance Coverage 70.66%
Pald Bereavement Time 70.02%
Pald Sick Leave . 65.93%
Basic Life Insurance for Employee 58.21%
Retirement Benefits 53.40%
Flextime 51.52%
Business Casual Days 44.68%
Free/Subsidized Parking 44,22%
Long Term Disability 43.62%%
Flexible Spending Account Benefit 42.20%
Pald Personal Days 41,92%
Vislon Insurance Caverage 38.68%
Associatlon/Professional Society Dues 37.84%
Short Term Disability 37.81%
Full-Time Business Casual Palicy 36.17%
Pald Time Off (PTO) 31.87%
Accldental Death and Dismemberment 31.01%
e
© 2014 Bluewater Nonprofit Solutions Page 10
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Executive Summary - 2014 Nonprofit Organizations Salary and Benefit Survey
e e e e i

Retirement Plans.

More than 53 percent of 6fganizatioﬁs reported offering some type of retirement plan for
employees, with the most common being 403(b) and 401(k) plans: .

403(b) Plan. b SR PRSI SO 37.81%
401(k) Plan TRy g ' 23.38%
SEP-IRA Plan 10.45%
Defined Benefit Penslon Plan 5.14%
457 Plan 3.48%
Money Purchase Plan 0.50%

The report categorizes more specific retirement offerings and eligibility by size of organization,
geographic region, and among different fields within the nonprofit sector.

Medieal plans

More than 85 percent of organizations offered medical insurance as an employee benefit, The
most common benefit was a Preferred Provider Organization (PPO), offered by more than half
of those surveyed: . ' 5

Preferred Provider Organization {PPO} 52.77%
Health Malntenance Organization (HMO) 28.28%
High Deductible Health Plan (HOHP) 17.22%
Point of Service (POS) 8.38%
Indemnity (Traditlonal Fee-for-Service) 1.10%

© 2014 Bluewater Nonprofit Solutions _' 11
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Executive Summary - 2014 Nonprofit Organizations Salary and Benefit Survey
=

Dental insurance

With more than 70 percent of organizations offering dental insurance among their benefits, the
report examined more closely what types of dental insurance benefits are provided. More than

half of respondents offered a Dental Preferred Provider Organization (DPPO) but there were
other options as well: - o R el

D 3 0 i 0 L
1
Dental Preferred Provider Organization (DPPO) 52.30%
Dental Point of Service {DPOS) 10.17%
Dental Health Malntenance Organization {DHMO) 7.05%
Indemnity (Traditlonal Fee-for-Service) 3.60%
Dental Reimbursement Plan 1.81%
Dental Exclusive Provider Organization {DEPO) 1.80%

This year’s report offers a valuable cross-section of the sector, by geography, budget and staff
size.

There was geographic diversity in the organizations, with different regions represented well,
with the most responses coming from the Northeast but a good representation from other
regions, including North Central, Southeast, Northwest, South Central and Southwest,

GeéoRraphic, REgIon e e IINanibeR o D amaaTones ?
Northeast 271
Southeast ' 142
North Central 155
South Central 72
Northwest 103
Southwest 39

Participating organizations tended to be on the small side, with 10 or fewer employees, but
nonprofits of all sizes are represented, ranging from 10 employees to 200 or more. The volume
of data available provides relevant information for just about any organization with 236 job
titles organized among 28 different job families ranging from categories such as executive to

scientific, and program delivery, legal and information technology.
S - _

e
© 2014 Bluewater Nonprofit Solutions Page 12
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Executive Summary - 2014 Nonprofit Organlialiaus Salary and Beﬁe.nt Survey- v

‘Operatlig Bldgers b e SR NI nibe o Ot gan e ations e
- Less than $499,999 L 174 -
$500,000 to $999,999 138
$1,000,000 to $2,499,999 149
$2,500,000 to $4,999,999 110"
$5,000,000 to $9,999,999 84
$10,000,000 to $24,999,999 79
$25,000,000 to $49,999 999 22
$50,000,000 or more 26

51-100 31
101-200 19
201 or more 21

While many organizations were classified as human services,
terms of their field of work, ranging from arts and culture, lik;

respondents ran the spectrum in
e symphonies or philharmonics, to

education and environment/animals, as well those classified as public or societal benefit and

health organizations.

Education 45
Environment and animals 47
Health 100
Human services 308
International, foreign affairs 7
Public, societal benefit 125
Religion related 21
Mutual/membership benefit 28
Unknown, unclassified 14

© 2014 Bluewater Nonprofit Solutions Page 13
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’ Eucmive Summary - 2014 Nonprofit Ormn&aﬂnnss and Benefit Survey

K ' Special Report Price for 2013 Survey Participants _
The comprehensive salary and benefits report can be purchased in its entirety on The NonProfit
Times website for $285. ) o :

oF partlcipating in the su pou have th
(Zﬂ&g" lus pages) — a discount of $142.50.

Clickhere to view a sample and orderthe fuil 2014 Nonprofit Orgenizations Salary & Benefits
Bgnqrt today, . -

Norinal price: $285
: Your price: $142.50
e Savings: §142.50

(plus the tlme if yon compiled all this data yourselfl)

Eiter the Conpon Code: participant50 during checkont to receive the 50% discount.

Abont Bl er Nonprofit Solut .
Bluewater Nonprofit Solutions is a leading provider of salary and benefits surveys, management
consulting and credit card processing to nonprofit organizations. Their leading edge survey
tools offer unlimited customization and flexible reporting options that aliow quick, affordable
tailoring of a survey to meet the needs of any associations, industry groups, professional
socleties or chambers of commerce, Bluewater was founded by former nonprofit executives,
and was created out of their deep knowledge and experiences providing day-to-day leadership
within charitable organizations for more than 25 years. To leam more, visit www.bwnps.com

Contact info ons
Bluewater Nonprofit Solutions
11285 Elkins Road, Suite D4
Roswell, GA 30076

Office phone: 770-777-4828
Email: info@bwnps.com

s —— e e e — e e

- Nonprofit Solutions
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EXHIBIT O

e — \ugLway - \ICKY 1aylor Page | of 2
Exhibit | Y

RE: Invitation - TOMORROW AT NOON in Ridgeway

Ricky Taylor
Fn 170/2015 1125 A4

T 'lefi Davs” <, davis@wicargbng org>,

Jeff,
Thank you for the uwite, | will nor be able to attend as | already have other plans Thanks agam though,

Ricky

.--uo;,gm Mﬂlﬁgﬂ--"-

From: leff Dawvis ;

Sent: Friday, March 20, 2015 8:32 AM

Tox Ricky Taytor -

Subject: tnvitatlon « TOMORROW AT NOON In Ridgewsy

Ricky,

To that end, r'd ke to encourage you to artend a small evens TOMORROW in Ridgeway. Meet same of the school

leadars, ksds.namnnmmmiswogmms helping N is 8 struggle for all of them to help these kids . but this program
and PKF has been a enuracle to these famibes. You have heard from a couple disgruntied / uniformed / po'itical
Oppongnts to the program ... come hear firsthand the REAL STORY

Magnoha Lodge - wyivmagaabialodaele cam - 631 Longtown Road Rdgeway SC 29130

Noon + Food 15 served
1PM - Pragram ntroduction with parents and ¢ ds

A Citadel '89 and USC Law 94 classmate of ming w8 be host.ng the event for The Barclay Schoot

https://mail.scdor,us/owa/ 6/112015
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. s esmneite)  suwng su)nn Lage L UL £

(evnvthebarclavschoolorn). Please bring your waf and famuty. 1t Is casua, and wil change your life to see these
spedsl kuds - and the two women funming this school and sacrificing nearly ail for these leds. Note, one, Dr. Gellian
Barclay-Smah s the former head of Glanforest and 1 &m sure can give you more background on whal i happening
there,

tunderstand you live In Blythewsod which is just 8 few milas away ... PLEASE COMEN! Lets get ali this
misunderstanding betund all of us as fast as possible so we can all start focusing on helping these kids.

Best,

Jeff Davis, ID, MBA, CPA
843-901-8036 (cel)

P.S. Axyouknow.ldomtmrkwim?“andammmpmmmbymee!egaicoumel. As such this
communication s perfectly attowed and outside the scope of any kugation,

Woarking Together Carolina, Inc.
1985 Riviera Dr. 103-126 | Mt. Plaasant, SC 29464
843-801-8036 (cell) | Jdavis@wicarobina.org

Websie Wor therCaroling o

IMPORTANT NOTICE AND DISCLAIMER: Working Together Caroling, Inc. 15 2 newly formed South Carokna nonprofit
(507(c)(3) application in process) which wall serve as an independent and nonpartisan alternative to Access
Opponundy South Carolina (aka IndependentED)
The mission of Warking Yogether Carolina 1s to assist schools parents and donors in understanding and
implementing South Carotina's Educational Credit for Exceptronal Needs Children (ECENC) We do not work with,
coasult, valunteer or ralse tax credit donavons for any Scholarship Funding Orgarization

All infermation provided s for general informatonal purposes only and should not be construed as legat or tax
advice. Warkmg Together Carofina does not provide legal or tax advice, All parves should consult ther tax adviser or

attormey.

https://mail.scdor.us/owsy/ 6/112015
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EXHIBIT P

South Carolina General Assembly
121st Session, 2015-2016
Download This Bill in Microsoft Word format
Indi Matter-Stric]
Ind New M
A92, R130, H4230
STATUS INFORMATION
Genemi Bill

Sponsoars: Rep, White
Document Path: 1:\council\bills\bbm\9370dg15.docx

Introduced in the House on May 26, 2015

Introduced in the Senate on June 17, 2015

Last Amended on June 23, 2015

Passed by the General Assembly on June 23, 2015
Govemor's Action: June 29, 2015, Certain items vetoed
Legislative veto action(s): Certain vetoes sustained

Summary: Supplemental appropriations
HISTORY OF LEGISLATIVE ACTIONS

Action Description with journal page number

Date Body

5/26/2015 -House Introduced and read first time ( =

5/26/2015 House Referred to Cozmittee on Ways and Means
( : -

6/2/2015 MHouse Committee report: Favorabla u;th amandment Ways and
Means (House Journal-page 2

6/4/2015 House Debate adjourned (House_Journal-page 18)

6/16/2015 House Amended (House Journal-page-4)

6/16/2015 House Read second time ( =

6/16/2015 House Roll call Yeas-103 Nays-@ -(House Journal-nage 58)

6/17/2015 House Read third time and returned to Senate with amendments
(Heuse Journal-page 18)

6/17/2015 House Roll call Yeas-94 Nays-@ (House Jourpal-page 18)

6/17/2015 Scrivener's error corrected

6/17/2015 Senate Introduced and read first time -

6/17/2015 Senate Referred to Committee on Finance ( -

6/18/2015 Senate Committee report: Favorable with amendment Financ
(Senate Jourpal-page 7)

6/18/2015 Senate Committee Amendment Adopted (Senate Journal-page 7)

6/18/2015 Senate Read second time (Senate Journal-ppge 7)

6/18/2015 Senate Roll call Ayes-40 Nays-1. (Senate Journal-page 7)

6/18/2015 Senate Unanimous consent for third reading on next legislative
day ( C )

6/19/2015 Scrivener's error corrected

6/19/2015 Senate Read third time and returned to House with amendments

6/19/2015 House Non-concurrence in Senate amendment

6/19/2015 Senate Senate insists upon amendment and conference committee

appointed Leatherman, Setzler, Peeler
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6/19/2015 House Conference committee appointed White, Pitts, Clyburn
6/23/2015- House Conference ‘report adopted ; - )
6/23/2015 House Roll call Yeas-108 ~Nays=@ -~ ey

6/23/2015 Senate Conference report adopted (Senate Journal-page 8)
6/23/2015 . -Senate Roll call Ayes-42 Nays-@ .(Senate Journal-page 8)
6/23/2815 House Ordered enrolled for ratification (Housa Jourpal-page S1)

.6/23/2015 Ratified R 138 § %,
6/29/2015 Certain items vetoad by Governor..
7/7/2015 House Veto sustained on certain items; 1

7/22/2015 - Effective date Sce Act For Effective Date
-7/31/2015 Act No. 92 - : S

View the latest legislative information at the website

VERSIONS OF THIS BILL | "

SRE201S

S/1622015

6/18/2015

692015

6232015

(Tent matches printed bils. Document has been roformatted 1 mest World Wide Web specifications.)

a

NOTE: THIS COPY IS A TEMPORARY VERSION. THIS DOCUMENT WILL REMAIN IN

JOINT RESOLUTIONS. WHEN THIS DOCUMENT IS PUBLISHED IN THE ADVANCE
SHEET, THIS NOTE WILL BE REMOVED.

(A2Ri0 M3 | )

AN ACT TO MAKE SUPPLEMENTAL APPROPRIATIONS FOR FISCAL YEAR 2015:2016,
AND TO PROVIDE FOR OTHER RELATED MATTERS,

Be it enacted by the General Assembly of the State of South Carolina:

SECTION 1. (A) The source of revenue appropriated in subsecﬁon (B) is:

(1) _ additional recurring general fund revenue for Fiscal Year 2015-2016 totaling $150,000,000 as
certified by the Board of Economic Advisors on May 29, 2015; and

(2) reductions in appropriations as contained in SECTION 5 of this act,
(BX1) P32-Department of Commerce

Non-Recurring Appropriations

Economic Development

Infrastructure $ 70,000,000

(2) F30-Statewide Employee Benefits
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Non-Recurring Appropriations
Bonus Pay $ - 23,500,000
From the funds appropriated to Statewide Employee Benefits for Bonus Pay, effective on the first pay

* date that occurs on or after October 16, 2015, the Department of Administration shall allocate to state
agencies $23,500,000 to provide fora one-time lump sum bonus. Each permanent state employee, ina

* payments to employees only in the same ratio as the employee’s base salary is paid from appropriated
sources and the employing agency shall pay the bonus for federal and other funded full-time equivalent
* positions employees from federal or other fimds available to the agency in the proportion that such finds
are the source of the employee's salary. The eamings limitation in Proviso 117.55 of H. 3701, R 127, Act
91 0f 2015, does not apply to this bonus,
(3) Ul2-Department of Transportation
Non-Recurring Appropriations
County Transportation Committee

Road Program $ 70,499,995

Unexpended funds appropriated pursuant to this subsection may be carried forward to succeeding fiscal
years and expended for the same purposes,

(4)  General Obligation Bond (G.0.)

Bonds Subject to Debt Service Limitation:

Economic Development Bonds $ 16,425,000
(5) LO4-Department of Social Services

Programs and Services Child Support Enforcement

Other Operating Expenses $ l

(6) E23-Commission on Indigent Defense

Office of Circuit Public Defenders

Special Item:
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Defense of Indigents Per Capita 3 1

(7) J02-Department of Health and Human Services

Medical Assistance Payment Case Services

CLTC-Community Long-Term Care $ 1

(8) J02-Department of Health And Human Services

Medical Assistance Payment Case Services ‘

Coordinated Care $ 1

(9) 102-Department of Health and Human Services

* Medical Assistance Payment Case Services

Behavioral Health Services s 1

-SECTION 2. (A) The source of the revenus appropriated in subsection (B) is additional Education
Improvement Act revenue for Fiscal Year 2015-2016 totaling $21,500,000 as certified by the Board of
Economic Advisors on May 29, 2015. -

(B)(1) H63-Department of Education

Education Improvement Act

Modemize Vocational Equipment § 6,538,722
Reading Coaches - $ 4,961278
EEDA § 2,400,000
(2) H63-Department of Education

Education Improvement Act

Non-Recurring Appropriations

Transition Payments $ 7,600,000

SECTION 3. (A) The source of revenue appropriated in subsection (B) is additional unobligated
Fiscal Year 2014-2015 General Fund surplus revenues totaling $150,196,281 as certified by the Board of
Economic Advisors on May 29, 2015,

*(B)(1) E04 - Lieutenant Governor's Office

Predatory Lending Education $ 250,000

Text printed in italic, boldface indicates sections vetoed by the Governor on June 29,2015.
*Indicates those vetoes sustained by the General Assembly on July 7, 2015.
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Of the funds appropriated in this item for Predatory Lending Education, the Office on Aging shall
develop a pilot program to assist seniors in improving their knowledge about finances and education .

- about predatory lending practices. The pilot shall include an assessment of the financial health of seniors
in the pilot area which must be used to identify strategies to address the major concerns found through
the assessment. The strategies should include, but are not limited to, the means of building awareness of
senior financial resources. The Office on ‘Aging shall provide the results of the pilot, as well as a
recommended strategy for any expansion to other areas of the State, to the Chairmen of the Senate
Finance Committee and the House Ways and Means Committee no later than March 15, 2016.

(2) E24 - Office of Adjutant General

Emergency Management Division

2014 Winter Storm Local

Matching Funds $ 4,117,162

From the funds appropriated in this item for 2014 Winter Storm Local Matching Funds, local
governments shall receive allocations to offset storm.cleanup expenses resulting from the winter storms

- during states of emergency declsred by Executive Orders 2014-06 and 2014-11. Expenses eligible for
reimbursement are those incurred by county and municipal governments and deemed eligible for
reimbursement by the Federal Emergency Management Agency (FEMA), but were not reimbursed due to
local match requirements; The amount reimbursed to each eligible local government shall be 25% of
their Total Non-Federal Aid Shate. The intent of the General Assembly is for the local govemnment to
pay at least 75% of the Total Non-Federal Aid Share,

(3) Ul12-Department of Transportation
County Transportation Committee .
Road Program | $ 145829119

The Department of Transportation shall distribute the $145,829,119 appropriated above for the County
Transportation Committee Road Program pursuant to Section 12-28-2740 of the 1976 Code. County
Transportation Committees shall utilize the funds distributed pursuant to this proviso solely foruseon
the state-owned secondary road system for paving, rehabilitation, resurfacing, and/or reconstruction, and
bridge repair, replacement, or reconstruction. No funds from this allocation shall be used for any road,
bridge, or highway that is not part of the state-owned system.

Unexpended funds appropriated pursuant to this subsection may be carried forward to sm:medum fiscal
years and expended for the same purposes. .

SECTION 4. (A) The source of the revenue appropriated in subsection (B) is additional net
education lottery proceeds for Fiscal Year 20152016 totaling $12,000,000 as certified by the Board of
Economic Advisors on May 29, 2015.

(BX1) = HO3-Commission on Higher Education

Need Based Grants $ 2,600,000

(2) H63-Department of Education
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New Bus Purchases $ 2,400,000

SECTION 5. - The Fiscal Year 2015-2016 appropriation to Aid to Subdivisions Department of-
Revenue for Distribution to Subdivisions: Aid to Counties-Homestead Exemption Fund (X44) is reduced
by $20,425,000. ‘ : . .

. The first $10,000,000 carried forward from Fiscal Year 2014-2015 annual ‘appropriations to Aid to
Subdivisions Department of Revenue for Distribution to Subdivisions: Aid to Counties-Homestead
Exemption Fund (X44) shall be credited to the Department of Transportation for distribution pursuant to
Section 12-28-2740 of the 1976 Code. County Transportation Committees shall irtilize the funds
distributed pursuant to this proviso solely for use on the state-owned secondary road system for paving,
rehabilitation, resurfecing, and/or reconstruction, and bridge repair, replacement, or reconstruction.-No
funds from this allocation shall be used for any road, bridge, or highway that is not part of the state-
owned system. * - 5 o

| SECTION - 6. * Excess debt service fumds from Fiscal Yea 2014-2015 nust be carried forward and

* expended in Fiscal Year 2015-2016 to pay down general obligation bond debt for which the State (1) is

paying the highest rate of ini (2) will achieve relief in constrained debt capacity, or (3) reduce the

- amourt of debt issued. . Toa o e .
SECTION 7. * The State Treasurer shal transfer $50,000,000 i gereral fuid non-ta sougoes fo the
South Carolina Transportation Infrstructure Bank to be utilized solely to levérage bonds to finance

- bridge replacement, resurfacing, and rehabilitation projects, and expansion and improvements to existing

~mainline interstates. The Department of Transportation shall develop and submit & list of bridge and road
projects to the bank for its consideration. Transferred funds may not be sed for projects approved by the
bank prior to July,1; 2015. The bank shall submit all projects proposed to be financed through this

i pfm_riqion to the Joint Bond Review Committee for approval prior to financing any proposed project.

SECTION 8. Notwithstanding any provision in this act to the conirary, Horry County may use up to

$750,000 of its allocations pursuant to SECTION 1(B)(3), SECTION 3(B)(3), and SECTION 5 for the

Homy-Georgetown Evacuation Route, ' :

SECTION 9. (A) "As used in this proviso: . _

(1) * “Eligible school® means an independent school including those religious in nature, other than a

public school, at which the compulsory attendance requirements of Section 59-65-10 may be met, that:

(8) offersa general education to primary or secondary school students;

(b)  does not discriminate on the basis of race, color, or national origin;

(c) islocated in this State;

(d) has an educational curriculum that includes courses set forth in the state's diploma requirements and
where the students attending are administered national achievement or state standardized tests, or both, at
progressive grade levels to determine student progress;

(e)  has school facilities that are subject to applicable federal, state, and local laws; and

(f) isamember in good standing of the Southern Association of Colleges and Schools, the South
Carolina Association of Christian Schools, or the South Carolina Independent Schools Association.
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(2) “"Exceptional needs child” means a child:

(a)(i) who has been evaluated in accordance with this state's evaluation criteria, as set forth in S.C.
Code Ann. Regs. 43-243:1, and determined eligible as a child with a disability who needs special
education and related services, in accordance with the requirements of Section 300.8 of the Individuals
with Disabilities Education Act; or , : '

(i) who has been diagnosed within the last three years by a licensed speech-language pathologist,
psychiatrist, or medical, mental health, psychoeducational, or other comparable licensed health care
provider as having a neurodevelopmental disorder, a substantial sensory or physical impairment such as
deaf, blind, or orthopedic disability, or some.other disability or acute or chronic condition that
significantly impedes the student's ability to leam and succeed in school without specialized instructional
and associated supports and services tailored to the child's unique needs; and

(b) the child's parents or legal guardian believes that the services provided by the school district of legal
residence do not sufficiently meet the needs of the child. .

(3) ”inﬂepéndem school” means a school, other than a public school, at which the compulsory
attendance requirements of Section §9-65-10 may be met and that does not discriminate based on the
grounds of race, color, religio_n. or national origin. . .

(4) "Nonprofit schdlm-ship funding organization” means a charitable organization that:

(2) - is exempt from federal tax pursuant to Section 501(a) of the Internal Revenue Code by being listed
as an exempt organization in Section 501(c)(3) of the code;

(b) allocates, after its first year of operation, at least ninety-seven percent of its annual contributions
and gross revenue received during a particular year to provide grants for tuition to children enrolled in an
eligible school meeting the criteria of this proviso, and incurs administrative expenses annually, after its
first year of operation, of not more than three percent nor more than $200,000 in the aggregate,
whichever is less, of its annual contributions and revenue fora particular year to cover operational costs;

(c) allocates all of its funds used for grants on an annual basis to children who are exceptional needs
students;

(d)  does not provide grants solely for the benefit of one school, and if the department determines that
the nonprofit scholarship funding organization is providing grants to one particular school, the tax credit
allowed by this proviso may be disallowed; :

(¢) does not have as a volunteer, contractor, consultant, fundraiser or member of its governing board
any parent, legal guardian, or member of their immediate family who has a child or ward who is
currently receiving or has received a scholarship grant authorized by this proviso from the organization
Wwithin one year of the date the parent, legal guardian, or member of their immediate family became a
board member;

(f) does not have as a member of its governing board or an employee, volunteer, contractor, consultant,
or fundraiser who has been convicted of a felony;

(g) does not release personally identifiable information pertaining to students or donors or use
information collected about donors, students or schools for financial gain; and

(h) must not place conditions on schools enrolling students receiving scholarships to limit the ability of
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the schools to enroll students accepting grants from other nonprofit scholarship funding organizations,
" (5) “Parent” means the natural or adoptive parent or legal guardian of a child.
(6) °Person® means an individual, parlmrshj,p,wrpamnon,or other similar entity.

() “Qualifying student® means a student who is an exceptional needs child, a South Carolina resident,
and who.is eligible to be enrolled in a South Carolina secondary or elementary public school at the
“kindergarten or later year level for the applicable school year. i -

(8) * “Resident public school district” means the public school distictin which a student esides.
9 ' "'_I"mn'."spomﬁon“ meaii@ “hmwpbmﬁon_m and from school only.

" (10) " "Tuition" means the total amownt of money charged for the cost of qualifying student to attend
an independent school including, but not limited to, fees for attending the school, textbook fees, and .
-school-related transportation. .. o C - _

a ) iWM; means the Department of Revenue.

- (BY(1) "A person is entitled to a tax credit against income taxes imposed pursuant to Chapter 6, Title 12,
‘or bank taxes impased pursuant to Chapter 11, Title 12 for the amount of cash and the monetary value of

- any publicly traded securities the person contributes to anonprofit scholarship funding organization up to
the limits of this proviso if: : _

"(a) " the contribution is used to provide grants for tuition to exceptional needs children enrolled in -

‘eligible schools who qualify for.these grants under the provisions of this proviso; and '

(b) : ttw person does not demgnste a specific child or school as the beneficiary of mé'conm'buﬁqp.'

(2) . An individual is entitled to 4 refundable tax credit against income taxes imposed pursuant to
Chapter 6, Title 12, or bank taxes imposed pursuant to Chapter 11, Title 12 for the amount of cash and
‘the monetary value of any publicly traded securities, not exceeding ten thousand dollars per child, the
.individual contributes as tition for exceptional needs children within their custody or care and enrolled
in eligible schools who-qualify for these grants under the provisions of this proviso. The cumulative
maximum total for credits authiorized by this subitem may not exceed four million dollars. However, if a
child within the care and custody of an individual receives a tuition scholarship from a nonprofit -
scholarship funding organization, then the individual only may claim a credit equal to the difference of
ten thousand dollars or the cost of tuition, whichever is lower, and the amount of the scholarship.

(C) Grants may be awarded by a scholarship funding organization in an amount not exceeding ten
thousand dollars or the total cost of tuition, whichever is less, for qualifying students with exceptional
needs to attend an independent school, Before awarding any grant, a scholarship funding organization

exceptional needs child. Upon approving the application, the scholarship funding organization must issue
a check to the eligible school in the name of the qualifying student. In the event that the qualifying
student leaves or withdraws from the school for any reason before the end of the semester or school year
and does not reenroll within thirty days, then the eligible school must retumn a prorated amount of the
grant to the scholarship funding organization based on the number of days the qualifying student was
enrolled in the school during the semester or school year within sixty days of the qualifying student's

departure,
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(D)(1)(a) The tax credits authorized by subsection (B) may not exceed cumulatively a total of twelve
million dollars for contributions made on behalf of exceptional needs students. If the department
determines that the total of such credits claimed by all taxpayers exceeds either limit amount, it shall
allow credits only up to those amounts on a first come, first served basis,

(b) - The department shall establish an application process to determine the amount of credit available to
be claimed. The receipt of the application by the department shall determine priority for the credit.
Subject to the provisions of item (5), contributions must be made on or before June 30, 2016, in order to
claim the credit. The credit must be claimed on the return for the tax year that the contribution is mede,

(2) . A taxpayer may not claim more than sixty percent of their total tax liability for the year in
contribution toward the tax credit authorized by subsection (B)(1). This credit is not refundable.

3) Ifa taxpayer deducts the amount of the contribution on the taxpayer's federal return and claims the
credit allowed by this proviso, then the taxpayer must add back the amount of the deduction for purposes
of South Carolina income taxes,

(4) 'The department shall prescribe the form and manner of proof required to obtain the credit
authorized by subsection (B), Also, the department shall develop a method of informing taxpayers if the
credit limit is met at any time during Fiscal Year 2015-2016.

(5) A person only may claim a credit pursuant to subsection (B) for contributions made between July 1,
2015, and June 30, 2016.

(E) A corporation or entity entitled to a credit under subsection (B) may not convey, assign, or transfer
the credit authorized by this proviso to another entity unless all of the assets of the entity are conveyed,
assigned, or transferred in the same transaction,

(F) Except as otherwise provided, neither the Department of Education, the Department of Revenue,
nor any other state agency may regulate the educational program of an independent school that accepts
students receiving scholarship grants pursvant to this proviso.

(G)(1) " By August 1, 2015, each independent school must apply to the Education Oversight Committee
to be considered an eligible institution for which it may receive contributions from a nonprofit
scholarship funding organization for which the tax credit allowed by this proviso is allowed. The
Education Oversight Committee, as established in Chapter 6, Title 59, is responsible for determining if
an eligible school meets the criteria established by subsection (A)(1), and shall publish an approved list
of such schools meeting the criteria. If an independent school does not apply to be an eligible school, the
independent school may not be published as an approved school, and contributions to that school shall
not be allowed for purposes of the credit allowed by this proviso. The Education Oversight Committee
must publish the approved list of schools on its website by September first of each year, and the list must
include their names, addresses, telephone numbers, and, if available, website addresses, Also, the score
reports and audits received by the Education Oversight Committes pursuant to items (2)(b) and (c) must
be published with the list. The Education Oversight Committee shall summarize or redact the score
reports if necessary to prevent the disclosure of personally identifiable information. For this purpose, it
also shall promulgate regulations further enumerating the specifics of this criteria, In performing this
function, the Education Oversight Committee shall establish an advisory committee made up of not more
than nine members, including parents, and representatives of independent schools and independent
school associations. The advisory committee shall provide recommendations to the Education Oversight
Committee on the content of these regulations and any other matters requested by the Education
Oversight Committee,

136



(2) .An indepandent.schoéi's application for consideration as an eligible institution must contain:

(a) the number and total amount of grants received from each nonprofit scholarship funding
organization in the preceding fiscal year, .. .. - .. - .

(b) _student test scores, by category, on national achievement of state standardized tests, or both, for all
grades tested and administered by the school receiving or entitled to receive scholarship grants pursuant
to this proviso in the previous fiscal year;

(c) acopy of a compilation, review, '61' compliance audit of the organization's financial statements,
conducted by a certified public accounting firm; and .

(d) - acertification by the independent school that it meets the definition of an eligible school as that
term is defined in subsection (A)(1) and that the report is true, accurate, and complete under penalty of
perjury in accordance with Section 16-9-10. ot

(3) Any independent school not determined to be an eligible school pursuant to the provisions of this
pproviso may seek review by filing a request for a contested case hearing with the Administrative Law
Court in accordance with the court's rules of procedure, . -

(4) - The Education Oversight Committee, after consiutation with its nine-member advisory committee,
may exempt an independent school having students with exceptional needs who receive scholarship
grants pursuant to this proviso from the curriculum requirements of subsection (A)(1)(d).

(H)(1) By August first of each year, each nonprofit scholarship funding organization must apply to the
department to be considered an eligible organization for which its contributors are allowed the tax credit
allowed by this proviso. If a nonprofit scholarship funding organization does not apply, the organization
may ot be'published as an approved organization, and contributions to that organization shall not be
allowed for purposes of the credit allowed by this proviso. A nonprofit scholarship funding organization's
application must contain : ;

(a) the number and total amount of grants issued to eligible schuu!s in the preceding fiscal year;

(b) for each grant issued to an eligible school in the preceding fiscal year, the identity of the school and
the amount of the grant; :

(c) anitemization and detailed explanation of any fees or other revenues obtained from or on behalf of
any eligible schools;

(d) acopy of the organization's Form 990 or other comparable federal submission that indicates the
provisions of the Intemnal Revenue Code under which the organization has been granted exempt status for
purposes of federal taxation;

(e) acopy of a compilation, review, or audit of the organization's financial statements, conducted by a
certified public accounting firm;

(f) the criteria and eligibility requirements for scholarship awards; and
(8) acertification by the organization that it meets the definition of a nonprofit scholarship funding

organization as that term is defined in subsection (A)(4) and that the report is true, accurate, and
complete under penalty of perjury in accordance with Section 16-9-10.
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(2) By receiving the application materials and approving the organization as an eligible organization
pursuant to item (1), the department is not determining that the organization meets all of the requirements
of a qualified nonprofit scholarship fimding ization and the organization remains subject to
examination ag provided for pursuant to subsection @. '

(3) The department has authority to disclose the names of qualifying nonprofit scholarship funding
organizations to the Education Oversight Committee. The department also may disclose to the Education
Oversight Committee the names of organizations that applied but were not qualified by the department
and those organizations whose eligibility has been revoked in accordance with subsection (I}(2), as well
as the reason the application of the organization was not accepted or the reason its qualification was
revoked. . :

(4) 'By September first of each year, the Education Oversight Committee must publish on its website a
- list of all qualifying nonprofit scholarship funding organizations, provided by the department, to include
‘their names, addresses, telephone numbers, and, if available, website addresses. Also, the results of the
audit required by item (1)(e).must be published with the list. ' e

“(IX1) - The department has authority to oversea, audit, and examine the nonprofit scholarship funding
organizations, including determining whether the nonprofit scholarship finding organization is being
operated in a manner consistent with the requirements for an IRC Section 501(c)(3) organization or is in

*compliance with any other provision of this proviso.

(2)(a) Ifat any time during the year, the department has evidence, through audit or otherwise, that a
nonprofit scholarship funding organization is not being operated in a manner consistent with the
requirements for operating an IRC Section 501(c)(3) organization or is not in compliance with any other
_ provision of this proviso, the department immediately may revoke the organization's participation in the
program and must notify the organization and the Education Oversight Committee in writing of the
revocation. .

(by Notice of revocation mhy be provided to the organization by pémomlldelivery to the organization,
by first class mail to the last known address of the organization, or by other means reasonably degigned
to provide notice to the organization,

erganization may request a contested hearing before the Administrative Law Court, Within thirty days
aﬁerarequestforacontestedcasehearﬁmisreceivedbyﬂleAdminismﬁvelawComan
admhistzativelawjudgeﬂmﬂhn!dﬂwwmwdcmhwﬁnganddemmineﬂheﬁmthemomﬁonm
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(iif) If the administrative law judge determines that immediate revocation is not reasonable, the
revocation shall be lifted and the organization may resume accepting donations and award scholarships
hereunder. The department may still issue a department determination in accordance with Section 12-60-

- 430(E)(2).

- (iv) Ifat any time during the process, the department believes the organization is in compliance, the ‘
+ department, in its sole discretion, may reinstate the organization and notify the Education Oversight
Committee, .

R Following the permanent revocation of a nonprofit scholarship funding organization; the Education
Oversight Committee has the authority to oversee the transfer of donated funds of the revoked
organization to other nonprofit scholarship funding organizations.

(9) . A nonprofit scholarship funding organization may transfer funds to another nonprofit scholarship
funding organization, especially in the event that the organization cannot distribute the funds in a timely
manner or if the organization ceases to exist. None of the fimds that are transferred by one nonprofit
scholarship funding organization to another may be considered by the former organization when
calculating its administrative expenses, - '

SECTION .10. The supplemental appropriations, reductions, and provisions contained in this act shall
be conibined with the provisions of Act 91 of 2015, the general appropriations bill for Fiscal Year 2015-

2016, and be incorporated into Part IA and Part IB of the demﬂbasebudgetforﬁmmeedingﬁml
Yﬂl" ) '

SBCHON- 11.  All acts or parts of acts inconsistent with any of the -pmvisiona of Sections 1 through 9
of this act are suspended for Fiscal Year 2015-2016. :

SECTION * 12. Ifany part, section, subsection, paragraph, subparagraph, sentence, clause, phrase, or
word of this act is for any reason held to be unconstitutional or invalid, such holding shall not affect the
constitutionality or validity of the remaining portions of this act, the General Assembly hereby declaring
that it would have passed this act, and each and every part, section, subsection, paragraph, subparagraph,
declared to be unconstitutional, invalid, or otherwise ineffective.

SECTION 13. Except as otherwise specifically provided, this act takes effect July 1, 2015,

Ratified the 23rd day of June, 2015.

Certain ItemsVetoed by the Govemor - 6/29/15.

Certain Items sustained by House — 7/7/15.

PLEASE NOTE
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'!‘ext pnnted in rtallc, holdface mdlcaies sechons vetoed by the Gnvamor on June 29 2015, :
'Indzcates those vetoes sustamed by the Genaml Assmbly on July 7, 2015

e —

" This web page vias last updated on August 10; 2015 at 11:42 AM
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Ferm 960 (2013)
Statament of Pregram Service Accomplishments
~Check f Schadule O contams & responso or pota to any bne o tas Part 511
1 Braefly descnbe tha orgermbon's mmsaron

PALMETTO KIDS FIRGT SCHOLARSHIP PROGRAN, INC 'S MISSION 18 TO PROVIDE SCHOLARSHIP GRANTS TO K THROUGH 12TH

GRADE 'BXCEPT!OHR:#I:SBI!S' SI;UDEHTS BY MEANS OF THE amcn!;rr IMPLENENTATION OF THE 2013 SOUTH CARDLINA
D CRE {4 NAL'NEE 1 c

R 4

3 Didthe organuretion undertaks any signibcant progrem sarvices dunng tha year which wera not ksted on
theprorPorm 990 ar990-B27 + 4+ 4w 4 4 . b b 4 4 b s 6 4 o s e s owoa W ™ Yes F o

11*Yas,’ ¢ bo these new &9 on Schadule O

3 Did the organtzation cagse conducting, of make signiticant changes 1n how it conduets, any progmm

umua?......‘......................l'mFlh
1t*Yas,” descnbe thase changes on Scheduls O ' 4

4 pescnba the orpanation’s pragram service sccomplnhmaonts mmh}ru thrae largest program services, as moasurnd by
sxpenies Saction 501(c}{2)and 501(cX4) orgamizations sre required to repart the smaunt of grants and elloeatiom to athers,
the total axpenses, and revenus, tfany, for eech program sarvica reported

WHICH SCHOGLE THAT
ENTS OF ELITAATTY AND ACCEPT GRANTS FOR ELIGIRE ETUDENTS THIRE IS 0 CREDIT FOR CONTRIBUTING TO A SPECIPIC SCHDGL GR
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Form 990 (2013)
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-4

Jb e w8 gy

"Nno-.-n.n_oooccbccnoartnc.ooo

eck Roquired Schedules (continued)

Did the ergantzation report mors than $5,000 of grants or other assistance to eny domashc orpamzabion of
gavarmmant on Part IX, eolumn (A ), line 17 IF "Yes, "completo Schedulo [, Farts fend Il o . &

Did the crganmzaBan report mare than §5,000 of grants or other asststance to indviduals i the United States on
Part IX, column (A), Lina 27 If *Yes, " completo Schodulal, Perts [8d Il « o o o o 4 » » L]

-]

Yes

Did the argenmabon anawer *Yes® to Part V11, Bechon a, hing 3,4, or 8 about compenaation of the erganuztion’s
cumrant end formar ofMeers, dirsctors, b , kay employens, and ngh :mmud employeas? If “Yes,®

J....-.-a...-.... DT

No

Cid tha erganurstion have o tax-exempt bond ssue with an evtstanding prme pt! m! of more than s:cu.oao
23 of tha lant day of the yasr, thet was ssusd after Decembar 31, luﬂl? 1f *Yes,” erswer kines 24b throuph 24d
end complete Schedwla K IF G gotolmo 250 ¢ « 4 o 4 o« 4 s o & 8 » I

Did the orgenmaticn invest eny ds ofta % bonds beyond 8 tamporary pancd exception? , . .

Did the organmation maintam an umvumuanwm & rafunding ascrow st eny tima dunng the yesr
o defoeso any tax-exampt bonds? L O S

:dhucmﬂumnuluau'onhcha.lfnl“mw!\:rbcmmmmngtummdmgmnwnﬂ e 4 s

Sactlon 501(c) (3) and 501(c)(4) erganieations, O1d the organzabion engsge in &n excess benaft tansackon wath
o daquabfiod porson dunng the yoar? If *Yes,"completo Schodufa L, Fartl + « o o s o s &

1s the erganaabion eware thet it engaged 11 an excess banofit transection with 8 disquahfed parson m & prior
yuar, and thet tha transaction hus not been reported op sny of tho erganmzaben's pror Forms 900 or 980-B2Z7 It
“es,"completoSchedulol, Rertl + &« 4 5 4 4 8 % 88 5 s % b ox s v a

No

EEAE

No

nmmwmnnnmnlmlmonmu,ws.n.oralm blos from or payables to any cument
orformaroficers, key onployaes, hig comp qmm.arcmmm-dumm’
lf“w&ml'm“o L I R T T T T T S T T S S S S

No

Did tha-crganabion provida a grant or othor esststance to en officer, directar, trustas, key employen, substantsl
contnbuter or employea thereo!, 8 grant seloction committes mmbur, srh o 35% controlled entity or family
mambar of sny of thane persona? If ¥es,” complebe Schodula &, Pert 1| « ¢ " o8 8 & % 8

8

Was the orgenzaticn o party toa businssy trensecton with ona ol'nu hnum partias (sge Schadule t, Per IV
In for epal filing th lds, eanditions, end excephons)

A currant or formar oficer, directar, trustes, or key employaa? If "Yee,” leta Sehedula L, Rirt

A fanuir mambarof 8 ewrrent or farmar oMcer, director, trustes, orkey amployea? If es,”
MMLMWQ-O-tn-qq.--oo--s..at

An enbtity of wivch @ current or formar oficer, dractor, mm or kay empioyse (or a femdy membar lhmn s
anuftcer, directar, , ordimact or mdh If Yes," completn Schedle b, Rt IV o« &

Did the orgznizatzon recaive mone than $25,000 in nan-cash contnbutsans? I m'mmn . B

Did the org b b ofant, h 1 , OF other simular essets, or qualihed
conservelion contnbutions? If Ves,"completo SACRAIN « « + s s s e 0 6 v o4 e . -]

2‘1 t:iu organmation hquidate, tarrmnata, or disolva and ceass opembtione? IF "Yes,” compieto Schedulo N,

L L T T T I S T R T T T T T

No

Did tha organmation sall, exchange, dispose of, or tranafar mare than 25% of its nat sasets? I “Yes,* complctn
SchedtlaN REtIl « o« 4 o 4 4 4 s e s 8 B 8 % 8 3 03 8 % »

Did the organmzation own 100% of an enhty duregarded as saparsta from the t mnwmum

sechons 301 7701-2 and 301 7701-3? I7 “Yes,* completn Schedide R Fertl o & o o A

Was tha crganization related to any tx-axempt or taxabla entity? If *Ves,® mmamn.m.wm
mdmi'.ml.-......-.;..-.....-. .

Did the organaabion hava o contreled entity wthin the manring nfnchm snmmr:

11'Yes'to lina 350, did the ergantabion receive ony payment from or angoge in wr trensaction with a controllad
entity within the mesning cfsecton S12(bX1317 I7 Ves,* completn Schacfula R, RertV, bna2 » . .

Bection 501(c) (3) organdaations. Did the organiation make any transfers to an mlm-dnmhﬂa relted
orgenzabion? If Yes,"complebo Sctodufo R etV a2 » » » 4 b+ s v s s e e

No

Did the arganmation conduct mere than 5% of (o sctivities through an enbty that o note nkhd mmmn
ond that s treated g8 8 partnership for faders! income tax pmu’ I "Yeu," completn Scheduta R, Part VI

Did the orgenmstion complets Scheduls O and gl n Schedula O for Part V1, koes 11band 197

wlafe Jelelelafsele elg R B

Nata. All Form 990 flers era required o complete Schedule©® & v v« o s & & s s . o

Yaz
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Form 980 (2013)

maumenh nnnauung Cther IRS ﬁ! nnd'rnx Cumpuum

Yoo

2o Enterths number reported m Box 3 of Form 1000 Bater -0+ f not spphenble o h
b Ecterthe number of Forns W20 teluded i ima 18 Entar-0- (I oot epplicabla

¢ 0 tha orgenmation comply with backup wethholding rudes for mportable paymants to vendors end reportatble
goming (pembling) WRNIVGStOPNTAMANAMT & & & & » & & » 4 8 2 2 s & s s s
2u Enterthe number of employeas rported on Form W-3, Tranematial of Waga end
Tox Ststamants, fied for tho enlandar yaor ending with or wathin the year covered
DYHMBIGRUTN & & & 4 & 5 & 5 8 s 8 8 8 8 8 o® e ®

B

Yas

b Ifatlesstone 9 reported on line 2s, ¢rd tho organization fde sll requored fodersl amploymant tax returme?
Nota. I the sum of Uines 1a end 23 18 greater thon 280, you may be mequired to a-Als (sea (nstructions )

Ba Did tha crganmation have unralitad business gross mcome of $1,000 ormore dunngthayeasr? « . o

b 11*Yes,” hues ot Gled & Form 960-T for this yexr? [V *No” to kna 35, provido an cxplentton i Schodila 0« . &

da Ateny bma durng the ealendar yesr, did the crgansaton have an nterast m, or @ Bipnaturs or othar authanty
ovar, 8 fnancizl sccountn & foreign country (suches o muwmmmu eccognt, ar othor Rnancm!

BECOMBL)? & 4 . & 4 & & & & & s 2 s s 2 o4 s s » L T T S

B 1p-ves,” enturthe auma of tho Saresgn

gly v

&

countyy b
Sea imstructions for Altng requiremsnts for Form TO P 90-22 1, Raport of Foreign Bank and Fingnem! Actounts

Sa Was the arganmetion o party to @ prohibrted tax sheltar trensaction et ony ttme dunng the tax yesr? ,
b Dud any taxable party cotily tha crganmation that it was crts 8 prrty to o prohibted tax ghalter bznsecton?

© 11"Ya1,” to ke Bs or 8b, did the organaatcn Ata FomBOBE-T? + o o « o + o « » o o

6a Doos the organzation have ennval gross receipts that are normally groater than $100,000, and did the
orgenimbtion aolicit eny contnbutions that wero not tax dedustible cs chantable contnbutions® . . &

-

woranottax deductibla? o &+ 4 . . L S Y
7 Wmmmmmmmmmq
e nadmowmmtmmmumnorﬂsmawmuncmmummcnuﬂmd
services provided bo tha payor? . . P T s e s s e s
Iill"'l'u,'dsdmcmmuuwmhmamumﬁhmawmzumcn 5o ow B
a

Oud tha oo sall, or des ﬂhnmmnwmmhrmnnlmmd
&hwmauz'.................- . 8 s e

:r'ru'd:duaawwuzmMunm-maelmm pr t tthat such contnbubions of gifts

No

els fele

No

Y|

No

11°Yes,* tndicata the numberaf Forms 6202 Aled dunngthayesr « o o » lnl

a Did the organmzxtion racaiva any funds, diroetly orindireetly, to pay premmms on 8 persent] banafit

L T S T T T S S S S S S S S T P T

Dldmmmamgmwlr.uvwml.ﬂmﬂrm fy,anagp ) bensft contract? . .

required? . o s . . .. L . . . . s s

1ftha uummm:nam«mn of cars, boats, arrplanes, urmmm.w m arganaaton mu
mtuna-—cv......................

g crgantmitons g d dvt 'rw-ummsuammwnummm
tha supportng g orgenastion, or s danor sdvised fund mamtamed by a spoasanng organaiban, have axcess
busingss holdinga akeny o dunngia yesr? o« o o o o s o s s 5 & o
0 o srath ke bt dvinedt Peend:

a Did the orgenmaton maks eay texstls distndutions tndersaction4966” & & o o o o o s s

b D tha orpanaston make 8 distnbukion to 8 denor, donar advisor, ormisted person? « o o o o o o
10 Section 501(c)(7) crgantizations, Entar

a Inibatien fees end capital contnbutions eloded on Pert VIl na12 . o &

1ftha d a of qualifed ntall mm dmhn mmmn Blo Form 8899 as

No

3 @

lelz |e

b Gross receipts; (ncluded oa Form 980, Part VIIT, ime 12, (or public use af elud

35

Brediies
11 Sectlon 501(c)(13) crguntmtions, Eater
@ Gross neome fommambersorsharehaldam o o o o o o o & &

ils
b Grose (ncoma from othar saurces (Do act net amounts dus or pad to mrmﬂl
sgunstamounts dusarreceivedfromthem) « + o 4 s s o o o o 3D

125 Sectlon4947(e)}{1) nanrexmrpt chartabla trists, s the orgencabon fling Form 990 o lieu of Porm 10417
b If*Yas,” anter the '..._. Pt ntarest dor d durtng tha .

YoOF & & ¢+ & » & L R )

13 SectionB0L(c}(29) WH mmmmm

a Jstha omge lified heaith plans tn mora than one state?
um.ucmmtxmuhrmmmimmmmr tion tmust roport on Geheduls O

b lnhrhumﬂﬂmumhemmmumumummhmmm

tn whuth the ergenizabion ts licensed to tsaue qualifted hualthpleny » o . o |33
© Entorthe smountofreservesoaliand « + o o o s s o o o o+ o+ |19

14a Did the org a0y pay frindeor tannmng services donngthe taxyeer? « . o . .
b 17"¥os,’ has it Olad a Form 720 to report thise pay I "N, provech ol m Schodula 0 . .

BlE
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Farm 990 (2013) Poge §
Governance, Hanagament. and Disclosure For each "Yes* response bo linas 2 Grough 75 below, and for 8
'm"‘::spm Enas Ba, 8D, or 10b below, describe the circumstances, processes, or changes In Schedule O.
Check if Schadulo O contams s response arnotetoany hneintIS PERVE o o o o o o o » » o o o o &

Baction A. Governing Bedy and Management

Yes | Ko

1a Enter the numbar of voling mambars of the gavemning body at tha end of the tax i ’

YOEF « 4 & 4 s s s s » 8 & 5 4 & 8 e+ 8 s o+ o« s L

1fthera sra matenal diforances in voling nghts among mambars of tha governing

body, orifthe g 9 body & d broad authonty to on ax committos

or similer camwm, axplamin Schadalo 0
b Enter ths numbar of voting membars inctuded in bne La, above, who are

indepandent « + + « + & 4 & s = 4 s = & s e ¢ » o 13D 3
3 Didsny mcr, dm:m, mm,orm employea have a famsly relatioaship or a businass ralaticnship with any

qthor oficer, or kay amploy I T T T T T S S T S S T S T 2 No
3 mslﬁem:unmn t tral aver mwnmmwwwuwmm 3 | ves

suparvisian of affy ar t eril! ployeesto s qorothar p .
4 Did tho arganotion mt.- any siguficant changes to (e governg documants sinca tha prior Form 890 was

Nm - L] . L3 L] L] . . . . L] L] L . L] . . L] . LI T ) - - - L] L3 4 _Nu“
8 Dud the organeatien bacoms aware dunnp the yasr of s significant d of tha org boscets? . | B No
6 Didtho erganmotion hava memborsoratockholdars? « o 4 4 4 4 = 4 o+ s+ s e s s o | 8 Ne
7a Did tha ergenmation hava membars, stockholders, ar other persons who had tho powarto elect oreppoint one or

mommmembers ofthagovamungbady? o & 4 . & & s 4 s 8 = 8 s w5 5 8 8 s ® No

7a
b Are any govemanta dacisions of tha arganmation reservad to (or subgect to approval by) hars; khaldare,| 7o No
orparsons otharthanthagovammgbody? + & o o o ¢ o 4 s s o » s s o o o &+ @

8 Did the organmation contenporanesusly document tha magtings held or wnittan achons vaderteken dunng the
yearby the fullowng

& Thegowverungbody? . . o & & & & % % s s s % s s % » 3+ s.8 v % s & s+ |Ga
b Each commttan with suthonty to acton behalfofthogovermingbedy? &« « .4 o o & » o o s o o] 8b | Yes

9 18 thare ony officer, director, trustae, or kay employes listad 10 Pert V11, Sacbon A, who cannot ba rogehed ot the
nmnmhonh ding addrass? If *Yey,” providn the nemes tnd addressey o Schedufe 0 . ‘9 Ho

104 Oid the'organtzation havo locsl chaptars, branches, orafbatos? « o o o & & o o o & & .a-

b 11*Yes," did the havo wnit H ond p du the sctvibias ofacch chaptars,
afilistes, and bracches to ensure thair tans sro 1t with the orgamImbon's oxempt purposes?

1ia gx:a:ﬂ:nmmum pravided o complata copy of tus Form 990 to 2!l membaers of ibs gaveming bady btﬂm am

" ® ¥ & @ % @ & §E @ ¥ 4 € & 8 8 & B 8 & = B B
b Dascriben Scheduta O tha procass, (f any, used by ths organmaton o review s Form 980 o & o o o
12a Did the crganmstion hava o wntten conflict of (aterastpolicy? IF WaSgotolneldd o & s & + & o

b “Waro oficers, directors, or trustoas, snd kay employeas required bo ducloss ennually ttarasts that ummn
NERtoCONMELS? & 4 4 & b 4 & s v e B 8 8 2 e 8 & B e s e s

¢ Did the organaston regulary snd consttantly monitor and enforce comphanca wth the policy? I 'Yﬂ.'d:rmh
OEhodoDRhow I WESGNE « + + ¢ 5 % s 4 b s % m ¥ s o s s ¥ o8 3 ov ¥ @

Dud the argonmatron havo o wntten whstoblowerpalicy? « 4 & s s s & s s s s 5 s =
Did the erganzation hava a wittan di t ratantion and d polEY? 4 4 4 4 s e e v .
Bid the precass ford: of tha foll include o reviow and approval by
tndepandent parscns, compammbdity dlh,ﬂndmumuﬂntﬂu bt tien of tha dalibaration and d

o Theargenizmtion's CEO, Executive Director, ortop managamentoMeal o o o o o o o o o o
b Otheroficarsorkeyemployeeoofthaorganizshion + « + & « » + ¢ & & » s s » & =
1°¥as® toline 198 or 156, d be tha p n Schadula O (sen tions)

16a Didtha b t tributa awnels to, or particpate i o Jomt venture or smmder arongement with o
mmﬂ‘nu"mm‘“ﬂ-oooconc--.o---c------
b I7"Yes,’ did the crgenmation Rllow a wtben poliey.orprocadure requinag the erganization to evalusta its
participabon in joint veaturs arangemants under gpphcabla fadare! tax law, and taka stops to ssfeguand the
omiumbon's axempt status mthrespacttosuchamangamants? o + o « o « & » + & & @ 160

E‘Eﬂs

Yas

Yes

Yes

Yes
Yos_

¥ =’E 5 6

EEE

[5[&

g

Sa
17  Listthe Statas with which a copy of this Form 990 s required to ba Aladp-5C
13 Sechon 6104 requres an arganzation to maka (ts Form 1023 (or 1024 dapplicebla), 990, and 990-T (301(c)

(3 anly) H for pubhe how you mada thesa availablo Check all that apply
r'm-.um F another's wabsita |~ Upan mquest r‘ou-ur(uprmmsmmm
19 ba tn Sehedula O whather (ard f s0, haw) the arganization mada its go 9 , confliet af

intarest policy, and Gnanciz) statamants aveilable to tha public dunng the tax yeer

20 St tha name, physical addreas, and talaphane sumber of tha parson who passesses the books end raconds of tha orgammztion
POLGA LISINEKA 1985 RIVIERA DRIVE 103-126
MT PLEABANT,6C 29464 (843)501-1842

Farm 680 (2013)
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Form 990 (2013) Pago 7

corrTemtlnn of Officars, Directors, Trustoos, Koy Employoas, Highest Compensated
Employees, and lm!epam‘nnl Cantractorg
Chack of Scheduts O contams a rasporsaornotatoanylinamMBPARVI] « o o o & & & o o o o « &« I
£a2 A, Bitiears, Piraetors, Trusteas, Key Employass, and Highos 190 L g
1n Complata thia table for &ll parsons required to be histed -Report compansabon for tha catendor yasr andmg wath or wathin the organzation's

tox year

@ Listall of the organization’s cament afMcers, dirsctors, trustoes (whethar individuols ororganmations), regandless of amouat
ofcompansation Entar=0- in eclemns (D), (E), and (F)if oo eompensation was peid

© Listall of the organrzabion’s erant kay employaes, ifeny See matructions for debmtian of “kay employsa ®

@ List tho organzabion’s five t hugh d employees (othar then on officer, director, trustes or key employaa)
who racuved reportabla compenzation (Box 5 of Parm W-2 and/or Bax 7 of Porm 1099-M15C) of more than $100,000 from the
organizztion end any related organzations

& List all of the organmnbion's formar oficers, koy amployoax, or high p

* ofrepartable compensaton from tha orgenizabion end any relatad crgsnzatians

®Listall of tha ergonmabion’ former directors or trustoss that recerved, in the capecity &s a farmer crractor ar trustas of tha

organrzation, more than §10,000 ofroportabls compansation frem the crgaaation and any ratsted orgaanstons

List parsons (n tho following order individul trustaes or dirsctors, institubional trustees, officers, key yeas, high
compansstad amployees, and formar such paracna
" Chack tus box if nagthar tho ofpenization nor any related orgamemtion compenaated any current oMcar, dirsctar, or trustan

tad yoes who d mora than $100,000

(A) (2) [{=] (0 1] "

Numa and Trile Averoge Position (do notehaek : | Reportalle Reportabla Estumatad
hours par | more than one box, unless | compensstion | compansation amountef
wank (lat person (8 both an oficer from tha from related othar
any haurs and o dowctor/trusten) - | omgsrization . P ton
for related ? [ (W= 2/1009- | (W~ 2/2098- from the

organmeatians g §§ E NISC) MISC) oryeRmabion
balow and ralatad
dotted hne) a 8 argenmstions
e A et a
14) JARDRAN LAIINEXT 100
x X o a‘ []
Joesuewt
(1) CAVID owens 10 n,
] X o ]
VT PRESIDINY
13) GHAWN LFRAGE T °]
X X [ [
Sogvewesms

Form 930 (2013)
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Form 990 (2013) Pege 8
SBaction A, OHicars, Directors, wustoas, Koy Empioyaas, snd Highast Compensatod MMH_WE{ T

(A) (8) {€) (D) (E) [

Neme and Tila Averaga Posttien (do notchack Rapartable Reportable Estmatad
hours par | moro than coa box, unless compansabion compensstion | emount of othar
waek (hst parson o bath on cfcar from tha . from ratatad compansanon
any hour and 8 directorftrustas) organzatian (W- | erganmatrons (We from the
for ralated g =y [ | 2/1099-MISC) | 2/1099-MIGC) | argonmation ond

organuations ratated
balow g gg %‘ orgasmzatons
dottad bno) g E - ;
E -4
b BubTotal o+ o 4 . 4 04 s o4 o4 o P I >
e mﬂmmmmwnmmn v e e 4
d Tota(addMoosdbeodAt) v o « 4 4 4 4 4 b o 0 . B i o

2 Tetsl numbarof indrviduals {mctuding but aat kmirted to thosa beted sbove) who racavad maro than
$100,000 of repartable campansabion from tha crgsnmatians0

Yes | Mo

3 BMMcmnmunMtamwmof.mmmwun.m rpioyes, or high i araploy

on bine La? I Yes,* compicto Schodula I forsuch indviduael o s o & s o 5 s s 3 3 = 3 3 Mo
4 Forany (ndividual listed on bza 10, i tha sum of and othar

crgsmmation snd rolated orgamzations gresterthan $1 so.nuot 4 'I"a.’ mm:r«:m

tndrvrdusd L A T I T T B R B T R N S R 1 No
85 Didany parsan lstad on ine Le raceive orscorue compensabion from any unrelated crgentration or (ndvidual for

sarvices randered to the arganastion? If Yes,"completn Schedifo Jforsuch pOr8on & s o s+ o s o & B No

—Saction B, Indepandant Contractops
Complatn this tabl for your fve highest compensetad mdzpandant cantractors that receivad more then $100,000 of

1

compansation hm the organgztion Ropart comp for tha di youranding anding with or wethin the organization's tax year
[J
P - bessgmncteees | congoaon

2 Tolal numbar of independent contractars (includmg but not bimited to those liated above) who recesvad mora than

$100,000 of compansstion fum the srganmahon b0
Form 990 (2013)
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, Form 980 (2013)
Ststemant of Ravenue

(A)
Total evecce

H

{0}

=]
Unralated
basmase

e

I ;

ton undar
sechions
812-514

Contribations, Gifis, Grants
end Other Simflar Amounts

n.lﬂve

Federslad campligns o« o
Membershipduss + o« «
Pandressmgavenats « o o« o
Relsted orgramabions « .+ o
Cowerenend gouty {Cootriatoa)
e

Eooonth extnbotom ytded @ toas
U

ToteLAddbras de-dl o , . .

B FEERFEE

il

.

..

b 4

_

Progem Bervice Reverue

Busipesa Code

* All atier program sefvice revancs

Mll-lddhm“-ﬂo e e

.

T

Other Revenuo

Y onpopp =

faoan

Euv

O -

Tavestment meoma Ginetuding m,mu!.

aod other pmateremounts) o o« o

e e b

L

Tatoema from of b
Royaltie® « & ¢ & & & & o

ooy ., B

5 b m I

(1) Rexl

Grase rents

(o) Parsonel

Reniz] sy
or flnng

Netrental e or(lass) « o+ o

m Securhies

Cieres Ermoarr
o st of
by

o oot or
other bivo e

Qaq or (k)

Netgunor(loss) « « « » + o

L)
of contnibubions maportad nuuu ie)

Ses Part IV, ima 18

a
Less dsctespenses . o . b
Net inzome or (loas) from fmdratamg

Gross esme oM genenp ectivities
SeoPartlV,Imed9 . . .
a

Loss drrectexpeases . . .

Net meoms or (l9ss) flom gammp Setivitizs « B>

Gross seles of ventory, tese
rxtums end allowen .

Less costofgoodssod . . b
Nt meoma or (tass) from eales of

el « . B

Miseglianeous Revenyae

Businass Coda

o oan E‘E

Allothefreveaus « o+ o+ o
TotaL Addimes L18-33d o .

Yotel ravonon. Sas Instruttions

Form 980 (1013)
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Form 990 (2013)

Do pot induda amounts an (nes G5,

7, 6h, §h, ond 10h of Part VIIL

e

ﬂ‘ﬁﬂﬂﬂ‘lgsé

ZHBHHEGE BuBEBRLER

o a0 oo

Grents and athar assistence to govammants and orgénations
tn the Unitad States Seo Part1V, lina 21

-@rants and other sssiatanca to indvidusls (o tha

Unitad Stotes Seo PartlV, line 22

Grants and othorassistanca to govemments,
Crosnzations, and mdividuals outsida tha United
Statas Sces Part1V, inas 15 and 16

Banafits patd to or for mombars

Comg of tofft s diructors, trustaes, and
kay employess . , , ,

Compansction not imeluded abova, to disqualified parons
(o8 dannsd undorsection 4958(N{1)) end peroons
dascnbed tn sockon 4950(c)3NB) . . . .

Othsr salares and wagas

Pansion plan aceruals and contnbubang (tneluds suchion 404 (k)
eod403(b) employarcontnbutions) « . . .

Othorsmployesbanehts , , . , , ., .
Poyrolitoxes . . . , , . . , ., . .
Fous fur services (non-employees)

Monogemeat , . . , . .,

Lagel v« . « . . . . .,

Accoualid + & 5 4 4 s 4 4 . . s
L
Professtonal fundmramg servicas Sao Partlv, tina 1?
Investment monagemantfoes . . ., . , .

Othar (Itline 119 amownt excaeds 10% of tmo 5,
cslumn (A) omount, list tme 119 expences on
Schadula®) o . . . . . .

Advertamgend promatien . . .
OMcaexpanios + o+ + » « o+ .
Informabion tachnology o o & o o .
Royaltes . .

OCCUPEALY & & & & 4 o o o o o &
TAval o . L s s s e s e e

Pay of travel or enb far any federal,
state, orlocal pubbcoftenals . . , , , .

Confsrences, coaventicns, andmeetings , . . .
Interest . . . . . ., ., . . . .

Paymonts tooffiliates » ., , . , , .,
Dspractution, deplshion, ond amsrtntion o . . s s
Insurance , . , , , * v & s s & w8 s @

Other Itamus not coversd ebove (List
miscallansous expenses in ke 240 Ifhing 24e amount excesds 10%
aflne 25, columa (A ) smount, list lige 240 axponses on Schaduls O )

Page 20

§

i

Al other expanses

Total functican! axponoes. Add linas 1 thiough 24e

11845M

1834,671

mmt:mhummmmhamm
repartad i caluran (8) jount costs from o combimad

sducations) campaign aed findratsing soliestation Chsek
har b [~ of followeng S0P 98-2 (ASC 958-720)

Form 990 (2013)
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Farm 990 (2013)

Poga 11

Balanca Sheot
Chack f Schadule O contains a response ornototo any knainthus PatX « o+ o+ o

Oll.‘r

Assels

LI - TR

Cosh-non-interest-DABARY « & « & o s 4 o s o o » 4

B,
B t|-4 )or oar End%f’nur
Sifianing of yoor Bndoryare

107,60

Gavings and tomporery coshinvostmants « .+ 4 4 4 ¢ & & &

18,002

Plodgasandgrantereceivablo,mat « v &+ & 4 & o o o

Accountsrecmiveble,nat & . . 4 4 4 6 & s o4 & s s

ES LA L]

Loans and othar bles from and former officers, directors, trustaos, key
ployaes, and tighest comp d employess Complate Pert 11 of
Schaddol « & & & & o ¢ + & 4 & 8 2 8 & & s @

Logna and other ecervablos fom othar disqualihed persons (o8 defned undar
saction 4958(M{1)), persens descnded i sactian 4958(c}3 XB), asd centrbuting
employers end 8pansenng orgIREALINS of section 501 (eI ) voluntary omployaas'
benahciary erganmations (see instruchons) Complata Part1] of Schedula L

Notesendloansrecoveble, ot & & & 4 4 o 4« o & & &

Invontonad forealeoruse « . o 4 4 4 s s 4 8 6 8 8 4

Prupaid asanddaferredcharges « . .« . . & s s e

Lk ]

V1 ofSchedula D
Loss occumclated depraciation o o+ o o o

Land, burldings, and equipment costorother basts Complata Part ,L“
105

Investmants—publiclytrmdedsocuntioas o « o o o o o & & o

Investments—othersecunbies SeoPartIV,lmell . . . . .
I ta~prog loted SooParIV,linedl o . 4 . .

Rmmmm..-....-.......

Othorassats SeoPetIV,lmedl + 4 & 4 o o 4 o & &

'rminmaunmlmm_g_nastmtaw_guuq IS TN )

Liabiifias

BEBEER[EESEEE, Bow

Accounty payobleoacdgcCruad axpensos .« o« o« o 4 » s s e

Grontepoyabla « o+ ¢ 4 % 0 6 4 & & 5 8 8 & & & a

Deforredravantis 4 o o & & 4 4 2 4 & & 5 5 & & »

Taxeaxemptbondlebilhas . o o o o o o T Y

Escrowor custadial sccount liatility Complato Part IV of SchedulaD o o

HEHEPHBEHAEEE

Laans end other payables to current end former officers, dirsctors, trustass,
kay employees, highest compensated amployees, ond disqualifiad

parmons Complate PertdlofBchadulal » + &+ & « & . & & o

rtguges and notes pay to dihirdparties .

Unsecured notes and loans peyablo bo unratatod thudparties » o o+

Other habatines (including feders! tnx, payzblos to related thind partios,
ond other batalitos sot mcluded on bnes 17-24) Complets Pert X of Scheduls

L

= = 8 s 8 s & s &

mmaumumnzs R ST N T N N N

Net Assets or Fund Balances

gey

gbRpe

Organtoxtions that foflow SPAS 117 (ASC £58), chock ber b F end complsta
lioos 27 through 29, end Bnes 33 acd 34,
Unrestncted nekassals & o & 4+ 4 5 4 s & + 4 o &

1,418

Tamporenly rostnicted net88sats &+ « » 4+ & + 8 4 4 . .

Parmonently restrictudnetessels o o o« 4 4 ¢ & 6 . . s

[elsly
;

Omgactmtions thet do not follow GPAS 117 (ASC 838), chedk P [ and
anmplata (nos 30 khoogh 34,
Capits) stock ar trust pancipsl,ercurmantAunds o o o o o . .

Paid=1n ar capitel surplus, or land, building oroquipmentund & . . .« o

R armings, andy lotad , oF other funds

Totalnotassatworfmndbalsnces « ¢ « & & s « & . .

o] = o3

Total lmbihbias and net assatsMndbalances . o o o o o o o

Form 990 (2083)
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Form 990 [2013)

Paga 12

EiBedl Reconcilliation of Net Assets

Chack f Schadula O contams aresponse ornctotoanyhnamiusPartXl . . « « «o + o o = o = = & = ]

Total revenue (must equal Part VIIL, column(A)ln812) = « & « o & = & s ¢ & =

2,650,884

Total expenses (must equal Part IX,column{A),lnB25) ¢« « « o ¢ o« o o o « = o

2,166,971

Revanue less expenses Subtracthino2fromlingel . o ¢ o« o ¢ o o o o« = = 8

483,913

Net assets or fund balances at beginning of year (must equal Part X, hne 33, colomn (A)) .

0

Netunrealized gamns {losses)ontnvestments . « . « & & & s = 2 = = s = =

Donatedservices andusecffacthiias . . <« & « + o & = & = = = s = = @

@ N6 o w e B W L

Priorpencdadpstments « o o« o« « « = s & = « o o & s o o s s o

9 Otherch maat orfund bal {oxplamninSchodula0) = = « « & & o o

10 Not assets or fund balancas at and of yaar Combine lines 3 nzd_._uw 9 (must equal Part X, liné 33,
column (B))

483,913

[EHE Finandial Statements and Reporting

Chack fSchaduls O containg o responseornotatoanylnamtusPartXIl & o & « « « = = = = = + = r

1 Accounting method used to prepara tha Form 990 F cash |~ Accrual [TOther
1 the organmzation changed its mathsd of sccounting from & prior year or chackad "Othaer,” explain in
Schedula O

2a Wern tha orgaruzation’s financml statements compiled or reviewsd by 2n indepandent accountant?

If*Yes,’check a box wnu_i_n. indicata whather tha financial statements for the year wera n!.nunna or B¢E£wn on
o saparate basis, lidatad basis, or both

I Separate basis I™ Consslidated basis |~ Both consolidatad and separata basis
b Were the organzations financial statements audited by an tndapandant sccountant?

| 1fYes,’ chack o box below to indicata whother the Anancial statemants for tha year ware auditad on a separate
i bagis, conschiduted basts, or both

“ F Seperato bams ™ Cansolidntad basts I~ Bsth consolidated and saparats basis

& If"Yes,” to kne 2a or 2b, does the organzation hove a committes that assumes responsibility for oversight of the
| audit, raview, er comptiabion of rts financial statemants and selectian of an indepéndent accountant?

' 1fthe crgamzaticn changad eithar s oversight process or selection procass dunng tha tex _._.81 explamn in

. Schedula O

i
3a As a rosult of a faderal award, was the organzation required to undergo en sudit or audits as st forth in the

+ Smgla Audit Actand OMB n“«ncrw A-1337

[ 17=Yas,” did tha organzation undargo the ._.uaﬁ_.un sudit or sudits? u«n"w Sunn.ﬂuua did not undargo the

" required audit orsudits, explamn why m Schedula O and descnbe any stops kaken to undergo such audits

Yes

Yes

No

3a
3

Form 920 (2013)



SCHEDULE A

Public Charity Status and Public Support
(Form 830 or 880E2)

Complste If the lzatlon ls & sectlen 501(c)(3) orp I=2tloner & sectlon 4947(a){1)
»ponaxempt charitable trust.
PMndnloForrnmorFormno-E.Psnnpnmtu!mmhm.

P Informatlon about Schedule A (Form 990 er 990-EZ) and Its Inst ructiens Is ot
www.lrs.gav/formes0,

Name of the organtzation Emplayer Mentif lcatlon number
PALMETTO KDS FIAST SCHOLARSHIP PROGRAM INC

Reason for Public Charity Status (All o anizations must complete this part.) See instructions.
The arganization Is not a pnvate faundation becsuse itis (Forlines 1 through 11, check only one box )

Depanmant of Ihe
Treamry
Lriermal Revervs Sarvicn

1 [T A church, eanvention of churches, orassociation of churches descnbed in sectlon 170(b)(1) (A} (1),

2 [T A school deschibed tn eection 170(b)(1)(A)(l). (Attach Schedule E )

3 [T Ahosptalors cooperstve hospital service organization descnbed in sectlon 170(b}(1)(A) (00,

4 [ A medical research organization operated in conjunction with a hospital descnbed in sectlon 170(b)(1)(A (1), Enter the
hospital's name, city, and stote

5 [ Anorgenization operated for the beneht of a college or university ewned or d by a gov lumit descnbed 1n
sectlon 170(b)(1) (A)(Iv). (Complete Part 11 )

6 [ A federal, state, or local g or gover tal umit descnbed in sectlon 170{b)(1)(A)(v).

7 [ Anong n that ¥ 1ves a sub I part ol its support from a governmental unit or from the general public
descnbed in section 170(b)(1)(A)(v]). (Complete Part 11

8 [T A community trust descnbed in saction 170(b)(1)(A)(vI) (Complete Part1l )

9 [ Anorganmation that normally recewves (1) more then 33 w2 of its support fram contnbutions, membership fees, and gross
receipts from activities relatad to its exempt functions—subject to certain exceptions, and (2 ) no mere than 33y of
1ts support lrom gross investment income and unrelated business taxable income (less section 511 tax) from businesses
acquired by the orgamization after June 30,1975 See sectlon 509(a)(2). (Complete Part 111 }

10 [T An arganization erganized and operated exelusivaly to testfor public safety See sectlon 509(a)(4).

11 [T Anorganization orgenized and operated exclusively far the beneht of, to perfarm the functions of, or ta carry out the purposes of
one or more publicly supported organizations descnbed in section 509(a)(1)or section 509(a){2) See saction 509(a)(3). Check
the box that desenbes the type of supporting organzation and complate lines 11¢ through 11h

o ["Type! b M Typell e ™ Typelll- Functionally integrated d [~ Typa 111 - Non-functienally integrated
e [ By checking this bex, 1 certify that the s not lled directly or indirectly by one or more disqualihed persens
other than foundation managers and other than ona or more publicly supported ] d bed in 509{a)(1)er
sectron 509(a)(2)
f Ifthe erganization received a wnitten determination from the IRS thet it 1s aTypel, Type 11, of Typa 111 supperting organization,
check this box l"J
'] Since August 17, 2006, has the organization accepted any gift or contribution from any of the
followang persons?
(1} A person who directly erindirectly controls, aither alone or togethar vath parsons desenbad in (u) Yeu | No
and (1) below, the governing body of the supported erganization? 11g(1)
() A farmuly member of a person d din (1) abova? 11g(h)
(1il) A 35% controllad entity of & persen described in () or{n) above? L1g(iii)
h Provide the faliomng information abaut the Eupported organization(s)
(1) Narme of () EIN (i) Typn of () Is the (v} 0id you nolity (vi) 15 tha (vil) Amount of
supparted 9 tion in the org or n monetary
organtzation (desenbed on col (I) hsted in incel (i) of your cel (1) erganized sSupport
lines 1- @ above your gaveming support? intheU s ?
erlRC section document?
(sen
o ) Yea Ho Yes Ho Yes Ha
Total
For Paperwork Reduction Azt Motlcs, soe the Instructions for Form 990 or 9I0EL, Cat No 11285F Schedule A Form 590 o1 2052) 200)
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Beheduls A (Form 090 or 990-EZ) 2013

" 990- — Pogo 2

ERIEUIE Support Schedule for Organizations Dagcribod In Sections 470(b)(1)(A)(Iv) and 170(b)(1)(A)(vI)
(Completa only tf you chackad the bex on fina 5, 7, or 8 of Part 1 ¢r o the rganzation faled'to quah! er”
pAg L, I tha omanzako HE 10 guak fF N tes 00 oW, piofge compiatn Part J1T

[} Publle Suppa

Cuiendaryear (et fscalyoarbogiing | (0)2000 | (92010 | (@ 2013

(d) 2012

(o) 2013

() Tota!

1 Gits, grants, cortnbutions, and
mambarship faes recevad (Do not
tnelude any “unusual
grants °)

1-“9.“11

2,640,802

2 Tax roavenuas lavied for the
orgsnimbion's benalt and ethar
pid to or axpandad on its
behall

3 Tho velun of services orfacilittas
furnished by s govermmantal unit to
tha orgenzation without charge

-1

Total Add lines 1 through 3

Tha portian of total contnbutions
by aach parscn (ather than e

¢ unt or publicly
supportad argerabton) elvdad on
itna 1 that axceeds 2% of tha -
smountshown on bina 11, eatumn

=

n
[] nﬁ:cmﬁuhad bro § from

1404,355

{-]
e T oeted | o)2000 | mya0t0 | (wa20s3

(d 2012

(0} 2013 (1) Total
24 339,08

7 Amounts from line 4
8 Gross meoms from wnterest,

+ dividands, psymants received on
sscuntias [oans, rants, royalbos
end meomae from samiler
aourcas

l-ll

n

9 ESNBHMI mmhd

N or
not the businzes 18 rogulardy
cemed an

10 Otharincoma Donotmdddooam
oriess from tha ssla of eapits)
assats (Explom o Pert IV )

11 Totel cppark (Add linas 7

1849,670

Grass pte from refated sct 8tc (sas cbons )

12

12
13 Finst fiva yoars. If tho Form 990 13 for the orgarmabion's Rmt, sacond, third, fourth, or Afth tox yesras a 501(cX3)organczation, ca;epk

Skt tbent ot S 2 B b 3 3 8 3 % s 3 s $ 3 8 % % s 4 5 & &

g of Publle Support percantago

T o ¥ unpore Pa i
14 Public Uppart parcantage for 2013 (Lne 6, celumn (F) dividad by las 11, eclumn (1))
13  Public suppart percentaga for 2012 Schedyle A, Part 1], lina 14

180 33 /3% support bext=201% 11 tho orgenixation did not check tha bax on ke 13, andline 14 13 33 1% or mora, check this box

and stop hero, Tha organmzton qualifies as a publicly supported arganimbon

b 33 17365 suppart test—2012, Ifthe organmation did not chack a box on lme 13 or 168, and kno 19 18 33 17 or mor, chack this

box nod stop bere, Tha organzstion gualifios ss o publicly supportad organixation
'ecte-ond-droamtanoes

173 1036 trak=201% If tha arganizmtron did aot check 8 box on lins 13, 16e, or 16D, and line 14
19 10% or morw, and o the organzation meats tha *facts-and-circumstances® tast, chack this box and stop bara, Explatn
0 Part1V how the organtation moets the “focts-and-circumstances® tast Tho orgocation quatd B

ergsamshon

-] Wmmmm-m"hnmmhmmsmmaobmmwu.ldl.ub,crl?a.nuhu
15 s 10% or moro, andf the eryenizaticn meets the *fects-and-circumstonces® tast, ehack this box aad stop here,

Explain in Part IV how tha crgeruzabizn masts tha *fects-and-circumstonces® tast Tha organzabon quakifes us a publicly

supported organzaton

18  Privato foundation. If the ergerization did oot check @ bax on lne 13,188, 18b, 175, 0r 17b, chack tus box and see

instructions

14
15
"
™
a8 8 publicly supp
M
-
N
Schrdude A (Fom 990 o7 D90-ET) 2013
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Schedulo A (Form 990 or 980-E2) 2013

4

o

Calendar [
nd -M(wln)l' your

e
1

iz

Pegn 3

Support
(c:rﬁ if you

checked the

box on lina 9

Schodula for Organjzotions Doscribed In Sottion 505(a)(2)
of Part I or if the erganzaton faded to quahfy under
(HS1 {_ut i HICHSE COMPain Far

(o) 2009

(b) 2010

() 2011

(d) 2032

(o) 2013 {f) Total

Gifts, grants, contnbutions, and
membarship faes meaived (Do not

includa any *unususl grants *)
Gross recarpta from sdmastons,
merchandisa sold or ssrvices
parformad, or fecihbes furmshed 1n
any activity that s ralsted to tha
organzation's tax-anempt
purposa

Groos raca:pts from scbvitias that
ara nat an unrelsted trade or
businoss undar sectron 513

Tax revenues levied for the
organrzstion's benefitend erther
paid to or expended on (s
behsalf £

Tha valus of services or facihibes
fumnished by o govemmantal unit to
tha orgenrzation withaut charge

Tolal Add lines 1 through 5

Amounts included on linas 1, 2,
end 3 received fram disqualifiod
persons

Amounts included on lines 2 snd 3
rateived from other than
disqualifed persons that excesd
the graatarof $5,000 or 1% of the
amount on line 13 for the yeer

Add lines 78 end 7b

Publicsupport (Subtract line 7e

] atn] 5 rt

*(a) 2009

(b) 2010

(2011

{d) 2012

{e) 2013 {7) Tatal

Amounts fram hna 8

Gross (ncoma from mterast,
dividends, psymants received on
secunties loans, rents, royalbes
-and incoma from samlar
SOUEeS !

Unrelstod businsas taxeble
meama (less secton 511 taxes)
from busmnesses acquired sfter
Juna 30,1978

Add linas 100 and 10b

Natmcoma from unrelated
businass activitisd not included
mlma 10, whather ornot tha
busmess ts regularly camed on

Otherincoms Do not tneluda
gainor loss from the sele of
capital asants (Explan in Part
v

)
Tote! support, (Add Imas 9, 10¢,
i1,ond12 )

First Five years. 11’ the Form 990 19 for the organmatron's first, second

ctlon C. tia| Pul

, third, fourth, or hth tax yeer as & 501{c}{3) arganization,

¢ Suppo

15  Public support percentags for 2013 (line 8, column (f) dividad by tine 13, ca!uﬂmﬁi

17

Tnvestment incoma percantagn

2013 (ine 3

A WG FuieT
0e, column (M) divid

16  Pubhc support parcentege from 2012 Scheduls A, Part 111, hna 15

' ting 13, column (1)

18 Investmant incomae percentage from 20432 Schedide A, Part 111, kne 17

i
b
an

¥
B

= -1 ) 1 1

epport besta—2013. 1f the arganizaton did not check the box on hee 14, ard fins 15 & mare then 33 4%, end (ma 17 @ not
mara than 33 y, check thes box and stop bere. Tha ergamzabon qualthes as » publicly supported arga
toxie—-2012 If the orgenimabion did not check o box on hire 14 orbive 190, and kma 16 (s more than 33 u7 and !m.}_l_s

nizmtien

Boppork
18 not maore than 33 1o, eheck this box snd stop bere. Thae orgenmstian quahftes as 8 pubhicly supported orgenmaban

Private foundation, If the ergsniation did notchack a bax on tne 14, 198, cr 18b, eheck thrs box and ses (natruckions

>

Beheduto A (Porm 990 or 090-EZ) 2018
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Behndula D (Form 990)201! Page 2

3 Using Hmaruaruums aequsition, , and other Mklmcrmwmmuma mmmma eftts
ccllaction itams (check all that apaly)
8 ™ pubhc exhutibion d [~ Loanorexchango programs
b [T Scholarly rasesrch s [ Other

¢ [T Praservaton for future generatons

49 ;run::ul; descnpton of the crganuation's collsctions and oxplain how they further tha orgonizabion's exempt purpesa in
art

B Dunng tha yaor, did the ergeamestion solieit or recarva donatrons of ert, histoncal tressuras or othor simlar
psaata to ba gold to roiso funds rather than to ba mamteined as part of tha o aamation’s eallacton? __['_'“v_u I~ no
ST Focrow nnz l:mmzini maﬂsemcms. Complate 1? tho ummzmhbn answared “Yos" to Fonm 980,

in s tho orgenizstion sn egant, mtu. :uludull or nﬂm murmmur for contnbutions or other sesets not
inctidad an Farm 990, Part X? Mvas Mo

b Ir*Yes,” axplam the armangumant (n Part X111 sod eamplatn tha followang tablo

- Amoxt
€ Begmning balance ic
4 Addions dunng the year | 14
© Dstnbutions dunng the yeur | 10
T Ending balancs | 3f
2n  Did tho organization includa an amaust on Porm 990, Part X, line 217 M¥es %o

b 1rvas,” axplain the armngemant o Part X311 :M:lr. Mu amm lrgmmun han
Hm ﬁim_u_m Punds, Complnto | q Ware

ia .. Begunning of yoarbalenco .« . . .
b Contnbithon® « + & o s o+ o &
©  Natmvestmant sanungs, gams, and loases

d Grunts orscholarships o + o o o

e Othear oxpanditures for faciition
endprograms + 4+ s e s s 4 s

f Admnistrabive sapsnsas « « o+ .
g Endofyasrbalance « « + o+ +
2 Provide the eshmatad parcentago oftha currant yoar and balance (line 19, column (8)) hald as
& Board desig d or qussrand |
b permanent cndowment b
€ Tumparsnly rastnctad ang th
Tha parcentages in lmas 20, b, and 2c should equal 100%
3a A them endowmant funds not in the possessicn of tho organizstion that are hald and admmstered for the
ompanzsbon by Yes | No
(Dunrelotedorganmabions « « « « « & s s + s &+ 2 & ¢ 4 ¢ & ¢+ 4 s o+ ¢ |30
{0) ralatzd orgonitations + « . P |71
b ll"‘ru‘butn),arnﬂtluhttdnmlmmhhdnmumduﬁ:&a&ulnn’ « ¢ s s s s s+ » s| 3
4  Daescnbein Part X111 the intendad uses of tho argenzakion's endowmant finds

tand, Bulldings, end Equi mt;gt. Complete & the organzation answered 'Yes' to Form 990, Part1v, ine
11, Saa Form 990, Part X, é:_ng ; e

D of Cotarother [(b)Castorather| (c) Acumubited |(d) Book vatia
oscrphion of proparty u‘:’.(m wm‘M

b T T T T S T S S T T

hmm . . - . . . . . L] . . . . . . L3

G Loosgholdimprovements « « « + & s 4 s s s s w

dBqupmeRt . . &+ « 4 ¢ 4 o4 o+ o % v e e o g

O OMEr &« & & & s s s s & 8 % & 8 8 & s @
Total Add linas 10 hle n (d) must oque! Form 980, Pert X, Imadbfe)) « o o o« o o o P 0

Scheduln D (Form $80) 2003
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Schedule D (Ferm 99032013 Page 3
[ERET investmants=0thar mﬁﬂu. Comgista  Ors Grganuatan axswered "Vas' & Form 990, Part IV, oo 110,

() Deserpina ol sssumty et cetsgory

(E)Beak valoa

() Method 8! valsttion
or

oot Poct of (Rieeyz) P
mm—wuﬁuh Camplata I thy Grganeton smswored Voo 10 Form 90, Part TV, Enn 11

{s) Descnptns of crvestomm

{b) Reck vake

(€} Hethod ol vatuabon

Total, S ot o ey B

P —————— L e
06 110 or L1, Sen

Totol, (Crhatn () oo coosl fee P90, Part &, o) e li) p

& Liabably for unpertas ra poscions I Part K1EL, Dravecs the tact o] 0 feataets fo iy e
a7 une irten 38 patitions ondes FIN 48 (ASC 740) Chath hara d the el'lhmummlmn'_

reports tha
provated o Part M1T1

T

Bchdida O (Pocm B30) 013
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091

Scheduls D {Form 990) 2013

e

R 1i%5d Reconciliation of Revenue per Audited Finandial Statam

——_tho ormanuakion answared Yes' to Form 999, Part 1V, ha 122,

Paga 4

. .
nts With Revenue per Return Complate if

T Total revenua, guins, and other support per sudsted Anoncial statemonts . . . . . . . 1 2,650,884
2 Amounts meluded on bina 1 but not on Form 990, Part VINI, hne 12

@  Notunrealzedgamsonmvestments » o o o . o . . . . 2a

b Donated services anduseoffecitibes . . . . . . . . . F-]

L] Recovenes ofpnoryaargrant® o « « + o o o o o o . 2c

d Othor(DescnbamPart XTI} o o o = v o o o o o o o 24

a Addlmes 2athrough2d & . & & & & v 4 4 . 4 . . o om e el e A e 20 o
3 Subtractina2efrombined & 4 4 4 4 4 4 4 e . . . . P g LSS E . 3 2,650,884
4 Amounts included on Form 990, Part VIII, ine 12, but not on hino 1

a  Investment exponses notmcluded on Form 990, Part VIIL, Ime 76 o dn

b Other(DescnbamPareXIII) . . . . @« o o o o o » ab '

c Addbnes4aenddb « « ¢ 4 4 . . 4 4 e 4 e e e a e e e, 4c a
S Total ravanus Add hnes 3end de. (This mustequal Form 990, PertL,lna12) » . . . . . 5 2,650,804

Reconcl of Expenses per Audited. Financiaf Statements With Expenses per Return, Completa
i e amanezaton answared 'Yes' to Form 830, Part IV, Ima 122

1 Tota! axp and K peroudited finenciaiStatamants « . s+ . . . . . 4 o . i 2,166,971
2 bgsnugsﬂgnvanuo»gﬂﬁawwo.vuaux.-_nonu

a  Donstedservicesanduseoffactittes o o o . o o o o . . 2n

b Prorysaradmustment® . « « s 2 » o & 2 2 o o o o 2

c Otharlogses . o & &4 o o 4 o s 2 4 o o o o o 2

d Othor (DascnbamPartXII ) « &« & « & & 2 v o o o » 2

e Addbnes2athrough2d . . & v & & o o o » s o = o * & 2 2 s s = @ 20 0
3 SUBIMELRBO 20 MOMBREL « & & . 4 . 4 4 4 e e e e e e e e e e e . 3 2,166,971
4 Amcunts included on Form 990, Part IX, kne 25, but not on lmo 1z

a Investment expenses not tncluded on Form 990, Part VIILlnme7b . 48

b Other(DescrnbemPEREXIII} & & & & & o o o« o o o o 4

c Addiinos 40enddd - & - . . 4 4 4 b e e e e e e e ..., qc ]
5 Totzl axpanses Add lines 3 end 4c. (This must equal Form 990, PartL,line18) . . . . . . 5 2,166,971

Provida the dascripbions required for Part 11, bnas 3,5,and 9, Part 111, lines 10 and 4, Partiv, haes 1b and 2b,
PartV,lina 4, Part X, kno 2, Part X1, hines 2d and 4b, and Part XI1, Imnas 2d and 4b Also complats thig. port to provide any addiionol

miormation

L

Roturn Refarence Explanabon

Schedula D (Form 930) 2013
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Jefile GRAPHIC print - DO NOT PROCESS | As Filed Data - | DLNS
SCHEDULEM .
(Form 980) Noncash Contributions
»Completa If the org answered "Yes" on Form
990, Part IV, lines 29 or 30,
Oerntoent of e Ty » Attach to Form 930,
Irtecd Reverun Sance rInformation about Scheduls M (Form 990) 2nd its Instructlons Is at

Name of the organization
PRMETIO KIDS FIRST SCHOLARSHIP FROGRAN DNC

ﬂg};&gﬂ Types of Property

OMB No 1545-0047

(a) (b) (<)
Check Humber of contnbutions NHoncash centnbution
) oritems contnbuted amounts reported on

(d)
Method of determining

apphicable Form 930, Part V1L, line
19

Art=Werks ofart . . . .

Art—Histoncal treasures

Arnt—Fractional interests .

L e N

Dooks end publications . . ! f
Clothing and household -
goodE v 6 e W a W

Cars and other vehicles . .

Beoats ond planes . . .

Intellectual property . . .

-3 BT -

Secunties—Publicly traded X 16 1,528,001 |AVERAGE FMY ON RECEIPT

-
o

Secunlies—Clusely held stock .

-
-

Secunties—Partnership, LLC,
ortrustinterests . . . .

™
~

Secunties—Miscellaneous . .

[

Qualified conservation
contnbution—Historic
structures . . . , .

14 Qualihed conservation
contnbution—Other . ., .

15 Aeal estale—Residential

16 Real estate—Commercial . .

17 Real estate—Other . . .

10 Collectibles . . . .

19 Foodinventory . . .

20 Drugs and medical supphies .

21 Tawwdermy + o« o« o &

22 tHustoncal arufacts . .,

23 Scientific specimens |,

24 Archeolegical artifacts , . .

25 Other»|{ ]

26 Otherw( )

27 Other»{________ )

28 Others{ )

29 tumberof Forms 8283 received by the ergenization dunng the tax year for contnbuticns
for which the organization completed Form B283, Part IV, Donee Acknovdedgement « . . 29

Yes | No
30a Dunng the year, did the oryg receive by any property reported in Part 1, lines 1 through 28, that
1t must hold for at least three years rom the dete of the initial contnbubion, and which is not required to be used
lorexempt purpases forthe entire holding penad? « & v+ v v & & 2 4w w s s 4w s 30 Ho
b I1"Yes," descnbe the arrangement in Part 11
31 poes the orgamization have a it acceptance policy that requires the review of any nan-standard t ? 31 Ho
32a Does the crganization hire or use third parties or related organizations to solicit, process, or sell nencash
contnbubIoNS? & & . 4 s 0 v b s s b s v s e v e r s e r e s e e 32a No

b 1I*Yes," descnbe in Part Il
33 [fthe arganizetion did not report an amount in column (c) for a type of property for wiich column (a) 15 checked,
descnbe n Part 11

For Paperwork Reduction Act Notlcs, see the Instructions for Form 990, Cat No 51237

Schedule M (Form 990) (2013)
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* Inforration sbowt Scheduls O (Form 960 or #90-E2} and e butructlons bs o

s

e ©

Kuma of the arganeration

FAMITIO K0S FRST SOHOLMSHIP PROSTAN L

Empieyar Kantification nomber

990 Schedule 0, Supplemental Infarmation

faturn Raterenca

Explanstion

FORN D0, PART VI BECTIOH
ALRE)

FORMGO, PART VI SECTION D,
LrEN

THEFORM 620 smvmmwmormmcasmammmmm ATTHEBDOF
THE COMMENT FERICO, AND WITH THE ADCRESS OF AlY CUESTIONS OR COMMENTS, THEFORM 690 &5
FL

m

FORM 830, PART v\, SECTION,
LrE e

HTOHEETON WITHANY ACTUAL OR POSSELE CONRLICT OF NTDREST, AN RTERESTED FERSCH LAST

CLSCLOSE THE EXSTENGE OF TriE FRANCIAL INTERSST AND BE GVEN THE OFFCRTUNTY T0 DECLOSE
ALL MATERIAL FACTE TO THE DRECTOAS AND NENUIES OF COMMTTEES WWITH GOV 3 BOARD
m;smmwwmmmmm AFTIRDSQOSURE OF
rrEbTNmfuom WATERAL FACTS, AND AFTER ANY DECUSESCNWIH THE HTERESTED
g’é“"‘o&ﬁﬂﬂu LEAVETHEGOVER G BOARD OR COMMTTEE MEETNG VMLE THE DETEMMATION

A COHFLICT ©F NTEREST 15 DSCUSSED AND VOTED LFON THE RIMANI G BOARD OR CoMITTEE
LENEE

RS EHALL DFZDE F A COMPLIST OF NTEREST BXSTS FROGET JRES FOA ALDRESE NG THE CONLIST O
F NTEREST A AN NTERESTED PERSON MAY MAKE A FRESENTATICN AT THE GOVER 045 BOARD 07
o
nmmmwmnemw&mmmmvenmmmmnﬁm
SICH OF, AND THE VOTE ON THE TRANSAGTION CR AFFRANGEVENT NVOLYING THE POSSELE CONFLITT
OF

HIEEET 8 Mwmﬂmwwemmmmmm FAFFROFATE A
FRONTA wmmfmmmmrmmmmwumm TO NHE Mcrosm
TRA

KSACTON ORARRANGENENT € AFTER EXERCENG OLE CLGENCE, THE GOVERANG BAARD OR
cowTT

EE SHALL DETERVD & VWHETHER THE ORGAMZATION CAN OB TAN VWTH REASCNABLE BFFOATS A LORE
?rg:c?ms TRANSACTION Ot ARRANGEMENT FROM A PERSON OR BYTTTY THATWOLLD MOy GIVE RSE
a‘:ﬁ.ﬂ'@l‘ﬂm [+] F A MORE ADYANTAGEDLUD TRAMSACTION OR ARRAMGEVENT B 10T
%uﬂmmnmfmmammmmmmm

CR COUMTTEE BHALL CETERVME Y A MAJORTY VOTECF THE DS NTERESTED DREECTORS VHETHER
THE

TRANGACTION OR AFRANGEVET B ﬂwmmsmm.mmmm A
HOWHETHER IT 5 FAR AMD REASCHABLE. 1 CONFORMTY WWITH THE ABCYE DETERMNATICN T SHALL
MAKEMS mumv&mmmmnnmmlmmf
VIDATES O

FTHE CONFLUCTE OF NTEREST FOLLY A F THE GOVER 13 BOARD OR COMUTTES HAS FEASCrABLE
[+

AUSETOBELEVEA MEVEER HAS FALID TO mwmmmmmmscrmmt

IT SHALL 1FORM THE MEVEBER CF THE BASTS FOR BUICH BELEF AND AFFORD THE MEVIER AN
gmranﬁmmm OSCLOSE B F, AFTER HEARNG THE MEVBERS

AND AFTER VAKNG RATHER NVESTIGATICN AS WARRANTED OY THE CROMGTANGES, THE
gg&%ﬁmﬂmmm#@mmmmmw
?C:UMEET. IT SHALL TAKE AFFROFRATE DISCRLINARY AND CORRIGTIVE ACTION

FORM G50, PART V| SECTION B
LrEs

Mmum;mmmammmmmwwmus
ALLFE

ES ARE AFFROVED UNCER A MANAGENENT AGREEVENT i THE BOARD OF DIRECTORS AL GHEDYS
AND OTH

ER THIRD PARTY DUTGONG MONETARY RELATED FRANCAL TRANSACTIONS WLL BE 8150 NTWTID,

CR ECTESELY AUTHXZID BY THE NONEROFTTS TREAZRER, GHAWN LFRAGE.

FORAN 930, PART V| SECTIONG,
LrE 1

THE FROCRAM MAKES TS FORM 550 AVALABLE FOR FUDLIC NSFECTION LFON REDLESST

FORM S50, PART Wy SECTIONG,
LrE1D

THE FROCAAN MAKES TG COVER &G OOQUNENTE, CONFLICT OF NTEREST oLy AND FRANCAL
STATEMEITE AVALABLE URCN REDLEST

GOEOLER PARTI MO 2

THE FOLLOWTIG SHARES OF BTOGK WERE TRANSFERED Gt MAY 20, 201 FROMOCHOR 12 TOTALEG
§1.29

7,629 785 BHARSS OF MM - $107,570 48 110 EHARSS OF AAFL - § 67,160 00 263 BHARES OF ACP
-5 22371538 295 EHARDS OF BOX - 3 34,130 03 50 BHARED OF ERMD- 5 11,413 35 1,095 BHARES
CF CSC0. 5 25,703 70 870 BHARES OF CTEH. § 41,847 00435 B4ARES OF GD.- § 50,212 05 265
SHARES OF S+ S 26,742 48 11,150 SHARES OF ALU. $354601 00 285 BHARES OF MOT . $ 17.0
26025 SIARES OF UTY, - § 2,852 34 5,102 EHARES OF VYM. S134.017 04

166



EXHIBIT R
Einstein Academy Mail -Palm@l(lds FIRST - Request for Mailing Lim%?omaﬁal . Pagelof2

Einstein\cadour Clalre Cartar< ccarter@elnstelnacademysc.arg>

Palmatto Kids FIRST - Request for Malling Lists for Potentlal Donors

1 message

Info at Palmetto Kids FIRST < Info@palmetiokidsfirst.org> Fri, Feb 28, 2014 at 10:17 AM
To: “Info@pelmettokidsFIRST.org” <info@palmettokidsfirst.org>
Bee: ccartar@elnstelnacademysc.org

Dear Scholarship School Officials:

We may be the only SFO actively diatributing scholerships (per press reports), but that dees not mean the
other SFO's ara not engaging In the race to reach the $8 million tax credit cap as fast as possible,

Iwas Informed by a pmﬂyamﬂay(mmslaohaaadﬂldatacamwommmmw recelved (via US
mall) “donor* information for the Charteston Diocese's St Thomas Aquinas Schaolarshlp Funding
Orgentzation (which anly supports Cathallc scheols), This parent is not Catholie, nor I8 thelr child attending
the Cathofic school efigibie for a scholarship grant. [t Is 8 mass malling for afl donors. The Dlocesa has
also sald they were Including Infarmation In thelr weeldy church fyers.

The Charesion Dlccese (snd mably the SC Assoclation of Christlan Schools - thelr SFO Is Advance
Carolina) hes more "command and control* over thelr member schools to requira these sort of donor ralse
efforts ... but obviously we stand reedy and desparately what to Implemant stmflar donor awareness
programs (within the school support community) as well. Gemn’.gﬁm ralssd thelr antira $58 milllon cap
this year in just 22 days - average donation approximately $2,000. Youwould ba shocked ns to how
quickly $1,000 - $3,000 donations add up - and wa need masa school community support (parents, alumnl,
board, administration).

ifyou are wiling to share any melling list with us, plsase let mo know. [Parent llst, Atumni List, Board List,
School Oonor List, ete.] Our typleal package has a Intro latter, pledge form, TC-57A, and retum envelope,
We gre buflding our own {ists from parent applicants and the *manual” route, but your help would greatty
speed the process aspecially in light of the “competiion®,

Thanks,

Jeff Davis
Donor Assistance Volunteer
843-901-8038 (cell)

P.8. As many of you are aware, the only thing stowing us down In issulng more scholarshipa s how fast
wo are able to ralse the funds. As of yestarday, we have currently ralsed $745,856.02 and with fssued
$600,000 of scholarship grants to 77 kids at 11 differont schools (plus $85,000 aliocatad to schools
awaiting paparwork). We are gatiing the funds out to schoalsffamilles as fast as wa can, and urgently need
$2 milllon more for our 2nd samaster scholarships ... and ansther 33 - 34 mililon +++ for tha fall 2014-2015
scholarship grant requests.

Palmetto Kida FIRST Scholarshlp Program, Ine,
1288 Riviara 07, 103-128 | A1, Plassant, 6G 28464

843-601-1042 (offica volcomall) | info@petmenokies IRST.0 | Wi paimytnAdsFIRST.0rg
Liko us en P Bt www.lfzcehook ttokids FIRGT

IEPORTANT NOTICH AND MHSCLAIMER: Mummmwmmmmmsaum
WMuwHQMrWNmummhmwmﬁﬂaa&mm%gmmmau

hnps:!!mniI.gongle.com!nwillufﬂ!‘?ui*—ﬁ&lkﬂfeb?b??u?&ﬁemt&semdﬁnhox&lhﬂﬂ... 212812014
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