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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Activities

Great Hearts Louisiana, Inc. (GHLA) is a Louisiana nonprofit corporation established in the
state of Louisiana. GHLA is a subsidiary of Great Hearts America (Great Hearts), an Arizona
nonprofit 501(c)(3) corporation. GHLA is a tuition-free charter public school in Baton
Rouge, Louisiana that will enable students to: (1) acquire critical reasoning and
communication skills; and (2) explore the cultural and scientific achievements at the heart of
the liberal arts and sciences. GHLA promotes a curriculum emphasizing personal integrity,
creative imagination, community service, and a lifelong quest for learning. GHLA will not
deny admission based on ethnicity, national origin, gender, income level, disability, religion,
academic ability, artistic ability, athletic ability or the public school district that the child
would otherwise attend under Louisiana law, or any other factors prohibited by law. On
November 9, 2021, the Louisiana Board of Elementary and Secondary Education (BESE)
approved the charter of GHLA to operate a Type 1 charter school. The current charter expires
August 7, 2027. GHLA commenced operations in July 2023.

Basis of Accounting and Financial Reporting Framework

The financial statements have been prepared on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America (GAAP) as
promulgated by the Financial Accounting Standard Board (FASB).

Basis of Presentation

The financial statement presentation follows the recommendations of the FASB in its
Accounting Standards Codification (ASC) 958-210-50-3, Financial Statements of Not-for-
Profit Organizations. Under FASB ASC 958-210-50-3, GHLA is required to report
information regarding its financial position and activities according to two classes of net
assets:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of
GHLA. GHLA’s board may designate assets without restrictions for specific operational
purposes from time to time.

Net assets with donor restrictions: Net assets subject to stipulations imposed by
donors and grantors. Some donor restrictions are temporary in nature; those
restrictions will be met by actions of GHLA or by the passage of time. Other donor
restrictions are perpetual in nature, whereby the donor has stipulated the funds be
maintained in perpetuity. As of June 30, 2024 and 2023, there were no net assets with
donor restrictions.
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amount of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported amounts of revenues and
expenses during the reporting period. Accordingly, actual results could differ from those
estimates.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, GHLA considers all demand deposits and
highly liquid investments with a maturity of three months or less to be cash equivalents.

Receivables

Grants and other receivables are stated at the amount management expects to collect from
outstanding balances. Management provides for uncollectible amounts through a
provision for credit loss and an adjustment to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still outstanding
after management has used reasonable collection efforts are written off through a charge
to the valuation allowance and a credit to accounts receivable. At June 30, 2024 and
2023, no allowance has been recorded as management considers all receivables to be
fully collectible.

Property and Equipment

Property and equipment are capitalized at cost and updated for additions and retirements
during the year. GHLA maintains a capitalization threshold of $5,000. Improvements are
capitalized; the costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend the asset’s life are not. Depreciation is computed using the
straight-line method over the following useful lives:

Computers and software 3 years
Textbooks 3 years

11
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Revenue Recognition

Contributions are recognized when cash, securities or other assets, an unconditional
promise to give, or notification of a beneficial interest is received. Conditional promises
to give are not recognized until the conditions on which they depend have been
substantially met. GHLA reports contributions of cash or other assets as restricted
support if they are received with donor-imposed restrictions or requirements that limit the
use of the donation. A donor restriction ends when a time restriction is met or a purpose
restriction 1s accomplished. As restrictions are met, assets are reclassified to net assets
without donor restrictions and reported as net assets released from restrictions in the
statement of activities. When a restriction expires, net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restrictions.

Revenues from federal and state grants are recorded when GHLA has a right to
reimbursement under the related grant, generally corresponding to the incurring of grant
related costs by GHLA, or when otherwise earned under the terms of the grants.

Contributions of donated noncash assets are recorded at their fair values in the period
received. Contributions of donated services that create or enhance nonfinancial assets or
that require specialized skills provided by individuals possessing those skills and would
typically need to be purchased if not provided by donation, are recorded at their fair
values in the period received.

In addition, GHLA receives services donated by parents and community members in
carrying out GHLA s mission. The value of these services is not recognized in the
accompanying consolidated financial statements as they do not meet the criteria for
recognition under GAAP.

Leases

GHLA applies judgment in determining whether a contract contains a lease and whether
a lease is classified as an operating lease or a finance lease. GHLA defines the lease term
as the non-cancellable term of the lease, which may include options to extend or
terminate the lease when it is reasonably certain that GHLA will exercise that option. The
lease term 1s used i determining classitication between operating lease and finance lease,
calculating the lease liability and determining the incremental borrowing rate.

GHLA also applies judgment in allocating the consideration in a contract between lease
and non-lease components. It considers whether GHLA can benefit from the right-of-use
asset either on its own or together with other resources and whether the asset is highly
dependent on or highly interrelated with another right-of-use asset.
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Leases (continued)

GHLA is required to discount lease payments using the rate implicit in the lease if that
rate 1s readily available. If the lease does not provide an implicit rate, GHLA uses a
risk-free rate based on the information available at commencement date in determining
the present value of lease payments. Information from the lessor regarding the fair value
of underlying assets and initial direct costs incurred by the lessor related to the leased
assets 1s not available.

Functional Expenses

Directly identifiable expenses are charged to program services, management and general,
and fundraising. The costs of providing the various programs and other activities of
GHLA have been summarized on a functional basis in the statements of activities and in
the statement of functional expenses. The financial statements of GHLA report certain
categories of expenses that are attributable to more than one program or supporting
function, such as salaries and related payroll expenses, other purchased professional
services, etc. These expenses are allocated based on actual time and effort on the basis of
payroll.

Income Tax Status

GHLA has received a tax-exempt ruling under section 501(c)(3) from the Internal
Revenue Service and, accordingly, is not subject to income tax unless it has unrelated
trade or business income. Accounting standards provide detailed guidance for financial
statement recognition, measurement, and disclosure of uncertain tax positions recognized
in an entity’s financial statements. These standards require an entity to recognize the
financial statement impact of a tax position when it is more likely than not that the
position will not be sustained upon examination. As of June 30, 2024, GHLA believes
that it has no uncertain tax positions that qualify for either recognition or disclosure in the
financial statements. Tax years ended June 30, 2021 and later remain subject to
examination by the taxing authorities.

New Accounting Pronouncements Adopted

GHLA has adopted the Current Expected Credit Losses (CECL) accounting standard, as
per Accounting Standards Update (ASU) No. 2016-13, "Financial Instruments — Credit
Losses (Topic 326)." The standard introduces a new model for estimating credit losses on
financial instruments. After a thorough evaluation, management has determined that the
impact of adopting the CECL standard on the financial statements is immaterial. GHLA
has considered factors such as historical loss experience, current economic conditions,
and other relevant factors in its credit loss estimation process. As a result, the adoption of
the CECL standard has not had a material impact on GHLA’s financial position, results
of operations, or cash flows.



GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

(1) NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

New Accounting Pronouncements Adopted (continued)

In February 2016, the FASB issued ASU 2016-02, Leases (Topic §42), which supersedes
existing guidance for accounting for leases under Topic 840, Leases. The FASB also
subsequently issued the following additional ASUs, which amend and clarify Topic 842:
ASU 2018-01, Land Easement Practical Expedient for Transition to Topic 842, ASU
2018-10, Codification Improvements to Topic 842, Leases; ASU 2018-11, Leases (Topic
842): Targeted Improvements;, ASU 2018-20, Narrow-scope Improvements for Lessors;,
ASU 2019-01, Leases (Topic 842): Codification Improvements; and ASU 2021-09,
Leases (Topic 842): Discount Rate for Lessees That Are Not Public Business Entities.
The most significant change in the new leasing guidance is the requirement to recognize
right-to-use (ROU) assets and lease labilities for operating leases on the balance sheet.
The adoption of these Updates had a material impact on GHLA.

Date of Management Review

Subsequent events have been evaluated through December 1, 2024, which is the date the
financial statements were available to be issued.

2) LIQUIDITY AND FINANCIAL ASSET AVAILABILITY

GHLA maintains its financial assets primarily in cash and cash equivalents to provide
liquidity to ensure funds are available as GHLA’s expenditures come due. Total amount of
financial assets at year end 2024 and 2023 are $886.,425 and $720,085, respectively.

3) GRANTS RECEIVABLES

Grants receivable at June 30, 2024 and 2023 consist of the following:

2024 2023
Due from State of Louisiana $ 323575 % -
New Schools for Baton Rouge - 450,000
$ 323575 % 450,000
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

CONDITIONAL CONTRIBUTIONS

GHLA received conditional contributions during the fiscal year ended June 30, 2024.
Conditional contributions are recorded when the donor-imposed conditions are
substantially met. Certain conditions are required to be met by GHLA in the subsequent
years in order to earn and receive these amounts. As of June 30, 2024, amounts awarded
but not yet earned totaled $200,000. While management believes that GHLA will meet
these conditions, they had not been met as of the year ended June 30, 2024. Accordingly,
no amount has been recorded for these conditional contributions as a receivable in these
financial statements.

PROPERTY AND EQUIPMENT

Property and equipment consist of the following as of June 30th:

2024 2023
Computers and software $ 193,990 $ 149 442
Texthooks 181,325 120.695
375315 270,137
Less: accumulated depreciation (92.867) -
Total property and equipment, net $ 282,448 % 270,137

Depreciation expense for the years ended June 30, 2024 and 2023 was $92,867 and $0,
respectively.

NET ASSETS RELEASED FROM RESTRICTIONS

Net assets with donor restrictions were released from restrictions for the following purposes
during the years ended June 30":

2024 2023
Facilities grant $ 500000 % -
Purchase of sport equipment 2,500 -

Net assets with donor restrictions $ 502500 % -

—
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

CONCENTRATION OF CREDIT RISK

GHLA maintains cash in bank accounts in excess of insured limits periodically. GHLA
has not experienced any losses and does not believe that significant credit risk exists as a
result of this practice. At the fiscal year end June 30, 2024 and 2023, there were
uninsured deposits in the amount of $311,923 and $5,907, respectively.

LEASE COMMITMENTS

GHLA entered into a lease for the school campus building under a five (5) year lease
agreement with Great Hearts Properties Louisiana, Inc. commencing on July 15, 2023.
Effective July 2022, an amendment to the lease was agreed to define terms for special
covenants. Lease payments are paid monthly in amounts designated in Exhibit B. The
Exhibit B payment schedule is only for the first five (5) years of the lease as the related
note payable is expected to be refinanced at that time and future lease payments are
currently undeterminable.

Additional information about GHLA’s leases is as follows for the years ending June 30,
2024 and 2023:

2024 2023

Operating lease cost $ 1,005,141  $ -
Cash paid for amounts i lease liabilities $ 1,005,141 $ -
Operating cash flows from operating leases 710419 -
Right-of-use assets obtained n exchange for

new operating lease liabilities 7,074,711 -
Weighted-average remaining lease term-

operating leases 4 years -
Weighted-average discount

rate-operatng leases 4.42% 0.00%

The maturities of lease habilities as of June 30, 2024, are as follows:

2025 $ 1,231,321
2026 1,286,862
2027 1,344 907
2028 1,405,572
2029 1,095,630

$ 6364292
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

ECONOMIC DEPENDENCY

GHLA receives the majority of its revenue from the State of Louisiana. Minimum
Foundation Program (MFP) funding for the years ended June 30, 2024 totaled
$4,062,045. Funding was received from various federal grants passed through the State of
Louisiana totaled $126,859 for the year ended June 30, 2024. There was no Minimum
Foundation Program or federal funding received for the year ended June 30, 2023 as the
school had no commenced operations. The grant amounts are appropriated each year by
the federal and state governments. If significant budget cuts are made at the federal
and/or state level, the amount of funds GHLA receives could be reduced significantly and
have an adverse impact on its operations. Management is not aware of any actions that
will significantly affect the amount of funds GHLA will receive in fiscal year 2025
relating to its grant awards.

GRANT PROGRAM CONTINGENCIES

GHLA participates in a number of state and federal grant programs which are governed
by various rules and regulations. Costs charged to the respective grant programs are
subject to audit and adjustment by the grantor agencies; therefore, to the extent that
GHLA has not complied with the rules and regulations governing the grants, refunds of
any money received and the collectability of any related receivable as of June 30, 2024
and 2023 might be impaired. In management's opinion, there are no significant
contingent liabilities relating to compliance with the rules and regulations governing state
and federal grants; therefore, no provision has been recorded in the accompanying
financial statements for such contingencies. Audits of prior years have not resulted in any
significant disallowed costs or refunds. Any costs that would be disallowed would be
recognized in the period agreed upon by the grantor agency and GHLA.

RELATED PARTY TRANSACTIONS

Great Hearts is the sole member of GHLA; therefore, Great Hearts is a related party.
GHLA has a contract for certain management and administrative services which is based
on 2.5% percent of funding provided by local and state governments. For the year ended
June 30, 2024 and 2023, $101.551 and $61,188, respectively, was incurred for
management and administrative services. As of June 30, 2024 and 2023, GHLA had
$32,785 and $224,844 payable to Great Hearts, respectively. Total contributions of
$1,171,578 was received by GHLA from Great Hearts during the year ended June 30,
2024. No contributions were received from Great Hearts during the year ended June 30,
2023.

RECLASSIFICATIONS

Certain reclassifications have been made to the prior year’s financial statements to
conform to the presentation of the current year financial statements. The reclassifications
have no effect on net assets.

17
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GREAT HEARTS LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2024 AND 2023

PRIOR PERIOD ADJUSTMENTS

During the current year, management identified an error in the prior period financial
statements related to the classification of certain assets. Specifically, certain items
previously recorded as property and equipment were determined to be inventory.
Additionally, certain related costs that had been capitalized as part of property and
equipment were determined to be expenses of the prior period. The correction has been
applied retrospectively, and the financial statements as of and for the year ended June 30,
2023, have been restated accordingly. The impact of the correction on previously
reported amounts is summarized below:

As Previously June 30, 2023,
Account Reported Adjustment As Restated
Due from related party - 15.364 15.364
Inventory - 28,127 28,127
Construction in progress 320,455 (320,455) -
Computers and software - 149.442 149,442
Textbooks - 120,695 120,695
Supples & materials 28,389 6,827 35216
Ending net assets 406,745 (6,827) 399918

18



SUPPLEMENTARY INFORMATION






OTHER REPORTING REQUIRED BY
GOVERNMENT AUDITING STANDARDS









IL.

GREAT HEARTS LOUISIANA, INC.
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2024

SUMMARY OF AUDITORS’ REPORTS

1. The auditors’ report expresses an unmodified opinion on the financial statements of Great
Hearts Louisiana, Inc.

b9

No significant deficiencies or material weakness in internal control relating to the audit of
the financial statements are reported in the Independent Auditors’ Report on Internal
Control Over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Prepared in Accordance with Government Auditing
Standards.

3. No instances of noncompliance material to the financial statements were reported in the
Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in

Accordance with Government Auditing Standards.

4. A management letter was not issued for the year ended June 30, 2024.

FINDINGS - FINANCIAL STATEMENT AUDIT

There were no findings related to the financial statements for the year ended June 30, 2024.



II.

GREAT HEARTS LOUISIANA, INC.
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2024

INTERNAL CONTROL AND COMPLIANCE MATERIAL TO THE FINANCIAL
STATEMENTS

Finding 2023-001 Emplovee Training and Supervision

Condition: GHLA did not identify and record all accounts payable, fixed assets, and
expenses that occurred throughout the year, which caused total accounts payable to be
understated by approximately $117.000, fixed assets to be understated by approximately
$83.000, and expenses to be understated by $34,000.

This finding has been resolved as of June 30, 2024.

MANAGEMENT LETTER

Not applicable.
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GREAT HEARTS LOUISIANA, INC.
CORRECTIVE ACTION PLAN — BESE AGREED-UPON PROCEDURES (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2024

December 1, 2024

Louisiana Legislative Auditor

Great Hearts Louisiana, Inc. respectfully submits the following corrective action plan for items
identified pursuant to the BESE Agreed-Upon Procedures Engagement prescribed by you and the
Louisiana Department of Education.

Name and address of independent public accounting firm:

Ericksen Krentel, L.L.P.

8550 United Plaza Boulevard, Suite 600

Baton Rouge, Louisiana 70809

Engagement Period: July 1, 2023 — June 30, 2024

The exceptions from the Agreed-Upon Procedures Report are discussed below:

General Fund Instructional and Support Expenditures and Certain Local Revenue Sources

(Schedule 1)

Exceptions: One of the expenses did not have evidence it was classified correctly and was
not reported in the proper amount.

Class Size Characteristics (Schedule 2)

Exceptions: Eight of ten classes selected did not agree to the roll books.

Education Levels/Experience of Public-School Staff (NO SCHEDULE)

Exceptions: Five employees’ education levels did not agree between the PEP report and the
personnel file and four employees’ years of experience did not agree between the PEP report
and the personnel file.

Public School Staff Data: Average Salaries (NO SCHEDULE)

Exceptions: Two employees’ salary information did not agree between the PEP report and
the personnel file.

Management’s Response to Exceptions:

General Fund Instructional and Support Expenditures and Certain Local Revenue Sources
(Schedule 1)












GREAT HEARTS LOUISIANA, INC.
AGREED-UPON PROCEDURES
FOR THE YEAR ENDED JUNE 30, 2024

WRITTEN POLICIES AND PROCEDURES

1. Obtain and inspect the entity’s written policies and procedures and observe whether they
address each of the following categories and subcategories if applicable to public funds and
the entity’s operations:

a.

b.

as

Budgeting, including preparing, adopting, monitoring, and amending the budget.

Purchasing, including (1) how purchases are initiated, (2) how vendors are added to the
vendor list, (3) the preparation and approval process of purchase requisitions and
purchase orders, (4) controls to ensure compliance with the Public Bid Law, and (5)
documentation required to be maintained for all bids and price quotes.

Disbursements, including processing, reviewing, and approving.

Receipts/Collections, including receiving, recording, and preparing deposits. Also,
policies and procedures should include management’s actions to determine the
completeness of all collections for each type of revenue or agency fund additions (e.g.,
periodic confirmation with outside parties, reconciliation to utility billing after cutoff
procedures, reconciliation of traffic ticket number sequences, agency fund forfeiture
monies confirmation).

Payroll/Personnel, including (1) payroll processing, (2) reviewing and approving time
and attendance records, including leave and overtime worked, and (3) approval process
for employee rates of pay or approval and maintenance of pay rate schedules.

Contracting, including (1) types of services requiring written contracts, (2) standard
terms and conditions, (3) legal review, (4) approval process, and (5) monitoring process.

Travel and Expense Reimbursement, including (1) allowable expenses, (2) dollar
thresholds by category of expense, (3) documentation requirements, and (4) required
approvers.

Credit Cards (and debit cards, fuel cards, purchase cards, if applicable), including (1)
how cards are to be controlled, (2) allowable business uses, (3) documentation
requirements, (4) required approvers of statements, and (5) monitoring card usage (e.g.,
determining the reasonableness of fuel card purchases).

Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute (R.S.)
42:1111-1121, (2) actions to be taken if an ethics violation takes place, (3) system to
monitor possible ethics violations, and (4) a requirement that documentation is
maintained to demonstrate that all employees and officials were notified of any changes
to the entity’s ethics policy.



Schedule *1” (Continued)

GREAT HEARTS LOUISIANA, INC.
AGREED-UPON PROCEDURES (COUNTINUED)
FOR THE YEAR ENDED JUNE 30, 2024

Debt Service, including (1) debt issuance approval, (2) continuing disclosure/EMMA
reporting requirements, (3) debt reserve requirements, and (4) debt service requirements.

Information Technology Disaster Recovery/Business Continuity, including (1)
identification of critical data and frequency of data backups, (2) storage of backups in a
separate physical location isolated from the network, (3) periodic testing/verification that
backups can be restored, (4) use of antivirus software on all systems, (5) timely
application of all available system and software patches/updates, and (6) identification of
personnel, processes, and tools needed to recover operations after a critical event.

Prevention of Sexual Harassment, including R.S. 42:342-344 requirements for (1)
agency responsibilities and prohibitions, (2) annual employee training, and (3) annual
reporting.

Results: Missing written policies and procedures regarding contracts for (1) types of services
requiring written contracts, (2) standard terms and conditions, (3) legal review, (4) approval
process, and (5) monitoring process.

BOARD AND FINANCE COMMITTEE

2. Obtain and inspect the board/finance committee minutes for the fiscal period, as well as the
board’s enabling legislation, charter, bylaws, or equivalent document in effect during the
fiscal period, and

a.

Observe that the board/finance committee met with a quorum at least monthly, or on a
frequency in accordance with the board’s enabling legislation, charter, bylaws, or other
equivalent document.

For those entities reporting on the governmental accounting model, observe whether the
minutes referenced or included monthly budget-to-actual comparisons on the general
fund, quarterly budget-to-actual comparisons, at a minimum, on all proprietary funds, and
semi-annual budget-to-actual comparisons, at a minimum, on all special revenue funds.
Alternatively, for those entities reporting on the not-for-profit accounting model, observe
that the minutes referenced or included financial activity relating to public funds if those
public funds comprised more than 10% of the entity’s collections during the fiscal period.

For governmental entities, obtain the prior year audit report and observe the unassigned
fund balance in the general fund. If the general fund had a negative ending unassigned
fund balance in the prior year audit report, observe that the minutes for at least one
meeting during the fiscal period referenced or included a formal plan to eliminate the
negative unassigned fund balance in the general fund.

Observe whether the board/finance committee received written updates of the progress of
resolving audit finding(s), according to management’s corrective action plan at each
meeting until the findings are considered fully resolved.

Results: No exceptions were found as a result of applying the procedures.



Schedule *1” (Continued)

GREAT HEARTS LOUISIANA, INC.
AGREED-UPON PROCEDURES (COUNTINUED)
FOR THE YEAR ENDED JUNE 30, 2024

BANK RECONCILIATIONS

3. Obtain a listing of entity bank accounts for the fiscal period from management and
management’s representation that the listing is complete. Ask management to identify the
entity’s main operating account. Select the entity’s main operating account and randomly
select 4 additional accounts (or all accounts if less than 5). Randomly select one month from
the fiscal period, obtain and inspect the corresponding bank statement and reconciliation for
each selected account, and observe that:

a. Bank reconciliations include evidence that they were prepared within 2 months of the
related statement closing date (e.g., initialed and dated or electronically logged);

b. Bank reconciliations include written evidence that a member of management or a board
member who does not handle cash, post ledgers, or issue checks has reviewed each bank
reconciliation within 1 month of the date the reconciliation was prepared (e.g., initialed
and dated or electronically logged); and

¢. Management has documentation reflecting it has researched reconciling items that have
been outstanding for more than 12 months from the statement closing date, if applicable.

Results: One out of two accounts had no evidence they were prepared or approved within the
applicable timeframes.

COLLECTIONS (EXCLUDING ELECTRONIC FUNDS TRANSFERS)

4. Obtain a listing of deposit sites for the fiscal period where deposits for cash/checks/money
orders (cash) are prepared and management’s representation that the listing is complete.
Randomly select 5 deposit sites (or all deposit sites if less than 5).

S. For each deposit site selected, obtain a listing of collection locations and management’s
representation that the listing is complete. Randomly select one collection location for each
deposit site (e.g., 5 collection locations for 5 deposit sites), obtain and inspect written policies
and procedures relating to employee job duties (if there are no written policies or procedures,
then inquire of employees about their job duties) at each collection location, and observe that
job duties are properly segregated at each collection location such that

a. Employees responsible for cash collections do not share cash drawers/registers:

b. Each employee responsible for collecting cash is not also responsible for
preparing/making bank deposits, unless another employee/official is responsible for
reconciling collection documentation (e.g., pre-numbered receipts) to the deposit;

¢. Each employee responsible for collecting cash is not also responsible for posting
collection entries to the general ledger or subsidiary ledgers, unless another



Schedule *1” (Continued)

GREAT HEARTS LOUISIANA, INC.
AGREED-UPON PROCEDURES (COUNTINUED)
FOR THE YEAR ENDED JUNE 30, 2024

employee/official is responsible for reconciling ledger postings to each other and to the
deposit; and

d. The employee(s) responsible for reconciling cash collections to the general ledger and/or
subsidiary ledgers, by revenue source and/or custodial fund additions, is (are) not also
responsible for collecting cash, unless another employee/official verifies the
reconciliation.

6. Obtain from management a copy of the bond or insurance policy for theft covering all
employees who have access to cash. Observe that the bond or insurance policy for theft was
in force during the fiscal period.

7. Randomly select two deposit dates for each of the 5 bank accounts selected for Bank
Reconciliations procedure #3 (select the next deposit date chronologically if no deposits were
made on the dates randomly selected and randomly select a deposit if multiple deposits are
made on the same day). Alternatively, the practitioner may use a source document other than
bank statements when selecting the deposit dates for testing, such as a cash collection log,
daily revenue report, receipt book, etc. Obtain supporting documentation for each of the 10
deposits and

a. Observe that receipts are sequentially pre-numbered.

b. Trace sequentially pre-numbered receipts, system reports, and other related collection
documentation to the deposit slip.

c. Trace the deposit slip total to the actual deposit per the bank statement.

d. Observe that the deposit was made within one business day of receipt at the collection
location (within one week if the depository is more than 10 miles from the collection
location or the deposit is less than $100 and the cash is stored securely in a locked safe or
drawer).

e. Trace the actual deposit per the bank statement to the general ledger.
Results: Two of the deposits were not made within one business day of collection.

NON-PAYROLL DISBURSEMENTS (EXCLUDING CARD PURCHASES, TRAVEL
REIMBURSEMENTS, AND PETTY CASH PURCHASES)

8. Obtain a listing of locations that process payments for the fiscal period and management’s
representation that the listing is complete. Randomly select 5 locations (or all locations if
less than 5).

9. For each location selected under procedure #8 above, obtain a listing of those employees
involved with non-payroll purchasing and payment functions. Obtain written policies and
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procedures relating to employee job duties (if the agency has no written policies and
procedures, then inquire of employees about their job duties), and observe that job duties are
properly segregated such that

a.

At least two employees are involved in initiating a purchase request, approving a
purchase, and placing an order or making the purchase;

At least two employees are involved in processing and approving payments to vendors;

The employee responsible for processing payments is prohibited from adding/modifying
vendor files, unless another employee is responsible for periodically reviewing changes
to vendor files;

Either the employee/official responsible for signing checks mails the payment or gives
the signed checks to an employee to mail who is not responsible for processing payments;
and

Only employees/officials authorized to sign checks approve the electronic disbursement
(release) of funds, whether through automated clearinghouse (ACH), electronic funds
transfer (EFT), wire transfer, or some other electronic means.

10. For each location selected under procedure #8 above, obtain the entity’s non-payroll
disbursement transaction population (excluding cards and travel reimbursements) and obtain
management’s representation that the population is complete. Randomly select 5
disbursements for each location, obtain supporting documentation for each transaction, and

a.

Observe whether the disbursement, whether by paper or electronic means, matched the
related original itemized invoice and supporting documentation indicates that
deliverables included on the invoice were received by the entity, and

Observe whether the disbursement documentation included evidence (e.g., initial/date,
electronic logging) of segregation of duties tested under procedure #9 above, as
applicable.

11. Using the entity’s main operating account and the month selected in Bank Reconciliations
procedure #3, randomly select 5 non-payroll-related electronic disbursements (or all
electronic disbursements if less than 5) and observe that each electronic disbursement was (a)
approved by only those persons authorized to disburse funds (e.g.. sign checks) per the
entity’s policy, and (b) approved by the required number of authorized signers per the
entity’s policy. Note: If no electronic payments were made from the main operating account
during the month selected the practitioner should select an alternative month and/or account
for testing that does include electronic disbursements.

Results: No exceptions were found as a result of applying the procedures.
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CREDIT CARDS/DEBIT CARDS/FUEL CARDS/PURCHASE CARDS (CARDS)

12. Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and
purchase cards (cards) for the fiscal period, including the card numbers and the names of the
persons who maintained possession of the cards. Obtain management’s representation that
the listing is complete.

13. Using the listing prepared by management, randomly select 5 cards (or all cards if less than
5) that were used during the fiscal period. Randomly select one monthly statement or
combined statement for each card (for a debit card, randomly select one monthly bank
statement). Obtain supporting documentation, and

a. Observe whether there is evidence that the monthly statement or combined statement and
supporting documentation (e.g., original receipts for credit/debit card purchases,
exception reports for excessive fuel card usage) were reviewed and approved, in writing
(or electronically approved) by someone other than the authorized card holder (those
instances requiring such approval that may constrain the legal authority of certain public
officials, such as the mayor of a Lawrason Act municipality, should not be reported); and

b. Observe that finance charges and late fees were not assessed on the selected statements.

14. Using the monthly statements or combined statements selected under procedure #13 above,
excluding fuel cards, randomly select 10 transactions (or all transactions if less than 10) from
each statement, and obtain supporting documentation for the transactions (e.g., each card
should have 10 transactions subject to inspection) For each transaction, observe that it is
supported by (1) an original itemized receipt that identifies precisely what was purchased, (2)
written documentation of the business/public purpose, and (3) documentation of the
individuals participating in meals (for meal charges only). For missing receipts, the
practitioner should describe the nature of the transaction and observe whether management
had a compensating control to address missing receipts, such as a “missing receipt statement”
that is subject to increased scrutiny.

Results: Great Hearts maintained no data or supporting documentation for three of their eight
transactions on their closed PEX cards. Great Hearts also did not maintain records for meal
participants for meal transactions.

TRAVEL AND TRAVEL-RELATED EXPENSE REIMBURSEMENTS (EXCLUDING
CARD TRANSACTIONS)

15. Obtain from management a listing of all travel and travel-related expense reimbursements
during the fiscal period and management’s representation that the listing or general ledger is
complete. Randomly select 5 reimbursements and obtain the related expense reimbursement
forms/prepaid expense documentation of each selected reimbursement, as well as the
supporting documentation. For each of the 5 reimbursements selected
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a. Ifreimbursed using a per diem, observe that the approved reimbursement rate is no more
than those rates established either by the State of Louisiana or the U.S. General Services
Administration (Www.gsa.gov);

b. Ifreimbursed using actual costs, observe that the reimbursement is supported by an
original itemized receipt that identifies precisely what was purchased;

¢. Observe that each reimbursement is supported by documentation of the business/public
purpose (for meal charges, observe that the documentation includes the names of those
individuals participating) and other documentation required by Written Policies and
Procedures procedure #1A(vii); and

d. Observe that each reimbursement was reviewed and approved, in writing, by someone
other than the person receiving reimbursement.

Results: No exceptions were found as a result of applying the procedures.

CONTRACTS

16. Obtain from management a listing of all agreements/contracts for professional services,
materials and supplies, leases, and construction activities that were initiated or renewed
during the fiscal period. Alternatively, the practitioner may use an equivalent selection
source, such as an active vendor list. Obtain management s representation that the listing is
complete. Randomly select 5 contracts (or all contracts if less than 5) from the listing,
excluding the practitioner’s contract, and

a. Observe whether the contract was bid in accordance with the Louisiana Public Bid Law
(e.g., solicited quotes or bids, advertised), if required by law;

b. Observe whether the contract was approved by the governing body/board, if required by
policy or law (e.g., Lawrason Act, Home Rule Charter);

c. Ifthe contract was amended (e.g.. change order), observe that the original contract terms
provided for such an amendment and that amendments were made in compliance with the
contract terms (e.g., if approval is required for any amendment, the documented
approval); and

d. Randomly select one payment from the fiscal period for each of the 5 contracts, obtain
the supporting invoice, agree the invoice to the contract terims, and observe that the
invoice and related payment agreed to the terms and conditions of the contract.

Results: No exceptions were found as a result of applying the procedures.



Schedule *1” (Continued)

GREAT HEARTS LOUISIANA, INC.
AGREED-UPON PROCEDURES (COUNTINUED)
FOR THE YEAR ENDED JUNE 30, 2024

PAYROLL AND PERSONNEL

17.

18.

19.

20.

Obtain a listing of employees and officials employed during the fiscal period and
management’s representation that the listing is complete. Randomly select 5 employees or
officials, obtain related paid salaries and personnel files, and agree paid salaries to authorized
salaries/pay rates in the personnel files.

Randomly select one pay period during the fiscal period. For the 5 employees or officials
selected under procedure #17 above, obtain attendance records and leave documentation for
the pay period, and

a. Observe that all selected employees or officials documented their daily attendance and
leave (e.g., vacation, sick, compensatory),

b. Observe whether supervisors approved the attendance and leave of the selected
employees or officials,

c. Observe that any leave accrued or taken during the pay period is reflected in the entity’s
cumulative leave records, and

d. Observe the rate paid to the employees or officials agrees to the authorized salary/pay
rate found within the personnel file.

Obtain a listing of those employees or officials that received termination payments during the
fiscal period and management’s representation that the list is complete. Randomly select two
employees or officials and obtain related documentation of the hours and pay rates used in
management’s termination payment calculations and the entity’s policy on termination
payments. Agree the hours to the employee’s or official’s cumulative leave records, agree the
pay rates to the employee’s or official’s authorized pay rates in the employee’s or official’s
personnel files, and agree the termination payment to entity policy.

Obtain management’s representation that employer and employee portions of third-party
payroll related amounts (e.g., payroll taxes, retirement contributions, health insurance
premiums, garnishments, workers’ compensation premiums, etc.) have been paid, and any
associated forms have been filed, by required deadlines.

Results: No exceptions were found as a result of applying the procedures.
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ETHICS

21.

22,

Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #17
obtain ethics documentation from management, and

a. Observe whether the documentation demonstrates that each employee/official completed
one hour of ethics training during the calendar year as required by R.S. 42:1170, and

b. Observe whether the entity maintains documentation which demonstrates that each
employee and official were notified of any changes to the entity’s ethics policy during the
fiscal period, as applicable.

Inquire and/or observe whether the agency has appointed an ethics designee as required by
R.S.42:1170.

Results: No exceptions were found as a result of applying the procedures.

DEBT SERVICE

23.

24.

Obtain a listing of bonds/notes and other debt instruments issued during the fiscal period and
management’s representation that the listing is complete. Select all debt instruments on the
listing, obtain supporting documentation, and observe that State Bond Commission approval
was obtained for each debt instrument issued as required by Article VII, Section 8 of the
Louisiana Constitution.

Obtain a listing of bonds/notes outstanding at the end of the fiscal period and management’s
representation that the listing 1s complete. Randomly select one bond/note, inspect debt
covenants, obtain supporting documentation for the reserve balance and payments, and agree
actual reserve balances and payments to those required by debt covenants (including
contingency funds, short-lived asset funds, or other funds required by the debt covenants).

Results: Not applicable as Great Hearts Louisiana, Inc. did not issue or have any outstanding
debt during the period.

FRAUD NOTICE
25. Obtain a listing of misappropriations of public funds and assets during the fiscal period and

management’s representation that the listing 1s complete. Select all misappropriations on the
listing, obtain supporting documentation, and observe that the entity reported the
misappropriation(s) to the legislative auditor and the district attorney of the parish in which
the entity 1s domiciled as required by R.S. 24:523.

. Observe that the entity has posted, on its premises and website, the notice required by R.S.

24:523.1 concerning the reporting of misappropriation, fraud, waste, or abuse of public
funds.
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Results: No exceptions were found as a result of applying the procedures.

INFORMATION TECHNOLOGY DISASTER RECOVERY/BUSINESS CONTINUITY

27. Perform the following procedures, verbally discuss the results with management, and report
“We performed the procedure and discussed the results with management.”

28.

29.

a.

Obtain and inspect the entity’s most recent documentation that it has backed up its critical
data (if there is no written documentation, then inquire of personnel responsible for
backing up critical data) and observe evidence that such backup (a) occurred within the
past week, (b) was not stored on the government’s local server or network, and (c) was
encrypted.

Obtain and inspect the entity’s most recent documentation that it has tested/verified that
its backups can be restored (if there is no written documentation, then inquire of
personnel responsible for testing/verifying backup restoration) and observe evidence that
the test/verification was successfully performed within the past 3 months.

Obtain a listing of the entity’s computers currently in use and their related locations, and
management’s representation that the listing is complete. Randomly select 5 computers
and observe while management demonstrates that the selected computers have current
and active antivirus software and that the operating system and accounting system
software in use are currently supported by the vendor.

Randomly select 5 terminated employees (or all terminated employees if less than 5) using
the list of terminated employees obtained in Payroll and Personnel procedure #19. Observe
evidence that the selected terminated employees have been removed or disabled from the
network.

Using the 5 randomly selected employees/officials from Payroll and Personnel procedure
#17, obtain cybersecurity training documentation from management, and observe that the
documentation demonstrates that the following employees/officials with access to the
agency’s information technology assets have completed cybersecurity training as required by
R.S. 42:1267. The requirements are as follows:

o Hired before June 9, 2020 - completed the training, and
e Hired on or after June 9, 2020 - completed the training within 30 days of initial
service or employment.

Results: We performed the procedures and discussed the results with management.
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PREVENTION OF SEXUAL HARASSMENT

30. Using the 5 randomly selected employees/officials from Payroll and Personnel procedure
#17, obtain sexual harassment training documentation from management, and observe that
the documentation demonstrates each employee/official completed at least one hour of sexual
harassment training during the calendar year as required by R.S. 42:343.

31. Observe that the entity has posted its sexual harassment policy and complaint procedure on
its website (or in a conspicuous location on the entity’s premises if the entity does not have a
website).

(98]
o

. Obtain the entity’s annual sexual harassment report for the current fiscal period, observe that
the report was dated on or before February 1, and observe that the report includes the
applicable requirements of R.S. 42:344:

a. Number and percentage of public servants in the agency who have completed the training
requirements,

b. Number of sexual harassment complaints received by the agency,
¢. Number of complaints which resulted in a finding that sexual harassment occurred,

d. Number of complaints in which the finding of sexual harassment resulted in discipline or
corrective action, and

e. Amount of time it took to resolve each complaint.

Results: Not applicable as Great Hearts Louisiana, Inc. is not subject to the sexual harassment
law or training requirements as a charter school.



GREAT HEARTS LOUISIANA, INC.
CORRECTIVE ACTION PLAN —
STATEWIDE AGREED-UPON PROCEDURES
FOR THE YEAR ENDED JUNE 30, 2024

December 1, 2024
Louisiana Legislative Auditor

Great Hearts Louisiana, Inc. respectfully submits the following corrective action plan for items
identified pursuant to the Statewide Agreed-Upon Procedures prescribed by you.

Name and address of independent public accounting firm:
Ericksen Krentel, L.L.P.

8550 United Plaza Boulevard, Suite 600

Baton Rouge, Louisiana 70809

Engagement Period: July 1, 2023 — June 30, 2024

The exceptions from the statewide agreed-upon procedures report are discussed below:

Written Policies and Procedures

Exceptions: The written policies and procedures addressed each financial/business
function except for the following: (1) types of services requiring written contracts, (2)
standard terms and conditions, (3) legal review, (4) approval process, and (5) monitoring
process.

Bank Reconciliations

Exceptions: One out of two accounts had no evidence they were prepared or approved
within the applicable timeframes.

Collections (Excluding Electronic Funds Transfers)

Exceptions: Two of the deposits were not made within one business day of collection.

Credit Cards/Debit Cards/Fuel Cards/P-Cards

Exceptions: Great Hearts maintained no data or supporting documentation for three of
their eight transactions on their closed PEX cards. Great Hearts also did not maintain
records for meal participants for meal transactions.
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