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LOUISIANA ACHIEVEMENT CHARTER ACADEMIES, INC.

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2024

1. NATURE OF OPERATIONS

Louisiana Achievement Charter Academies, Inc. (‘LACA”) was incorporated on July 19, 2013
as a non-profit corporation under the laws of the State of Louisiana and began operations on
July 1, 2014 as public charter schools as defined by the Charter School Demonstration
Programs Law, LA. R.S. 17:3971 et seq. Advantage Charter Academy (“Advantage”) and
Willow Charter Academy (“Willow”) (collectively, “the academies”), which are operated by
LACA, provide education based on rigorous teaching methods, parental involvement, student
responsibility, and basic moral values. The academies each operate under a charter approved
by the Louisiana Board of Elementary and Secondary Education, which is responsible for
oversight of LACA’s operations. The charters for the academies each expire on June 30, 2025.
The academies provide education, at no cost to the parent, to students in kindergarten through
the eighth grade. Enrollment is open to all appropriately aged children without regard to
gender, ethnic background, disability, and/or religious affiliation. LACA has applied to the
Internal Revenue Service for recognition of its exemption from federal income tax under
Section 501(a) of the Internal Revenue Code as an organization described in

Section 501(c)(3).

LACA'’s primary source of revenue is provided by the State of Louisiana through its Minimum
Foundation Program and consists of an amount per student multiplied by weighted average
student counts. The state revenue, which passes through the Louisiana Department of
Education, is recognized ratably over the school year and is funded through payments from
July 2023 through June 2024.

The Board of Directors of LACA has entered into a separate services agreement (the
“agreement”) for each of the academies with National Heritage Academies, Inc. (NHA) which
requires NHA to provide administration, strategic planning and all labor, materials, equipment,
and supervision necessary for the provision of educational services to students. As part of the
consideration received under the agreement, NHA also provides the facilities in which
Advantage and Willow operate. The agreement will continue until termination or expiration of
the charter contract, unless at least 90 days written notice of intent to terminate or renegotiate
is given by either LACA or NHA.

Under the terms of the agreement, NHA receives as remuneration for its services an amount
equal to the total revenue received by the Academies from all revenue sources. Revenues —
In-kind contribution — NHA represents a contribution granted by NHA for the excess of
Advantage or Willow’s expenditures over revenue available.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — The financial statements of LACA are prepared on the accrual basis
of accounting whereby revenues are recognized when earned and expenses are recognized
when incurred.

Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (“generally accepted accounting
principles”) requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues, expenses and expenditures
during the reporting period. Actual results could differ from those estimates.

Cash — At June 30, 2024, the Academies had deposits with a carrying amount of $1,830,891
and a bank balance of $1,832,212 of which $1,456,117 was uninsured and uncollateralized by
federal depository insurance. The Academies do not have a deposit policy for custodial credit
risk, as it typically does not anticipate holding uninsured deposits based on the nature of its
management agreement with NHA. The Academies believe that due to the dollar amounts of
cash deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a
result, the Academies evaluate each financial institution with which it deposits funds and
assesses the level of risk of each institution; only those institutions with an acceptable
estimated risk level are used as depositories.

Capital Assets — Capital assets consist of other equipment and other property purchased
with the proceeds of federal grants with a cost of $5,000 or more, title to which is retained by
LACA. All other property and equipment used by LACA is the property of NHA. Capital assets
are depreciated over five years.

The Financial Statements — The financial statements are presented as follows:
Net assets and changes therein are classified and reported as follows:

* Net Assets without Donor Restriction — Net assets, which are not subject to donor,
imposed or governmental stipulations. Net assets in this category may be expended for
any purpose in performing the primary objectives of the Academies. All net assets as of
June 30, 2024 are considered to be without donor restriction.

*» Net Assets with Donor Restrictions — Net assets subject to stipulations imposed by donors
and grantors. As of June 30, 2024 and 2023, no net assets are considered to be with donor
restrictions.

Revenues and contributions are reported as follows:

 Revenues, gains and other support are reported as increases in net assets without donor
restrictions unless use of the related assets is limited by donor-imposed or governmental
restrictions. Expenses are reported as decreases in net assets without donor restrictions.
Other assets or liabilities are reported as increases or decreases in net assets without
donor restrictions unless their use is restricted by explicit donor stipulation or governmental
restriction. Expiration of temporary restrictions on net assets (i.e., the donor-stipulated
purposes have been fulfilled and/or the stipulated time period has elapsed) are reported as

-7-



reclassifications between the applicable classes of net assets. For the year ended June 30,
2024, all revenue sources were without donor restriction.

» Revenue from the state and local capitation is recognized over the period earned,
regardless of the timing of related cash flows. Grants are recognized as revenue as
eligibility requirements are met, the related expenses are incurred, or services performed, in
accordance with terms of the respective grant or contract agreement.

Income Taxes — LACA operates as a nonprofit organization that is exempt from income taxes
under Section 501(c)(3) of the Internal Revenue Code. LACA has received notification from the
Internal Revenue Service (IRS) that they are considered exempt from Federal income tax
under Section 501(c)(3) of the internal revenue code. Accordingly, no provision for federal
income taxes has been made.

Contribution of Nonfinancial Assets — Included as revenue, gains, and other support in the
Statement of Activities are contributions of nonfinancial assets also known as gifts in-kind.
Contributed professional services are recognized if the services received a) create or
enhance non-financial assets or b) require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by donation.
These services are recognized as program revenue and expense and are valued at the
estimated fair market value for the services as provided by the donor.

DUE FROM GOVERNMENTAL SOURCES

Receivables as of June 30, 2024 for the Academies included $901,573 in federal grants
receivable, $11,138 in other state receivable, and $12,342 in other receivables. The
Academies consider all receivables to be fully collectible: accordingly, no allowance for
uncollectible amounts is recorded.

RISK MANAGEMENT

LACA is exposed to various risks of loss related to general liability. Commercial insurance
policies to cover certain risks of loss have been obtained. There have been no significant
reductions in insurance coverage during fiscal year 2024, and claims did not exceed coverage
less retained risk deductible amounts in past fiscal year.

CONTINGENCIES

LACA has received proceeds from several federal and state grants. Periodic audits of these
grants are required and certain costs may be questioned as not being appropriate
expenditures under the grant agreements. Such audits could result in the refund of grant
monies to the grantor agencies. Management believes that any required refunds will be
immaterial. No provision has been made in the accompanying financial statements for the
refund of grant monies.

LIQUIDITY
The Academies have $2,755,944 of financial assets available within one year of the balance

sheet date to meet cash needs for general expenditures consisting of cash of $1,830,891 and
amounts due from governmental revenue sources of $925,053 at June 30, 2024. None of the
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financial assets are subject to donor or other contractual restrictions that make them
unavailable for general expenditure within one year of the balance sheet date.

The Academies have a goal to maintain financial assets, which consist of cash and short-term
receivables on hand to meet 60 days of normal operating expenses, which are, on average,
approximately $3,499,900 at June 30, 2024.

While the Academies do not currently carry financial assets in excess of 60 days of normal
operating expenses, due to their management agreement with NHA, NHA is required make
contributions to the Academies if the Academies’ expenditures exceed the school’'s revenue
during the year.

6. FUNCTIONAL EXPENSES

The Academies provide educational services to their students. Expenses related to providing
these services are as follows as of June 30, 2024

2024
Program Services
Contracted service fee $ 19,957,056
Board expense 87,647
Depreciation 4 836
Total Program Services 20,049,539
General and administrative
Contracted service fee 1,241,521

$ 21,291,060

The costs of providing the program and support services are allocated on an actual basis,
when possible. Certain expenses attributable to more than one function and require an
allocation, which is based on estimates determined by management, is consistently applied.
Management and general expenses consist of expenditures incurred by LACA based on their
usage of management company services. Usage of management company services are
calculated on a variety of different allocation methods based on various cost centers, including
number of classrooms, number of students, and services provided. Although the methods of
allocation used are considered appropriate, other methods could be used that would produce
different allocations.
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CAPITAL ASSETS

Capital asset activity of LACA was as follows:

Beginning Ending
Balance Additions Disposals Balance
Other equipment $ 48,365 $ - % - $ 48,365
Less accumulated depreciation —
Other equipment 39,902 4,836 - 44 738
Total capital assets, net $ 8,463 $ (4,836) $ - % 3,627

LEASES

LACA has entered into a sublease agreement with NHA for a facility to house Advantage. The
lease term is from July 1, 2023 through June 30, 2024. Annual rental payments required by the
lease are $1,027,840, payable in twelve monthly payments of $85,653.

LACA has entered into a sublease agreement with NHA for a facility to house Willow. The
lease term is from July 1, 2023 through June 30, 2024. Annual rental payments required by the
lease are $1,217,200, payable in twelve monthly payments of $101,433.

The leases are automatically renewed on a year-to-year basis unless a notice of non-renewal
is provided by either LACA or NHA.

LACA subsequently renewed each sublease with NHA for the period of July 1, 2024 through
June 30, 2025, at the same rental rate.

COMPENSATION OF BOARD OF DIRECTORS

All members of the Board of Directors serve as volunteers without compensation. By resolution
of the Board, Directors may be reimbursed for their reasonable expenses incident to their
duties in accordance with applicable laws.

CONTRIBUTION OF NONFINANCIAL ASSETS

In-kind donations recognized by the School for the year ended June 30, 2024 were $1,165,836
for professional and other services. Professional and other services are valued at the
estimated fair value based on current rates for similar services.

The Academies and NHA have entered into a separate agreement (the “agreement”) for each
of the academies with NHA to provide administration, strategic planning and all labor,
materials, equipment, and supervision necessary for the provision of educational services to
students. As part of the consideration received under the agreement, NHA also provides the
facilities in which the Academies operate. The costs of services are recorded as program
services or general and administrative, and are included under revenues, gains and other
support as a contribution from NHA. Unless otherwise noted, contributed nonfinancial assets
did not have donor-imposed restrictions.
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11. SUBSEQUENT EVENTS

Events or transactions occurring after June 30, 2024 have been evaluated through December
19, 2024, the date the financial statements were available to be issued. The financial
statements and notes thereto do no reflect events or transactions after this date.

* &k ok ok %k Kk
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To the Board of Directors
Louisiana Achievement Charter Academies, Inc.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on the Academy's
compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance
and, therefore, is not a guarantee that an audit conducted in accordance with GAAS, Government Auditing
Standards, and the Uniform Guidance will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resuiting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is a substantial
likelinood that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the
report on compliance about the Academy’s compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o lIdentify and assess the risks of material noncompliance, whether due to fraud or error, and design and perform
audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence
regarding the Academy's compliance with the compliance requirements referred to above and performing such
other procedures as we considered necessary in the circumstances.

o Obtain an understanding of the Academy's internal control over compliance relevant to the audit in order to
design audit procedures that are appropriate in the circumstances and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of the Academy’s internal control over compliance. Accordingly, no such opinion is
expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control
over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses
or significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.
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LOUISIANA ACHIEVEMENT CHARTER ACADEMIES, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2024

Federal Funds/

Approved {Memo Only) Accrued Adjustments Payments Accrued Current Year Cash
Grant/Project ALN Awards Prior Year Revenue at and In-kind Revenue at Transferred to
Program Titie/Project Number/Subrecipient Name Number Number Amaunt Expenditures July 1, 2023 Transfers Received Expenditures June 30, 2024 Subreciprent
Clusters:
Chitd Nutrition Cluster - U.S. Department of Agriculture -
Passed through the Louisiana Department of Education and Nutrition Program:
Noncash Assistance {Commodities) -
Wiltow National Lunch Program Entiement Commodites 2023-24 N/A 10.555 $ 46,552 § - $ - $ - $ 46,552 $ 46,552 % - $ -
Cash Assistance:
Advantage Nat:ional Schoot Lunch Program 2023-24 N/A 10.555 330.878 - - - 330.878 330,878 - -
Advantage Nat:ional Schoot Supper Program 2023-24 NiA 10.555 17.22 - - - 17.225 17,225 - -
Witiow Supply Chain Assistance 2023-24 N/A 10.555 23.238 - - - 23.238 23,238 - -
Witlow After Schoot Snack Program 2023-24 N:A 10.555 207 - - - a07 807 - -
Witiow Nat:ional School Lunch Program 2022-2 N/A 10.555 499.784 499,784 39.834 - 39.834 - - -
Witlow National Schoal Lunch Program 2023-24 N:A 10.555 402.209 - - - 397.054 402,209 5.155 -
National School Lunch Program {inci. commodities) Subtotat 1,320,693 489,784 39,834 - 855,588 820,909 5,155 -
Advantage Nat:ional Schoot Breakfast Program 2023-24 N/A 10.553 175,528 - - - 175.525 175,525 - -
Witlow National School Breakfast Program 2022-23 N/ 10.553 164,415 184,415 19,128 - 19.128 - - -
Witlow National School Breakfast Pragram 2023-24 N/A 10.553 198,735 - - - 193.901 196,735 2334 -
National School Breakfast Program Subtotal 10.553 566,675 194 415 19,128 - 388,554 372,260 2,834 -
Total Chiid Nutntion Cluster 1,833.920 694,198 58,862 - 1,244,142 1,193,169 7,989 -
Special Education Cluster - U S Department of Education -
Passed through the Louisiana Department of Education:
iDEA Flowthrough:
Advantage IDEA Flowthrough 2324 N/A a4.027 132,311 - - - 88,087 132,311 43,224 -
Advantage IDEA Flowthrough 2324 Set Aside N, 84.027 544 - - - - 544 544 -
Advantage COVID-19 ARP IDEA N/A 84.027X 26,066 - 2,955 - 28,990 26,035 - -
Wiliow IDEA Flowthrough 2223 N/A 84.027 144 823 139,407 21,340 - 21.27¢ &1 - -
Willow IDEA Flowthrough 2324 N/A a84.027 240.730 - - - 161,143 223,183 82,040 -
Wiliow COVID-19 ARP IDEA N'A 84 027X 35,950 - 2,154 - 37,643 35,489 - -
Total IDEA Flowthrough 580,424 139,407 26,449 - 338,142 417,501 105,808 -
{DEA Preschool:
Advantage IDEA Preschool 222 N/A 84.173 2,972 2,972 2,972 - 2.972 - - -
Advantage IDEA Preschool 2324 N 84,173 3.749 - - - - 3,740 3,749 -
Wiliow IDEA Preschool 222! N/A 84.173 2,660 2,660 2,660 - 2.660 - - -
Wiliow IDEA Preschool 2324 N/ 84.173 3.399 - - - - 3,090 3.090 -
Total IDEA Preschool 12,780 5,632 5,632 - 5632 6,839 6,839 -
Totat Special Education Cluster 593,204 145,038 32,081 - 343,774 424,340 112,647 -
See Notes to Schedule of Expenditures -22-
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LOUISIANA ACHIEVEMENT CHARTER ACADEMIES, INC.

Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30, 2024

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of Louisiana Achievement Charter Academies, Inc. (the “Academy”) under programs of the federal
government for the year ended June 30, 2024. The information in the Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (the “Uniform
Guidance”). Because the Schedule presents only a selected portion of the operations of the Academy, it
is not intended to and does not present the financial position, changes in net assets, or cash flows of the
Academy.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported in the Schedule are reported on the same basis of accounting as the basic
financial statements. Such expenditures are recognized following the cost principles contained in Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are
limited as to reimbursement. Pass-through entity identifying numbers are presented where available.

The Academy has elected not to use the 10 percent de minimis indirect cost rate to recover indirect costs
as allowed under the Uniform Guidance.

Negative amounts shown on the Schedule represent adjustments or credits made in the normal course of
business to amounts reported as expenditures in prior years.

Note 3 — Reconciliation to the Financial Statements

Since revenue is recognized to the extent expenditures are incurred, expenditures are readily identifiable
with the revenue reported.

Note 4 - Noncash Assistance

The value of the noncash assistance received was determined in accordance with the provisions of the
Uniform Guidance and is included in the schedule of expenditures of federal awards.
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LOUISIANA ACHIEVEMENT CHARTER ACADEMIES, INC.

Schedule of Findings and Questioned Costs
Year Ended June 30, 2024

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued: Unmodified
Internal control over financial reporting:

¢  Material weakness(es) identified? Yes X No

o  Significant deficiency(ies) identified that are
not considered to be material weaknesses? Yes X None reported

Noncompliance material to financial
statements noted? Yes X None reported

Federal Awards

Internal control over major programs:

o  Material weakness(es) identified? Yes X No
+  Significant deficiency(ies) identified that are

not considered to be material weaknesses? Yes X None reported
Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in
accordance with Section 2 CFR 200.516(a)? Yes X No

Identification of major programs:

Assistance Listing Number Name of Federal Program or Cluster Opinion

84 .425 Education Stabilization Fund Unmodified

Dollar threshold used to distinguish between
type A and type B programs: $750,000

Auditee qualified as low-risk auditee? X Yes No

Section Il - Financial Statement Audit Findings

Questioned
Reference Number Finding Costs
Current Year None
Section lll - Federal Program Audit Findings
Questioned
Reference Number Finding Costs

Current Year None
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To the Board of Directors, the Louisiana
Department of Education, and
the Louisiana Legisiative Auditor

Class Size Characteristics (Schedule 2)

2. We obtained a list of classes by school, school type, and class size, as reported on the schedule. We
then traced a sample of 10 classes to the October 1 roll books for those classes and observed that the
class was properly classified on the schedule.

Exceptions Noted: None
Education Levels/Experience of Public School Staff (NO SCHEDULE)

3. We obtained October 1st PEP data submitted to the Department of Education (or equivalent listing
prepared by management), including full-time teachers, principals, and assistant principals by
classification, as well as their level of education and experience, and obtained management’s
representation that the datal/listing was complete. We then selected a sample of 25 individuals, traced
to each individual’s personnel file, and observed that each individual's education level and experience
were properly classified on the PEP data (or equivalent listing prepared by management).

Exceptions Noted: Of the 25 teachers tested, we identified three findings related to differences in
individual’'s education level between the EdLink 360 (PEP equivalent) data and the salary per each
individual's personnel file. We noted two individuals whose personnel file showed a bachelor's degree,
while the EdLink 360 data showed a high school and master's degree, respectively. One individual did not
have supporting documentation available to support their education level on the EdLink 360 data.

Of the 25 teachers tested, we identified 6 exceptions related to differences in individual's years of
experience (YOE) between the EdLink 360 (PEP equivalent) and each individual's personnel file. The
differences are noted below.

YOE per Edlink YOE per
Finding 360 Personnel File Difference
1 3 (1)
(2)
4
1
3

(1)

[ NNV R
~NON NP N
00 P W w

Management’s Response: We will update our filings in the future to correct the years of experience and
education level for the individuals identified.

Public School Staff Data: Average Salaries (NO SCHEDULE)

4. We obtained June 30th PEP data submitted to the Department of Education (or equivalent listing
provided by management) of all classroom teachers, including base salary, extra compensation, and
ROTC or rehired retiree status, as well as full-time equivalents, and obtained management’'s
representation that the data/listing was complete. We then selected a sample of 25 individuals, traced
to each individual's personnel file, and observed that each individual’s salary, extra compensation, and
full-time equivalents were properly included on the PEP data (or equivalent listing prepared by
management).
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Louisiana Achievement Charter Academies, Inc.
Schedules Required by State Law (R.S. 24:514.1 - Performance and Statistical Data)
As of and for the Year Ended June 30, 2024

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

This schedule includes general fund instructional and equipment expenditures. It also contains local
taxation revenue, earnings on investments, revenue in lieu of taxes, and nonpublic textbook and
transportation revenue. This data is used either in the Minimum Foundation Program (MFP) formula or is
presented annually in the MFP 70% Expenditure Requirement Report.

Schedule 2 - Class Size Characteristics

This schedule includes the percent and number of classes with student enroliment in the following ranges:
1-20, 21-26, 27-33, and 34+ students.
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To the Board of Directors of Louisiana
Achievement Charter Academies, Inc.
and the Louisiana Legislative Auditor

vil.

viii.

Xi.

Xii.

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

Credit Cards (and Debit Cards, Fuel Cards, and 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) the 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. Note: Ethics
requirement is generally not applicable to nonprofits per the Louisiana Code of Ethics. Management
has concluded this requirement is not applicable to the Academy.

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 {ools 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

Exception Noted: For the prevention of sexual harassment category, management does not have a written
policy regarding the requirement of annual employee training and annual reporting

Management’s Response: Through its service agreement with National Heritage Academies, Inc. (NHA),
the Academy has an established policy and procedures in which the prevention of sexual harassment is
addressed in the employee handbook, which all employees sign upon being hired. While the Academy did
not require annual employee training and did not prepare an annual sexual harassment report for the
current fiscal year, the Academy confirmed no sexual harassment complaints were received during the
current fiscal year.

2.

Board or Finance Committee

A

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
perform the following:

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 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 percent 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. Management has concluded this step is not applicable to the Academy since
the Academy is not a governmental entity.
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To the Board of Directors of Louisiana

Achievement Charter Academies, Inc.
and the Louisiana Legislative Auditor

iv.  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.

Exception Noted: None

3.

Bank Reconciliations

A

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, using a random number generator
tool, select four additional accounts (or all accounts if less than five). Randomly, using a random number
generator tool, select one month from the fiscal period, obtain and inspect the corresponding bank
statement and reconciliation for each selected account, and observe that:

i. Bank reconciliations include evidence that they were prepared within 1 month of the related
statement closing date (e.g., initialed and dated or electronically logged).

ii. 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).

iii.  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.

Exception Noted: None

4.

Collections (Excluding Electronic Funds Transfers)

A

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, using a random
number generator tool, select five deposit sites (or all deposit sites if less than five).

For each deposit site selected, obtain a listing of collection locations and management’s representation
that the listing is complete. Randomly, using a random number generator tool, select one collection
location for each deposit site (i.e., five collection locations for five deposit sites), obtain and inspect
written policies and procedures relating to employee job duties (if no written policies or procedures,
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:

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

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

iii. Each employee responsible for collecting cash is not responsible for posting collection entries to
the general ledger or subsidiary ledgers unless another employee/official is responsible for
reconciling ledger postings to each other and to the deposit.

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

C. Obtain from management a copy of the bond or insurance policy for theft covering all employees who

have access to cash. Observe the bond or insurance policy for theft was enforced during the fiscal
period.
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Randomly, using a random number generator tool, select two depaosit dates for each of the five bank
accounts selected for Bank Reconciliations procedure 3A (select the next deposit date chronologically
if no deposits were made on the dates randomly selected and, randomly, using a random number
generator tool, select a deposit if multiple deposits are made on the same day). Alternately, 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 perform the following:

i. Observe that receipts are sequentially pre-numbered.

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

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

iv. Observe 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).

v. Trace the actual deposit per the bank statement to the general ledger.

Exception Noted: Procedures 4A through 4D above relate to collections and sales-type activities, which
would not be applicable at the Academy. The employees collecting any cash at the Academy (which would
be minimal) are employees of the management company, NHA, rather than employees of the Academy
and would not be public employees requiring bonding. Management has concluded this requirement is not
applicable to the Academy.

5.

Nonpayroll Disbursements (Excluding Card Purchase, Travel Reimbursements, and Petty Cash
Purchases)

A

Obtain a listing of locations that process payments for the fiscal period and management’s
representation that the listing is complete. Randomly, using a random number generator tool, select
five locations (or all locations if less than five).

For each location selected under procedure 5A above, obtain a listing of those employees involved with
nonpayroll purchasing and payment functions. Obtain written policies and procedures relating to
employee job duties (if the agency has no written policies and procedures, inquire of employees about
their job duties), and observe through review of the policies that job duties are properly segregated
such that:

i. Atleast two employees are involved in initiating a purchase request, approving a purchase, and
placing an order or making the purchase.

ii. Atleast two employees are involved in processing and approving payments to vendors.

iii. The employee responsible for processing payments is prohibited from adding/modifying vendor
files unless another employee is responsible for periodicaily reviewing changes to vendor files.

iv.  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.

v. 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.

Note: Exceptions to controls that constrain the legal authority of certain public officials (e.g., mayor of
a Lawrason Act municipality) should not be reported.
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C. For each location selected under procedure 5A above, obtain the entity’s nonpayroll disbursement
transaction population (excluding cards and travel reimbursements) and obtain management's
representation that the population is complete. Randomly, using a random number generator tool,
select five disbursements for each location, obtain supporting documentation for each transaction, and
perform the following:

i. Observe whether the disbursement matched the related original itemized invoice and supporting
documentation indicates deliverables included on the invoice were received by the entity.

ii. Observe whether the disbursement documentation included evidence (e.g., initial/date, electronic
logging) of segregation of duties tested under procedure 5B, as applicable.

D. Using the entity’s main operating account and the month selected in Bank Reconciliations procedure
3A, randomly, using random number generator tool, select five non-payroll-related electronic
disbursements (or all electronic disbursements if less than five) 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.

Exception Noted: None

6. Credit Cards/Debit Cards/Fuel Cards/Purchase Cards (Cards)

A. 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.

B. Using the listing prepared by management, randomly, using a random number generator tool, select
five cards (or all cards if less than five) that were used during the fiscal period. Randomly, using a
random number generator tool, select one monthly statement or combined statement for each card (for
a debit card, randomly, using random number generator tool, select one monthly bank statement),
obtain supporting documentation, and perform the following:

i. 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).

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

C. Using the monthly statements or combined statements selected under procedure 6B above, excluding
fuel cards, randomly, using a random number generator tool, select 10 transactions (or all transactions
if less than 10) from each statement and obtain supporting documentation for the transactions (i.e.,
each card should have 10 transactions subject to testing). For each transaction, observe 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
meais (for meal charges only). For missing receipts, the practitioner should describe the nature of the
transaction and note whether management had a compensating control to address missing receipts,
such as a missing receipt statement that is subject to increased scrutiny.
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9. Payroll and Personnel

A. Obtain a listing of employees and officials employed during the fiscal period using a payroll register and
management’s representation that the listing is complete. Randomly, using a random number generator
tool, select five employees or officials, obtain related paid salaries and personnel files, and agree paid
salaries to authorized salaries/pay rates in the personnel files.

B. Randomly, using a random number generator tool, select one pay period during the fiscal period. For
the five employees or officials selected under procedure SA above, obtain attendance records and
leave documentation for the pay period and perform the following:

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

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

iii. Observe any leave accrued or taken during the pay period is reflected in the entity’s cumulative
leave records.

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

C. 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, using a random number
generator tool, 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 or officials’ cumulative leave records, agree the pay rates
to the employee or officials’ authorized pay rates in the employee or officials’ personnel files, and agree
the termination payment to entity policy.

D. 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.

Exception Noted: None

10. Ethics

A. Using the five randomly selected employees/officials from Payroll and Personnel procedure 9A, obtain
ethics documentation from management and perform the following:

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

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

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

Exception Noted: The ethics requirement is generally not applicable to nonprofits per the Louisiana Code
of Ethics. Management has concluded this requirement is not applicable to the Academy.
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11. Debt Service

A

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 is complete. Randomly, using a random number generator tool, 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).

Exception Noted: Debt service requirement is generally not applicable to nonprofits. Management has
concluded this requirement is not applicable to the Academy.

12. Fraud Notice

A

Obtain a listing of misappropriations of public funds and assets during the fiscal period and
management’s representation that the listing is 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 is 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.

Exception Noted: None

13. Information Technology Disaster Recovery/Business Continuity

A

B.

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

i. 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 {ocal server or network, and (c) was encrypted.

ii.  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.

iii. 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, using a random number
generator tool, select five 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, using a random number generator tool, select five terminated employees (or all terminated

employees if less than five) using the list of terminated employees obtained in procedure 9C. Observe
evidence that the selected terminated employees have been removed or disabled from the network.
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C. Using the five randomly selected employees/officials from Payroll and Personnel procedure 9A, 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:

i. Hired before June 9, 2020 - completed the training

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

Exception Noted: None

14. Prevention of Sexual Harassment

A. Using the five randomly selected employees/officials from Payroll and Personnel procedure 9A, obtain
sexual harassment training documentation from management and observe the documentation
demonstrates each employee/official completed at least one hour of sexual harassment training during
the calendar year, as required by R.S. 24:523.

B. Observe 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).

C. 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 it includes the applicable requirements of R.S. 42:344.

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

ii.  Number of sexual harassment complaints received by the agency
iil.  Number of complaints that resulted in a finding that sexual harassment occurred

iv.  Number of complaints in which the finding of sexual harassment resulted in discipline or corrective
action

v. Amount of time it took to resolve each complaint

Exception Noted: Management does not require at least one hour of sexual harassment training to be
completed during the calendar year by its employees. Also, management did not prepare an annual sexual
harassment report for the current fiscal year.

Management’s Response: Through its service agreement with National Heritage Academies, Inc. (NHA),
the Academy has an established policy and procedures in which the prevention of sexual harassment is
addressed in the employee handbook, which all employees sign upon being hired. While the Academy did
not require annual employee training and did not prepare an annual sexual harassment report for the
current fiscal year, the Academy confirmed no sexual harassment complaints were received during the
current fiscal year.

We were engaged by the Academy to perform this agreed-upon procedures engagement and conducted
our engagement in accordance with attestation standards established by the American Institute of Certified
Public Accountants (AICPA) and appliable standards of Government Auditing Standards. We were not
engaged to, and did not, conduct an examination or review engagement, the objective of which would be
the expression of an opinion or conclusion, respectively, on those C/C areas identified in the SAUPs.
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.
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