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ReBowE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

A PROFESSIONAL CORPORATION

3501 N. Causeway Blvd, = Suite 810 « PO. Box 6952 » Melairie, LA 70009
Phone (504) 837-9116 » Fax {504) 837-0123 = www.rebowe.com

INDEPENDENT AUDITOR’S REPORT

Board of Directors
KIPP New Orleans, Inc.
New Orleans, Louisiana

We have audited the accompanying Statements of Financial Position of KIPP New Orleans, Inc.
(“KIPP N.0O.”} (a nonprofit organization), and the related Statements of Activities, Cash Flows
and Functional Expenses as of and for the years ended June 30, 2010 and 2009. These financial
statements are the responsibility of the KIPP N.O.’s mapagement. Our respousibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform our audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also

- includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

_ In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of KIPP New Orleans, Inc. as of June 30, 2010 and 2009, and the changes
in its net assets and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards we have also issued our report dated
December 21, 2010 on owr consideration of KIPP New Orleans, Inc.’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an andit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results
of our audit,


http://www.rebowe.com

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying Statements of Financial Position by School and Statements
of Activities by School are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The accompanying Schedule of Expenditures of Federal
Awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements of KIPP New
Orleans, Inc. Such information has been subjected to the anditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Rebowe & (Company

December 21, 2010






KIPP NEW ORLEANS, INC,

STATEMENTS OF FINANCIAL POSITION

June 30, 2010 and 2009
2010 2009
ASSETS
Current Assets;
Cash and cash equivalents $ 1,820,179 § 1,870,412
Prepaid expenses 112,412 39,164
Grants receivable 1,091,379 1,652,479
Other receivables 20,000 77,619
Other assets 7,099 31,963
Total Current Assets 3,051,069 3,671,637
Other Assets:
Deposits 2,455 -
Total Other Assets 2,455 -
Non-Current Assets:
Property and equipment (net of accumulated depreciation) 555,370 " 635,691
Total Assets $ 3,608,894 $ 4,307,328
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable and accrued expenses $ 786,970 $ 488,600
Due to KIPP Foundation 82,129 4,436
Total Current Liabilities 869,099 493,036
Non-Current Liabilities:
Long Term Debt 500,000 -
Total Current Liabilities 500,000 -
Total Liabilities 1,369,099 493,036
Net Assets:
Unrestricted 2,037,164 3,593,469
Temporarily restricted 202,631 220,823
Total Net Assets 2,239,795 3,814,292
Total Liabilities and Net Assets $ 3,608,894 $ 4,307,328

See accompanying notes to financial statements.



KIPP NEW ORLEANS, INC.

STATEMENTS OF ACTIVITIES
For the Years Ended June 30, 2010 and 2009

-~

UNRESTRICTED NET ASSETS
Public Support and Other Revenues
Local per pupii aid
Federal sources
State public school funds
Donations and contributions
Other local sources
Other state funds

Total Public Support and Other Revenues

Net Assets Released from Restrictions
Restrictions satisfied by payments

Total Support, Revenues and Reclassifications
Expenses
Program services:
Instructional
Supporting services:
Management and general
Non-Instructional services:
Other services
Total Expenses

Other Unrestricted Income (Expense)
Other

Total Other Unrestricted Income (Expense)
Increase (Decrease) in Unrestricted Net Assets
TEMPORARILY RESTRICTED NET ASSETS
Donations
Net assets released from restrictions
Increase (Decrease) in Temporarily Restricted Net Assets

Net assets at beginning of fiscal year

Net assets at end of fiscal year

See accompanying notes to financial statements.

2010

2009

$ 5,020,046

$ 4,196,328

3,924,076 2,402,696
4,238,137 3,164,628
1,208,820 1,280,523

154,806 115,865
123,948 353,752
14,669,833 11,513,792
240,414 304,909

14,910,247 11,818,701
8,780,497 7,325,224
6,838,791 4,254,250

847,264 662,519
16,466,552 12,241,993
- 267,363

- 267,363
(1,556,305) (155,929)
222,222 104,064
(240,414) (304,909)
(18,192) (200,845)
3,814,292 4,171,066

$ 2,239,795

$ 3,814,292




KIPP NEW ORLEANS, INC.

STATEMENTS OF CASH FLOWS

For the Years Ended June 30, 2010 and 2009

Cash Flows from Operating Activities:
Increase (decrease) in net assets
Depreciation expense
Gain on disposition of assets
(Increase) decrease in operating assets:

Accounts/grants receivable
Prepaid expenses
Other assets

Increase {decrease) in operating liabilities:

Accounts payable
Due to KIPP Foundation

Net cash provided by operating activities:

Cash Flows from Investing Activities:
Purchase of property and equipment
Proceeds from disposition of asset

Net cash used in investing activities

Cash Flows from Financing Activities:
Proceeds from debt

Net cash provided in investing activities

Net increase in cash and cash equivalents

Cash and Cash Equivalents, Beginning of Fiscal Year

Cash and Cash Equivalents, End of Fiscal Year

See accompanying notes to financial statements.

2010 2009
$  (1,574,497) $  (356,774)
105,644 97,438
618,719 750,202
(73,248) (24,943)
22,409 (13,688)
298,370 (267,886)
77,693 (69,746)
(524,910) 114,603
(25,323) (107,549)
(25,323) (107,549)
500,000 -
500,000 -
(50,233) 7,054
1,870,412 1,863,358
$ 1,820,179 $ 1,870,412




KIPP NEW ORLEANS, INC.
STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2010

NON-
PROGRAM SUPPORT INSTRUCTIONAL
SERVICES SERVICES SERVICES
‘ Management
And Other
Instructional General Services Total
Expenses:
Regular education programs $ 7,282,170 % - $ - 5 7,282,170
School administration - 1,696,163 - 1,696,163
Operation and maintenance of
plant services - 1,128,338 - 1,128,338
Special education programs 971,333 - - 971,333
Food services . - - 834,774 834,774
Business services - 689,206 - 689,206
Student transportation - 792,017 - 792,017
Central services - 659,114 - 659,114
Instructional staff services - 574,478 - 574,478
General administration - 293,816 - 293,816
Pupil support services - 011,481 - 911,481
Other special programs 229,977 - - 229977
Other instructional programs 297,017 - - 297,017
Other support services - 94,178 - 94,178
Comrmunity service operations - - 12,490 12,490
$ 8,780,497 § 6,838,791 § 847,264 § 16,466,552

See accompanying notes to financial statements.



Expenses:

Regular education programs
School administration

Operation and maintenance of

plant services
Special education programs
Food services
Business services
Student transportation
Central services
Instructional staff services
General administration
Pupil support services
Other special programs
Other instructional programs
Other support services

KIPP NEW ORLEANS, INC.
. STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2009

NON-
PROGRAM SUPPORT INSTRUCTIONAL
SERVICES SERVICES SERVICES
Management
And Other
Instructional General Services Total
$ 513,772 § - 3 - 8 5,131,772
' - 1,401,337 - 1,401,337
- 087,668 - 087,668
745,375 - - 745,375
- - 607,948 607,948
- 502,654 - 502,654
- 532,539 - 532,539
- 596,521 - 596,521
480,677 - - 480,677
- 233,531 - 233,531
700,836 - - 700,836
250,564 - - 250,564
16,000 - - 16,000
- - 54,571 54,571
5 7,325,224 % 4,254,250 § 662,519 § 12,241,993

See accompanying notes to financial statements,



KIPP NEW ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2010 and 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

KIPP New Orleans, Inc. (“KIPP N.O.”) was incorporated in the Spring of 2005 for the purpose
of operating charter schools in New Orleans, Louisiana. KIPP N.O. was created to provide
students with knowledge, skills, and character traits necessary to succeed in competitive high
schools, college, and life. The State Board of Elementary and Secondary Education has granted
KIPP N.O. six (6) Type S charters to operate KIPP Believe College Prep (previously KIPP
Phillips Preparatory), KIPP McDonogh 15 School for the Creative Arts, KIPP Central City
Academy, KIPP Central City Primary, KIPP New Orleans Leadership Academy and KIPP
Renaissance High School. In addition, the KIPP New Orleans School Support Center (“SSC”)
provides support to each of the schools in the areas of development, operations, finance,
academics, recruitment, and planning. Ail KIPP N.O. schools and the SSC are governed by the
KIPP N.O. Board of Directors. ' '

Basis of Accounting

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.

Functional Expenses
The cost of program and supporting services has been reported on a functional basis. This
requires the allocation of certain costs based on total program costs and estimates made by

mapagement.

Income Tax Status

KIPP N.O. is a tax-exempt organization under Internal Revenue Code Section 501 (¢} (3) and, as
such, is not subject to income tax.

Public Support and Revenue

KIPP N.O. receives its support primarily from the Louisiana State Department of Education and
the United States Department of Education.

Irrevocable promises to give and outright contributions are recorded as revenue on the accrual
basis as they are received, and allowances are provided for promises to give estimated to be
uncollectible. Promises to give and contributions are principally recetved from corporate,
foundation, and individual donors around the United States. Both promises to give and
contributions are considered available for unrestricted use unless specifically restricted by
donors. Irrevocable promises to give which relate to a subsequent year are recorded as
receivables and temporarily restricted net assets in the year the commitment is received.




KIPP NEW ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
For the Years Ended June 30, 2010 and 2009

NOTE A-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributions whose donor restrictions are met in the same reporting period are reported as
unrestricted support. KIPP N.O. uses the direct write-off method of writing off uncollectible
receivables.

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.

All contributions are considered to be available for unrestricted use unless specifically restricted
by the donor. Amounts received that are designated for future periods or restricted by the donor
for specific purposes are reported as temporarily restricted or permanently restricted support that
increases those net asset classes. When a temporary restriction expires, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual amounts could differ from those estimates.

Cash and Cash Equivalents

For the purpose of the Statement of Cash Flows, KIPP N.O. considers all unrestricted, highly
liquid investments with an initial maturity of less than three months to be cash and cash
equivalents.

Basis of Presentation

KIPP N.O. follows the provisions of Statement of Financial Accounting Standards (“SFAS™) No.
117, Financial Statements of Not-for-Profit Organizations, which establishes external financial
reporting for not-for-profit organizations, which includes three basic financial statements and the
classification of resources into three separate classes of net assets, as follows:

* Unrestricted - Net assets which are free of donor-imposed restrictions; all revenues,

expenses, pains, and losses that are not changes in permanently or temporarily
restricted net assets.

* Temporarily Restricted - Net assets whose use by KIPP N.O. is limited by donor-
imposed stipulations that either expire by the passage of time or that can be fulfilled or
removed by actions of the organization pursuant to such stipulations.



KIPP NEW ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
For the Years Ended June 30, 2010 and 2009

NOTE A- SUMMARY OF SIGNIFICANT ACCCOUNTING POLICIES (CONTINUED)

o  Permanently Restricted - Net assets whose use by KIPP N.O. is limited by donor-
imposed stipulations that neither expire with the passage of time nor can be fulfilled
and removed by actions of the organization.

Property and Equipment
Property and equipment are capitalized at cost. It is KIPP N.O.’s policy to capitalize
expenditures for these items in excess of $1,000. Lesser amounts are expensed as incurred.

Property and equipment are being depreciated over their estimated useful lives using the straight-
line method using the following lives:

Fumiﬁlre, fixtures and equipment 5 - 10 years
Leasehold improvements 10 years

Subsequent Events

Subsequent events have been evaluated though December 21, 2010, the date the financial
statements were available to be issued.

Reclassifications

Certain reclassifications have been made to the 2009 financial statements presentation to
correspond to the current year’s format. Total net assets and changes in net assets are unchanged
due to these reclassifications.

NOTE B - CASH AND CASH EQUIVALENTS AND INVESTMENTS

At June 30, 2010 and 2009, cash and cash equivalents consisted of deposits with financijal
institutions with carrying balances of $1,820,179 and $1,870,412, respectively.

At June 30, 2010 and 2009, KIPP N.O. did not hold any investments.

Under State law, these deposits (or the resulting bank balances) must be secured by federal
deposit insurance or pledged securities owned by the fiscal agent bank. The market value of the
pledged securities plus the federal deposit insurance must at all times equal the amount on
deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent
bank in a holding or custodial bank that is mutually acceptable to both parties.

At June 30, 2010 and 2009, KIPP N.O.’s deposits (bank balances) totaled approximately $1.88
million and $1.68 million, respectively. These deposits are secured from risk by federal deposit
msurance under the temporary Transaction Account Guarantee Program. There were no
balances as of June 30, 2010 and 2009 that were unsecured or uninsured.
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KIPP NEW ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
For the Years Ended June 30, 2010 and 2009

NOTE C - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Due to/from other funds at June 30, 2010 were as follows:

Receivable Fund Payable Fund Amount
KIPP Renaissance High School School Support Center $ 75,000
School Support Center KIPP Renaissance High School 104,666
Schoo! Support Center KIPP New Orleans Leadership Academy . 106,494
School Support Center KIPP McDonogh 15 38,496
School Support Center ~ KIPP Believe S 29,290
School Support Center KIPP Central City Academy 25,067
School Support Center KIPP Central City Primary - 21,601
KIPP Central City Academy KIPP Believe ' 3,948
KIPP Central City Academy KIPP Central City Primary 17,344
KIPP Central City Primary KIPP Central City Academy 21.344

Total : $ 443250

. The above due to/from other funds were short-term receivables or payables resulting from the
normal course of KIPP’s operations.

Interfund transfers during the year ended June 30, 2010 were as follows:

Transfers In Transfers Out Amount
School Support Center KIPP McDonogh 15 $ 603,069
School Support Center KIPP Believe 197,580
School Support Center KIPP Central City Academy 179,477
School Support Center KIPP Central City Primary 94,264
School Support Center KIPP Renaissance High School 30,000
School Support Center KIPP New Orleans Leadership Academy 71,308
KIPP Believe School Support Center 100,000
KIPP Central City Academy School Support Center 100,000
KIPP Central City Primary School Support Center 275.000

Total 51,650,068

11




KIPP NEW ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
For the Years Ended June 30, 2010 and 2009

NOTE D - PROPERTY AND EQUIPMENT
Property and equipment at June 30, 2010 and 2009 consisted of the following:

2010 2009
Fumiture, fixtures, and equipment $263,601 $ 259578
Leasehold improvements 570,298 548,998
Less accumulated depreciation (278.529) (172.885)
Property and equipment, net | $555370 $ 635.691

Depreciation expense for KIPP N.O. for the years ended June 30, 2010 and 2009 was $105,645 and
$97,438, respectively. During the years ended June 30, 2010 and 2009, KIPP N.O. acquired
$25,323 and $107,549 in property and equipment, respectively.

NOTEE - DEBT

On Januacy 22, 2010, KIPP N.O. entered into a loan agreement with Charter Fund, Inc., (the
“Fund”) a nonprofit corporation doing business as the Charter School Growth Fund, in the
amount of $500,000. Interest on the loan started from the date of funding, which was April 12,
2010. Interest accrues at a rate of 3.25% per annum (based on a 360 day year) and is due in full
on November 1, 2017. Principal repayments are due in the amount of $200,000 on November 1,
2016 and $300,000 on November 1, 2017.

According to the terms of the loan agreement, $300,000 of the principle due and any accrued but
unpaid interest on such principal, may be forgiven and treated as a grant award if KIPP N.O.
achieves certain milestones for Fiscal 2014, as determined by the Fund in its sole and absolute
discretion. Any amounts not forgiven shall remain payable (both principle and interest) until
maturity.

NOTE F - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets at June 30, 2010 and 2009 were available for the following
purposes:

2010 2009
KIPP to College Program ' $ 129462 § 118,903
Student Scholarships 71,500 71,500
Business Planning Grant _ - 22,500
Facility repairs and renovations ' 1,669 7.920

$ 202631 $_220.823

Net assets were released from donor restrictions by incurring expenses satisfying the restricted

purposes specified by donors during the year in the amounts of $240,414 and $304,909 for the
years ended June 30, 2010 and 2009, respectively.
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KIPP NEW ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
For the Years Ended June 30, 2010 and 2009

NOTE G - RETIREMENT PLANS

Substantially all employees of KIPP N.O. are members of either a statewide retirement system or
an employer sponsored 403(b) retirement plan. Employees of McDonogh 15 School for the
Creative Arts are members of the Teachers’ Retirement System of Louisiana (“TRSL”).
Employees of KIPP Believe College Preparatory School and KIPP Central City Academy are
participants in the employer sponsored 403(b) plan. Pertinent information relative to each plan
follows:

Teachers’ Retirement System of Louisiana (TRSL
Plan Description:

The TRSL consists of three membership plans: Regular Plan, Plan A, and Plan B. The TRSL
provides retirement benefits as well as disability and survivor benefits. Ten years of service
credit is required to become vested for retirement benefits and five years to become vested for
disability and survivor benefits. Benefits are established and amended by state statute. The
TRSL issues a publicly available financial report and includes financial statements and required
supplementary information for the TRSL. That report may be obtained by writing to the
Teachers’ Retirement System of Louisiana, Post Office Box 94123, Baton Rouge, Louisiana
70804-9123, or by calling (225) 925-6446.

Funding Policy:

Plan members are required to contribute 8.0 percent, 9.1 percent, and 5.0 percent of their annual
covered salary for the Regular Plan, Plan A, and Plan B, respectively, KIPP N.O. is required to
contribute at an actuarially determined rate. The current rate is 16.6 percent of annual covered
payroll for all three membership plans. Member contributions and employer’s contributions for
the TRSL are established by state law and rates are established by the Public Retirement
Systems” Actuarial Committee. KIPP N.O.’s employer contribution for the TRSL, as provided
by state law, is funded by the State of Louisiana through annual appropriations and by remittance
from KIPP N.O.. KIPP N.O.’s contributions to the TRSL for the years ending June 30, 2010 and
2009 were $382,219 and $434,147, respectively, which were equal to the required contributions
for each year.

403(b) Plan

Pian Description:

KIPP Believe College Preparatory School and KIPP Central City Academy have a 403(b)
deferred compensation plan covering substantially all employees. Covered employees may elect
to contribute a portion of their salaries as allowable. KIPP Believe elected to contribute 5% of
covered employees’ salaries as contributions. KIPP Believe’s contributions were $314,056 and
$65,460 for the years ended June 30, 2010 and 2009, respectively.

13



KIPP NEW.ORLEANS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
For the Years Ended June 30, 2010 and 2609

School-Based Employees:

All school-based employees are granted ten (10) paid time off (PTO) days at the beginning of
each year. These days are to be used in case of illness or any other reason an employee needs a
day off. If an employee starts after the beginning of the school year, personal leave/sick days are
pro-rated. Unused days will not roll forward at the end of the year (June 30) and may not be
redeemed for additional compensation at the end of the year.

Funding Policy:

School Support Center staff work throughout the year. All full time KIPP N.O. New Orleans
SSC employees earn a minimum total of eighteen (18) days PTO (a combination of vacation
time, sick time, and personal holiday time) per year.

NOTE 1 - CONTINGENCIES

At June 30, 2010 and 2009, KIPP N.O. was not a defendant or co-defendant in any lawsuits
arising from the normal course of operations.

14



SUPPLEMENTAL INFORMATION



1

‘SIUSLIAIEIS [RISURHL] O] §3jou SurAueduioooe 2ag

————————

BZELOCF §  P69R09F S (OSZEvE) S S86CkST .3 8LL6ll S LBOI0T  §  A¥GEZT 0§ £8DELS s638LC 8 69L8ELl S 1955 JaN pue Sanlqei (B0l
6T IS E C6L'6ETT - TETEL8 {or9e) oLy L0 +T 0T 8LE 38656 [{57] 51985 13N [EI0L
€8 0ZT 15202 - 796007 - - - E - 6991 paamsaz Kjueiodwa]
69FP'E65°E $O1'LE0° - D&1'TLY (ov9'2) THY'LY LOV'+T $OT'BLE 386°S6 £LE18 PpaIaISaIIy
IE)3SSY AN
L0 E6Y 660°69€' 1 {osz'ert) CE§'ZLY gIv el SHES] DPS661 6L 561 1062k LTLSTE SanIqel] (o]
- 500008 . D005 - - p - - - . S3UI[1qE1T Juazng) [EI0L,
- 3§ 000008 s - § 000Qos 8 - [ s - § - - s - [ maq uua), Suon
SSIMNqEIY 10341I0))-a0N]
9£0 €6y 660 698 losT'evy} EER'ZLI STH LI SHEEST 0ps 661 6LF S61 LO6TH] JXINT T SINIGRTT WaLN?) [R16]
9Ll ¥ [FK%] - - - - 6L0°¢! 0811 ¢8T 21 €8579¢ UONEPUNO JJTH O 90
- - (osT'crr) 0005 F&¥ 001 999"v01 SP6'8E Liv'op BET'EE 96¥'3¢ SEBOYIG/SUBIQ MaN ddI3 ©1 ang
009'88%  §  0L6'98L L S $  ££8'%6 L I 49 S 6LLBF §  9igeyl § BEEPEI PRE'16 g . 9p9%05 8 sasuadxs paniaae pue sjqeded SIUNOSSY
TRRIGRYT JU3.LIRD)
S1ASSV LAN ANV STILITIFGVIT
STT L0t F S peRB0Ot S losCepy) S S86Svsl §  BLL6IT 5 /80°10Z 8 w6tz §  EB9ELS c688ET 0§ 69LB¥IT § SIAsEY [E10]
169 6£9 0LESSE - £¥0'l - - 00T'L - 2Pe 91T 6LTOEE (uonmizaidap pare[nunase Jo 1ou)
wsundinbs pue Apadosd
RJOSEY —:o.—.-:U-.._cZ
- (132 - - - - - 005’1 - E3 51355 1510 (R0
- SSHT - - - - - 005°1 - £56 susodact
153358y YD
LEGILYE 6907150 fosTEv) Y6 FHS1 8LL'B1L 1307107 LVL 91T £81°TLS L0 TYAT Y WD) THOL
€96 FE 6602 - 69T - - LLy Ev6'1 0002 - n3sSE 120
- . {osZ'cib) v19'sze - VT PrEIZ [4TA T - - SIO0YIG/SUBIIO M JJI WAL ]
619'LL 00002 - 000'02 - - . - - - SAIqEALIA 10
6L'TS'] 6LE°1601 - - 0sK'0z1 P oL SEC'PEL L92192 085'LZ1 DOE1LT S[qRAISDRI SITRID
Po1°6E FALEA N - 99¢ - &9¥°PI 3813 S6H1T vEL'Tl £95°[E sosusdxa piedaug
TIFOLE'T §  6Ll'oe8’l 8 - $  egrosl't 8 (U9 §  pLISE s (el % 98r99E (esTozr) §  zs9'vls § s1ua[BAMbS 45ES PUE Y5E)
ISPASSY JUALIND)
[ |0l suoneuimIg FET ) HEuuuue. 10040g __m_z Arewid Awspery |ooyog SUY oA
punu=] ueddng jooyag diysiapea [ouBSIBUUSY 10 Eauad Au7) renuan) Aioyeredarg AP 10 [0OYIS
SUBIIC) MAN adafjop anoreg €1 yJouodop
S1USSY
6007 0102

(6007 10J 5]#103 aAneaedwod guam) 0107 ‘0€ sung

TTOOHDS A9 NOLLISOd TVIONVNI4 40 SINFWHLVLS
*DNI ‘SNVATIO MIN ddI




91

ZaTVIEE § SeLsLCL 8 - $  ZSUtls s (oD $ oLy $ LOP¥L S  POTELL S 88656 [
950 ILL R 6THISE - 9LT 159 - - 66162 TE6 LLT 96£ 90L 6eYESIT

(s¥8'002) (ze1781) - Grs 10 - - - - - (7))

{606 ¥0£) {yirovd) - Teotvedd - - - - - isz9)
¥90°p01 T - LAk R KA . - - - - -

(6toss1) o955 1) - L18'2Ee {ove'D) ZHLY 8ozt ZLT 00T (zor'o1?) (oalszE 1)
£9€L97 - 865°059°1 (o00'sLy) (BO€'1L) - {oo00c} {r9z've) {LLvsen To8s'L61) (650°€09)
T : - - - ; . y ' 3
- - 8650591 (000'sLH) (go¢'1L) {o00"0t) (¥97've) (Lev'sL) (08s'261) (690°c09)

| E66'1PTTN 785°99¥°91 - TPI9L9l Vv 19 orb 861 LLOTILTT 900'9¥6'C [INTT SIETES'S
BTz VOT b2 - - 6L2 989 vLLELL [£9°251 00¢°L97 ¥6E T0E
05¢PST'Y [6L'8E8'9 - Tr1'9L9'l LIS TeC0F1 6F1'9LL 06%'256 ¥98°16£°1 P6E'05R"T
PETCTE L L6YORL'S - - SLL6 8LE'LS ¥S1'1LE"] $88°0¥8'1 BLLIZI'T LIS'GLE'E
10.7218'!1 L0167l 869°059°1} 656 €8ET T60'DEl 880 9L 6v5'99€ L SELSITE PLEROEE AT
606 +0€ VIFOVT - £01pET - - - - - 1679
Z6L'e1S' 1 ££8°699'F1 (8690591} 96L'6¥1'T Z60'0E1 880°9LT 6bE'99€'T SSL'STT'E ¥1E'BPE'E LEG'E0R'D
- - {869°059°1) 8695111 - - 000°5LZ 000001 000001 -

TEL'ESE 8¥6'6Z1 - - - - - LEI'T - 118'121
So8'sT1 208'¥51 - ol6'Ly - [ 15e01 oIv'y FEL'EY 886'LY
£26'082'1 078'802'l - 981°9Z6 - 000'08 1 000'9t 0LL'8l £ig'vs E40'ET
gTIpol'E LEV'SETY - - - - LBY'T6S PEG'REG 19111 SO1'068°1
969°20¥'T 9.0'PZ6'E - - 760'0E1 6L0'9T1 LZE'TLY L90'T10°1 9wH'0TL $S5°79T'1
szE'esl'y  § 9r0'0ZOs $ - | S s - 5§ - $  vRT'6LL § LEVEYIL $ O6R'TEE'l  §  6THESL'T S
[ [mo] sOonRUWIE Iy Kumapesy 160435 GBIH Kewng Awapesy [0S By sAREaI)
punps] uoddng |ooysg diyssapeas] AoURSIRUURY L1 egua) An) Enuay Aioreredalgy o1 107 |0oag
SuEap MIN a8a10) saapg  §1 ylouograp
6007 0107

(6007 10j 518103 2anEaEdWOd YNIK) OTOT ‘0€ INNT AAANT AVIA HHL 904

TOOHDS A9 SHILIALLDY JO SINTWALVLS

"ONI ‘SNVATIO MIAN 4d1

‘SuSWwMELS [eouBRLL 0} satou Fulluedwonor sa8

w3k [B3ISY JO PUR 17 FIFESE JON
wak [easy Jo Buuidag 18 50588 2
515V 1aN
pAWISYY Aueiodma] o8 aseasdug

SUGNOLOS WO PAsEI[al SIA55E 1aN
SUDREUNC]

SLISSY LAN d.LOTELSTY A TIVEOJWNTL

1355y Jap] PAIALLSIITN) 01 [sSEAIIDQ)ASEAOD]

(astadxg) awoou] pa12wsauf] JARQO 10T
»po
N0 SIgStIRI ]
{asmadx3) awmoiun paparysaIan Laqy
sasuadxy [e10],
FETPNELEET Y
SITIAIIS [BUONDINOSU]-LoN]
o902l pue juamadeuepy
1530108 Suuoddng
[EUOHONGST
1S391A13% wrerdong
sasmadxy

SUONRALISSE|IY
ple sanuaasy “woddng je10],
siwsuided Aq peYSHES SUONILOSYY
SUORILOEDY WOL) PIsea|#3] 51955V 1A

SANUIATY IO pue woddng d1jqng [B10),

SlajsuRa]

Spun) AES IO

$32IN0S [B20] 231N0

SUDHAGLIUCS PI2e SHODEUCC]

spury joogas Nignd aeig

E32UN0S [BIP3 ]

pre pdnd sad (oo

sINeAFY 12O poe poddng Agng

SLASSY LAN GALIILLSTUNN


http://p-p-o.cn
http://�

PERFORMANCE STATISTICAL DATA




ReBOWE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

A PROFESSIONAL CORPORATION

3501 N. Causeway Blvd. * Suite 810 « PO. Box 6952 + Matairie, LA 70009
Phone (504) 837-9116 « Fax (504) 837-0123 « www.rebowe.com

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

Board of Directors of
KIPP New Orleans, Inc.
New Orleans, Louisiana

We have performed the procedures included in the Louisiana Governmental Audit Guide and
enumerated below, which were agreed to by the management of KIPP New Orleans, Inc. (“KIPP
N.0.”) and the Legislative Auditor, State of Louisiana, solely to assist the users in evaluating
management’s assertions about the performance and statistical data accompanying the annual
financial statements of KIPP N.O. and to determine whether the specified schedules are free of
obvious errors and omissions as provided by the Board of Elementary and Secondary Education
(BESE) Bulletin. The School System is responsible for the performance and statistical data. This
agreed-upon procedures engagement was performed mn accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of the specified users of this report. Consequently, we
make no representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

Qur procedures and findings are as follows:

General Fund Instructional and Support Expenditures and Certain Local Revenué Sources
{Schedule K-1)

1. We selected a random sample of 25 transactions and reviewed supporting documentation to
determine if the sampled expenditures/revenues are classified correctly and are reported in
the proper amounts for each of the following amoumts reported on the schedule:

Total General Fund Instructional Expenditures,

Total General Fund Equipment Expenditures,

Total Local Taxation Revenue,

Total Local Earnings on Investment in Real Property,
Total State Revenue in Lieu of Taxes,

Nonpublic Textbook Revenue, and

Nonpublic Transportation Revenue.
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Education Levels of Public School Staff (Schedule X-2)

2. We reconciled the total number of full-time classroom teachers per the schedule
“Experience of Public Principals, Assistant Principals, and Full-time Classroom Teachers”
(Schedule K-4) to the combined total number of full-time classroom teachers per this
schedule and to school board supporting payroll records as of October 1, 2009.

3. We reconciled the combined total of principals and assistant principals per the schedule
“Experience of Public Principals, Assistant Principals, and Full-time Classroom Teachers”
(Schedule K-4) to the combined total of principals and assistant principals per this schedule.

4. We obtained a list of principals, assistant principals, and full-time teachers by classification
as of October 1, 2009 and as reported on the schedule. We traced a random sample of 25
teachers to the individual’s personnel file and determined that the individual’s education
level was properly classified on the schedule.

Number and Type of Public Schools (Schedule K-3)

5. We obtained a list of schools by type as reported on the schedule. We compared the list to
the schools and grade levels as reported on the Title 1 Grants to Local Educational Agencies

(CFDA 84.010) application and/or the National School Lunch Program (CFDA 10.555)
‘application. :

Experience of Public Principals, Assistant Principals, and Full-time Classroom Teachers

(Schedule K-4)

6. We obtained a list of principals, assistant principals, and full-time teachers by classification
as of October 1, 2009 and as reported. on the schedule and traced the same sample used in

procedure 4 to the individual’s persomnel file and determined that the individual’s
experience was properly classified on the schedule.

Public Staff Data (Schedule K-5)

7. 'We obtained alist of all classroom teachers including their base salary, extra compensation,
and ROTC or rehired retiree status as well as full-time equivalent as reported on the
schedule and traced a random sample of 25 teachers to the individual’s personnel file and

determined that the individual’s salary, extra compensation, and full-time equivalents were
propetly included on the schedule.

8. We recalculated the average salaries and full-time equivalents reported in the schedule.
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Class Size Characteristics (Schedule K-6)

9.  We obtained a list of classes by school, school type, and class size as reported on the
schedule and reconciled school type classifications to Schedule K-3 data, as obtained in
procedure 5. We then traced a random sample of 10 classes to the October 1, 2009 roll
books for those classes and determmed that the class was properly classified on the
schedule.

Louisiana Educational Assessment Program (LEAP) for the 21% Century (Schedule K-7)

10. We obtained test scores as provided by the testing authority and reconciled scores as
reported by the testing authority to scores reported in the schedule by the School System.

Integrated Louisiana Educational Assessment Program (iLEAP) (Schedule K-9)

11. We obtained test scores as provided by the testing authority and reconciled the scores as

reported by the testing authority to the scores reported in the schedule by the School
System.

We noted the following exceptions as a result of applying the above procedures:

Education Levels of Public School Staff (Schedule K-2)

4. We noted five (5) instances where the certification number for a teacher on the PEP report was
not valid for the 2009-2010 school year. We also noted three (3) instances in which we were
unable to obtain supporting documentation to verify teacher’s the education level.

We were not engaged to and did not perform an examination, the objective of which would be the
expression of an opinion on management’s assertions. Accordingly, we do not express such an

opinion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

This report is intended solely for the information and use of management of KIPP New Orleans,
the Louisiana Department of Education, the Louisiana Legislature, and the Legislative Auditor,
State of Louisiana, and is not intended to be and should not be used by those who have not agreed
to the procedures and taken responsibility for the sufﬁcxency of the procedures for their purposes.

Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a
‘public document.

Rebowe & Company

December 21, 2010
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KIPP NEW ORLEANS, INC.
NEW ORLEANS, LOUISIANA

General Fund Instructional and Support Expenditures
Certain Local Revenue Sources
For the Year Ended June 30, 2010

Schedule K-1

General Fund Instructional and Equipment Expenditures -
General Fund Instructional Expenditures:

Teacher and Student Interaction Activities:

Classroom Teacher Salaries
Other Instructional Staff Activities
Instructional Staff Employee Benefits
Purchased Professional and Technical Services
Instructional Materials and Supplies

Less: Instructional Equipment

Total Teacher and Student Interaction Activities

Other Instructional Activities

Pupil Support Activities
Less: Equipment for Pupil Support Activities
Net Pupil Support Activities

Instructional Staff Services
Less: Equipment for Instructional Staff Services
Net Instructional Staff Services

School Administration

Less: Equipment for School Administration
Net School Administration

Total General Fund Expenditures

Total General Fund Equipment Expenditures
)

Certain Local Revenue Sources:

$ 4,198,960
89,481
1,047,909
19,111

343,568

(35,762)
¥ 5,663,267

1,854
$ 542,505

542,505
3 115,554

115,554

$ 1485642

(3,280)
1,482,362

3 7805582
$ 39,042)

Note: KIPP New Orleans, Inc. receives local revenues from the Orleans Parish School Board which is passed through the
Recovery School District. KIPP does not receive a detailed scheditle of the source of these revenues. This section is not

applicable to charter schools under the Recovery School District.
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KIPP NEW ORLEANS, INC.
NEW ORLEANS, LOUISIANA

Education Leve! of Public Principals, Assistant Principals, and Full-Time Classroom Teachers

Schedule K-2

As of October 1, 2009
Full-time Classroom Teachers Principals and Assistant Principals
Certificated Uncertificated Certificated Uncertificated

Category Number | Percent | Number | Percent | Number | Percent | Number | Percent
Less than a Bachelor's Degree - - - - - - - -
Bachelor's Degree 45 85% 28] 67% 51 100.0% - -
Master's Degree 8 15% 13 30% 0.0% - -
Master's Degree +30 - - 1 2% - - - -
Specialist in Education - - ~ - - - - -
Ph. D. or Ed. D. - - - - - - - -

Total 53| 100% 43| 100% 5| 4100.0% -1 0.0%

21




KIPP NEW ORLEANS, INC. Schedule K-3
NEW ORLEANS, LOUISIANA

Number and Type of Public Schools
For the Year Ended June 39, 2010

2010
Type Number
Elementary 1
Middle/Ir. High 2
Secondary -
Combination 1
Total 4

Note: Schools opened or closed during the fiscal year are included in this schedule.
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KIPP NEW ORLEANS, INC. | Schedule K-4
NEW ORLEANS, LOUISIANA

Experience of Public Principals, Assistant Principals, and Full-Time Classroom Teachers
As of October 1, 2009

0-1Yr. | 2-3Yrs. {4-10 Yrs. J11-14 Yrs.J15-19 Yrs.]20-24 Yrs.] 25+ Yrs. | Total
Assistant Principals - 2 - - - - - 2
Classroom Teachers 23 39 31 2 I - - 96
Principals - 2 1 - - - - 3
Total 23 43 32 2 i - - 101
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KIPP NEW ORLEANS, INC. Schedule K-5
NEW ORLEANS, LOUISIANA

Public School Staff Data
For the Year Ended June 30, 2010

Classroom Teachers
2010 All Classroom Excluding ROTC
Teachers And Rehired Retirees

Average Classroom

Teachers’ Salary $ 48,1621 $ 48,162

Including Extra Compensation

Average Classroom

Teacher’s Salary $ 48,162 $ 48,162

Excluding Extra Compensation

Number of Teacher Full-time
Equivalents (FTEs) used in . 95 05

Computation of Average Salaries

Note: Figures reported include all sources of funding (i.e. federal, state and local) but exclude employee
benefits. Generally, retired teachers rehired to teach receive less compensation than non-retired teachers and
ROTC teachers receive more compensation because of a federal supplement. Therefore, these teachers are

excluded from the computation in the last column. This schedule excludes day-to-day substitutes and
temporary employees.
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KIPP NEW ORLEANS, INC. Schedule K-6
NEW ORLEANS, LOUISIANA

Class Size Characteristics

As of October 1, 2009
Class Size Range
1-20 21-26 27-33 34+

School Type Percent | Number| Percent | Number| Percent { Number| Percent [ Number
Elementary 24% 32| 38% 51| 23% 31| 14% 19
Elementary Activity Classes 21% 7] 24% 8| 36% 121 18% 6
Middle/Jr. High 28% 44| 4A0% 63] 3% 12| 25% 40
Middle/Jr. High Activity Classes 46% 13| 39% 11 - - 14% 4
High Activity Classes - - - - - - - -

. |Combination - - - - - - - -
Combination Activity Classes - - - - - - - -

Note: The Board of Elementary and Secondary Education has set specific limits on the maximum size of classes at
various grade levels. The maximum enrollment in grades K-3 is 26 students and maximum enroliment in grades 4-12
is 33 students. These limits do not apply to activity classes such as physical education, chorus, band, and other
classes without maximum enrollinent standards. Therefore, these classes are included only as separate line items,
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REBOWE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

A PROFESSIONAL CORPORATION

3501 N. Causeway Bivd. + Suite 810 + P.O. Box 6352 « Metairie, LA 70009
Phone (504) 837-9116 » Fax (504) 837-0123 » www.rebowe.com

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

Board of Directors of
KIPP New Otrleans, Inc.
New Orleaps, Louisiana

We bave performed the procedures described below, which were agreed to by the management of
KIPP New Orleans, Inc. (“KIPP N.O.”), the Orleans Parish School Board (OPSB) and the
Legislative Auditor, State of Louisiana, solely to assist the users in evaluating management’s
assertions about the use of Dedicated Millages and to determine whether the specified data is free
of obvious errors and omissions as provided by KIPP N.O.. The School System is responsible for
documenting the use of Dedicated Millages. This agreed-upon procedures engagement was
performed in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
the specified users of this report. - Consequently, we make no representafion regarding the
sufficiency of the procedures described below either for the purpose for which this report has been
requested or for any other purpose.

Our procedures and findings are as follows:
1. We obtained a schedule from KIPP N.O. of its expenditures for each purpose for the fiscal year.
Dedicated Millage:

Purpose A - School Books, Materials, and Supplies.

Purpose B - Early Cﬁi]dhood, Discipline, and Dropout Programs.

Purpose C - Employee Salary, Benefits, and Incentives.

Purpose P - Air Conditioning, Asbestos Removal, and Facilities.

2. We traced the expenditures to the General Ledger.

No exceptions were found as a result of applying the above procedures.
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We were not engaged to and did not perform an examination, the objective of which would be the
expression of an opinion on management’s assertions. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

This report is intended solely for the information and use of management of KIPP New Orleans,
the Louisiana Department of Education, the Louisiana Legislature, and the Legislative Auditor,
State of Louisiana, and is not intended to be and should not be used by those who have not agreed
to the procedures and taken responsibility for the sufficiency of the procedures for their purposes.

Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a
public document.

Retowe & Company

December 21, 2010
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REBOWE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

A PROFESSIONAL CORPORATION

3501 N. Causeway Blvd. * Suite §10 » P.O. Box 6852 » Metairle, LA 70009
Phone {504) 837-9116 » Fax (504) 837-0123 + www.rebowe.com

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

Board of Directors
KIPP New Orleans, Inc.
New Orleans, Louisiana

We have audited the Statements of Financial Position and the related Statements of Activities,
Cash Flows and Functional Expenses of KIPP New Orleans, Inc. (“KIPP N.O.™), as of and for
_the years ended June 30, 2010 and 2009, and the Statement of Functional Expenses for the year
ended June 30, 2010, which collectively comprise KIPP N.O.’s basic financial statements, and
have issued our report thereon dated December 21, 2010. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered KIPP N.O.’s internal contro! over financial
reporting as a basis for designing our anditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
- effectiveness of the KIPP N.O.’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of KIPP N.Q.’s interpal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of the intemal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control that might be deficiencies, significant deficiencies or material weaknesses.
However, we consider deficiency 10-01 as described in the accompanying schedule of Findings
and Questioned Costs to be a significant deficiency in internal control over financial reporting.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether KIPP N.O.’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to the management of KIPP N.Q. in a separate letter
.dated December 21, 2010.

This report is intended solely for the information and use of management, the Board of Directors,
the Legislative Auditor of the State of Louisiana, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified

parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative
Auditor as a public document.

Rebowe & fompany

December 21, 2010

31




REBOWE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

A PROFESSHONAL CORPORATION

3501 N. Cayseway Bivd. « Suite 810 = P.O. Box 6952 + Metairie, LA 70003
Phone (504) 837-9116 = Fax (504) 837-0123 « www.rebowe.com

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD BAVE A DIRECT MATERIAL EFFECT
ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

INDEPENDENT AUDITOR’S REPORT

Board of Directors
KIPP New Orleans, Inc.
New Orleans, Lounisiana

Compliance

We have andited the compliance of KIPP New Orleans, Inc. (“KIPP N.0.”) (2 nonprofit
organization) with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a
direct and material effect on each of KIPP N.O.’s major federal programs for the year ended June
~ 30, 2010. KIPP N.O.’s major federal programs are identified in the summary of auditor’s results
section of the accompanying Schedule of Findings and Questioned Costs. Compliance with the
requirements of laws, regulations, contracts, and pgrants applicable to each of its major federal
programs is the responsibility of KIPP N.Q.’s management. Our responsibility is to express an
opinion on KIPP N.O.’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Compfroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about KIPP N.O.’s compliance
“with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our andit
does not provide a legal determination of KIPP N.O.’s compliance with those requirements.

In our opinion, KIPP N.O. complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2010.
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However, the results of our auditing procedures disclosed an instance of woncompliance with
those requirements that is required to be reported in accordance with OMB Circular A-133 and
which is described in the accompanying Schedule of Findings and Questioned Costs as Findin
10-02.

Internal Control Over Compliance

The management of KIPP N.O. is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered KIPP
N.O.’s interna] control over compliance with the requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of KIPP’s 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 if
compliance requirement of a federal program on a tfimely basis. A material weakness in internal
control over compliance, such that there is a reasonable possibility that material noncomplinance

with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control over compliance that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. However, we did identify a deficiency in
internal control that we consider to be a significant deficiency which is described in the
accompanying Schedule of Findings and Questioned Costs as Finding 10-02.

KIPP N.O.’s response to the finding identified in our audit is described in the accompanying
Corrective Action Plan for Current Year Audit Findings and Questioned Costs. We did not audit
KIPP N.O.’s response and, accordingly, express no opinion on it.

This report is intended solely for the information of management, the Board of Directors, the
Legislative Auditor of the State of Louisiana, and federal awarding agencies and pass-through

entities and is not intended to be used by anyone other than these specified parties. Under

Louisiana Revised Statue 24:513, this report is distributed by the Legislative Auditor as a public
document.

Rebowe & Gompany

December 21, 2010
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KIPP NEW ORLEANS, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

(CONTINUED)

For the Year Ended June 30, 2010

Federal Grantor/ Program Title/
Pass-Through Grantor

U.S. Department of Education:

Passed-through Louisiana Department of Education:
Title I Grants to Local Educational Agencies (LEAs)*

Title I Grants to Local Educational Agencies (LEAs)
ARRA Funding :
Title I Improving Teacher Quality State Grants

Title IV Safe and Drug-Free Schools and
Communities - State Grants

Title V Part B - Charter Schools (CSP)
Special Education - Grants to States (IDEA, Part BY*

Special Education - Grants to States (IDEA, Part B)*
ARRA Funding

Special Education - Preschool Grants (IDEA Preschool)*

Special Education - Preschool Grants (IDEA Preschool)*
ARRA Funding

Hurricane Education Recovery Act Programs
Hurricane Educator Assistance Program (HEAP)

State Stabilization*
ARRA Funding

LA4 Preschool

TOTAL U.S. DEPARTMENT OF EDUCATION

34

Federal
CEFDA

Number

84.010

84.389

84.367

84.186
84.282

84.027

84.391
84.173

84.392

84.938K

84.394

99.999

Expenditures

$ 1,376,660
9,845
173,044

6,485
960,222

295,833

137,795
8,043
3,497

64,668

105,630

49,688

3.191.412



KIPP NEW ORLEANS, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
(CONTINUED)
For the Year Ended June 30, 2010

: Federal

Federal Grantor/ Program Title/ CFDA
Pass-Through Grantor Number Expenditures
U.S. Department of Agriculture:
Passed-through Louisiana Department of Education .

National School Lunch Program* : 10.555 § 732,666

TOTAL U.S. DEPARTMENT OF AGRICULTURE 7 732.666

TOTAL FEDERAL ASSISTANCE $ 3924076

*Identified as a major program.

See accomparnying Notes to the Schedule of Expenditures of Federal Awards.

35



KIPP NEW ORLEANS, INC.
NOTE TO THE SCHEDULE OF EXPENDITURES OF
| FEDERAL AWARDS
Year Ended June 30, 2010

NOTE A - BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Organization and is presented on the accrual basis of accounting. The information
in this schedule is presented in accordance with the requirements of OMB Circular A-133,
- “Audits of States, Local Governments, and Non-Profit Organizations.” Therefore, some
amounts presented in this schedule may differ from amounts presented in or used in the
preparation of the basic financial statements.
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KIPP NEW ORLEANS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2010

A. SUMMARY OF AUDITOR’S RESULTS

e The auditor’s report expresses an unqualified opinion on the financial statements of KIPP
New Orleans, Inc. (“KIPP N.O.”).

» Onpe (1) control deficiency disclosed during the audit of the financial statements is
reported in the 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, identified as Finding 10-01. This condition is
considered to be a significant deficiency.

o No instances of noncompliance material to the financial statements of KIPP were
disclosed and identified during the audit. '

o One (1) significant deficiency relating to the audit of the major federal award programs is
reported in the Report on Compliance with Requirements Applicable to Each Major Program
and Internal Control Over Compliance in Accordance with OMB Circular A-133. 1t is not

considered to be material weakness. The significant deficiency ts identified as Finding 10-
02.

o The Report on Compliance with Requirements Applicable to Each Major Program and
Internal Control Over Compliance in Accordance with OMB Circular A-133 expresses an
unqualified opinion on all major federal programs.

* There were no findings that are required to be reporied in accordance with Section 510(a)
of OMB Circular A-133.

¢ A management letter was issued for the year ended June 30, 2010.

» The programs tested as major programs for the year ended June 30, 2010 were:

- Program Title CFDA No.
Title I Grants to Local Educational Agencies 84.010, 84.389
Child Nutrition Cluster - School Breakfast & Lunch  10.555
Special Education Grants to States (IDEA) 84.027, 84.391,

84.173, 84.392
State Fiscal Stabilization Funds (IDEA) 84.394

e * The threshold for distinguishing between Type A and Type B programs was $300,000.

e KIPP N.O. did not qualify as a low-risk auditee.
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KIPP NEW ORLEANS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended June 30, 2010

B. FINDINGS - FINANCIAL STATEMENT AUDIT

Finding 10-01 Segregation of Accounting Duties

Condition:
Based on our observations during the audit, it is our opinion that the accounting department was
understaffed. As a result, certain accounting duties and processing of accounting transactions

did not occur on a timely basis. Timely financial statements are critical to enable the effective
‘management of KIPP N.O.

As KIPP N.O. has continued to grow in size, and there has not been a proportional increase in
the accounting department’s staffing. Expanding the accounting department would facilitate the
segregation of accounting duties and greatly strengthen KIPP N.O.’s internal controls.

Additionally, during fiscal 2010, there was significant turnover in the accounting department
including the Director of Finance.

Criteria:

KIPP N.O. needs a sufficiently staffed accounting department in order to facilitate the
segregation of accounting duties, maintain appropriate level of intemal control over. financial
reporting, efficiently and accurately process accounting transactions, and produce accurate
financial information on a timely basis.

Effect:

KIPP N.O.’s understaffed accounting department has contributed to the organizations inability to
maintain proper segregation of accounting duties.

Cause:
KIPP N.O.’s accounting department was understaffed.

Recommendation:

We recommend that KIPP N.O. hire additional personnel in order to properly staff the
accounting department.

Response

See Management’s Corrective Action Plan for their response.
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KIPP NEW ORLEANS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended June 30, 2010

C. FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAMS

Finding 10-02 Time and Effort Documentation in Accordance with OMB Circular A-87
Condition:

KIPP N.O. did not maintain semi-annual certificates or time and effort distribution records on
employees whose salaries are funded through the following programs: Title I, Title II, Title IV,
Title V part B, and IDEA

Criteria;

KiPP N.O. operates as a school-wide program and they do not consolidate federal funds.
Therefore, an employee who works, in whole or in part on a Federal program or cost objective,
must document time and effort in accordance with OMB Circular A-87, Attachment B,
paragraph 8, sections 3 through 6.

OMB Circular A-87 States:

o Where employees work solely on a single Federal award or cost objective,
charges for their salaries and wages will be supported by periodic certifications
that the employees worked solely on that program for the period covered by the
certification. These certifications must be prepared at least semi annually and
must be signed by the employee or supervisory official having firsthand
knowledge of the work performed by the employee. :

* Where employees work on multiple activities or cost objectives, a distribution of
their salaries or wages must be supported by personnel activity reports or
equivalent documentation unless a statistical sampling system or other substitute
system has been approved by the cognizant Federal agency. The personnel
activity reports must reflect an after the fact distribution of the actual activity of
each employee, account for the total activity for which each employee is
compensated, be prepared at least monthly and must coincide with one or more
pay peniods, and be signed by the employee. Substitute systems may include, but
are not limited to, random moment sampling, case counts, or other quantifiable
measures of employee effort.

Effect:

KIPP N.O.’s Title I, Title II, Title IV, Title V part B, and IDEA programs are not in compliance
with OMB Circular A-87. Non-compliance with OMB Circular A-87 may result in reduced
funding for these programs.
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KIPP NEW ORLEANS, INC. _
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended J_une 30, 2010

Cause:

KIPP N.O. does not have policies and procedures in place to properly comply with the
requirements of OMB Circular A-87, resulting in their noncompliance.

Recommendation:

We recommend that KIPP N.O. adopt policies and procedures to comply with the requirements
of OMB Circular A-87. We suggest creating a certificate to be completed semi-annually by
employees whose compensation is funded solely from a single cost objective. For employees
whose time is split between multiple cost objectives or programs, we recommend that time and
activity reports be maintained throughout the year, preferably for each pay period. This would
apply to all employees whose compensation is funded through Title I, Title II, Title IV, Title V
part B, and IDEA programs (including ARRA funding).

Response:

See Management’s Corrective Action Plan for their response.
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KIPP NEW ORLEANS, INC,
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
AND QUESTIONED COSTS
For the Year Ended June 30, 2010

SECTION I - FINDINGS RELATED TO THE FINANCIAL STATEMENTS
COMPLIANCE ‘

Finding 09-01 Documentation of Expenses

Current Year Status — Resolved.‘

- SECTION II - FINDINGS AND QUESTIONED COSTS RELATED TO MAJOR
FEDERAL AWARD PROGRAMS

Findiqg 09-02 Documentation of Expenditures of Federal Awards

Current Year Status — Resolved.

SECTION Il - MANAGEMENT LETTER

N/A
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KIPP NEW ORLEANS, INC,
CORRECTIVE ACTION PLAN FOR CURRENT
YEAR AUDIT FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2010

Finding 10-01 Segregation of Accounting Duties

Recommendation:

We recommend that KIPP N.O. hire additional personnel in order to properly staff the
accounting department. ' '

Corrective Action:

KIPP N.O. has recently hired a new Chief Financial Officer whose initial tasks include the hiring
of additional qualified staff for the accounting and finance department. New positions will
include a full time Grants Manager and a full time Accounting Manager. Filling these two
positions has the full support of both KIPP N.O. management and the Board. 1t is the
expectation of management that the department will be adequately staffed within 60 days of the

issuance of this report. An adequately staffed accounting and finance department will ensure
continued timely financial reporting.

Implementation Date:
Immediately.
Contact;

Michael A. Dunn, CPA, Chief Financial Officer - (504) 373-6269

42




KIPP NEW ORLEANS, INC.
CORRECTIVE ACTION PLAN FOR CURRENT
YEAR AUDIT FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended June 30, 2010

Finding 10-02 Time and Effort Documentation

Recommendation;

We recommend that KIPP N.O. adopt policies and procedures to comply with the requirements
of OMB Circular A-87. We suggest creating a certificate to be completed semi-annuaily by
employees whose compensation is fimded solely from a single cost objective. For employees
whose time is split between multiple cost objectives or programs, we recommend that time and
. activity reports be maintained throughout the year, preferably for each pay peried. This would
apply to all employees whose compensation is funded through Title [, Title II, Title [V, Title V
part B, and IDEA programs (including ARRA funding).

Corrective Action:

KIPP N.O. has implemented hand scanning software in each school which serves as a time
tracker for all employees. This system, which is also connected to our payroll, time and labor

and human resources system (ADP) was put in place to track time and effort of all employees

through KIPP N.O. This system allows us the opportunity to allocate employee time to different
funding sources as indicated by OMB Circular A-87. We are implementing this system where
applicable.

Each January and June, KIPP N.O. will require all staff whose salaries are covered by federal
funds to sign time and effort documentation which will indicate what portions of their salaries
are covered by what grants. This documentation will certify that the time and effort of all
employees is understood by all employees and will indicate that they agree with the breakdown
of time. For example, if an employee’s salary is partially covered by IDEA and partially by Title
1 that breakdown will be indicated on the form signed by the employee and manager.

This personnel activity report will be used to document time and effort in accordance with OMB
Circular A-87 regulations. This report will be collected semi-annually (January and June) to
track the time of all employees who are funded by federal programs.

Implementation Date:

Immediately.
Contact:

Michael A. Dunn, CPA, Chief Financial Officer - (504) 373-6269
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REBOWE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

A PROFESSICNAL CORPORATION

3501 N. Causeway Blvd. » Suite 810 » PO. Box 6952 » Metairie, LA 70009
Phone (504) 837-9116 « Fax (504) 837-0123 * www.labowe.com

" December 21, 2010

Board of Directors
KIPP New Orleans, Inc.
New Orleans, LA

We have audited the combined financial statements of the KIPP New Orleans, Inc. (“KIPP N.O.”)
for the year ended June 30, 2010 and have issued our report thereon dated December 21, 2010. As
part of our audit, we considered KIPP’s internal control over finaucial reporting in order to
determine the nature, timing and extent of our anditing procedures for the purpose of expressing an
opinion on the basic financial statements and not to provide assurance on the internal control.

However, during our audit we became aware of matters that represent opportunities for
strengthening internal control and operating efficiency with relation to KIPP N.O. The
memorandum that accompanies this lefter summarizes our comments and recommendations
regarding these matters.

We will review the status of our findings and recommendations during our next audit engagement.
We have already discussed our recommendations with management and have included their
corrective action plans. We will be pleased to discuss our recommendations with you in further
detail at your convenience, perform any additional study of these matters, or assist you in
implementing our recommendations.

Sincerely,

W&&W
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Accounting Software
Observation:

During our audit, we noted that KIPP N.O.’s accounting software is inadequate for its current
size and needs. Currently KIPP N.O. uses a separate QuickBooks package for each school and
the School Support Center. The result is that multiple sets of accounting data need to be
compiled in order to produce complete financial statements. Additionally, QuickBooks is
limited in the level of internal control over accounting fransactions that can be built into the
software. As KIPP N.O. continues to grow it becomes increasingly difficult to produce accurate
and timely financial staterments using the current software.

Recommendation:

We suggest that KIPP N.O. purchase and implement more sophisticated accounting software that
will enable it to account for all transactions accurately and facilitate the preparation of timely
financial statements. KIPP N.O. will also be required to provide training for its accounting
department and adopt policies and procedures related to the implementation and ongoing
operation of the new software.

Corrective Action Plan:

KIPP N.O. acknowledges the need for more adequate accounting software and has begun some
initial research on replacement options. With the hiring of the new Chief Financial Officer,
Grants Manager and Accounting Manager as the first priority, identifying and implementing a
new accounting software package will be the second priority for the accounting department with
the expectation that new software will be implemented early in fiscal 2012, if not before.




NEW ORLEANS
SCHOOLS

January 7,2011
Office of the Legislative Auditor

Re: KIPP New Orleans #7444

As per your request, we are providing management’s corrective plan of action to the following
finding on page 19 in the Agreed Upon Procedures in the above referenced report for KIPP New
Orleans for the year ended June 30, 2010: '

Finding

We noted five (5) instances where the certification number for a teacher on the PEP report was
not valid for the 2009-2010 school year. We also noted three (3) instances in which we were
unable to oblain supporting documentation to verify teacher’s education level.

orrective Action Plan g
In response, KIPP New Orleans Schools will collect transcripts of all teachers going forward to
address the lack of documentation to certify education level, Further, during the on-boarding of
all new and retuming teachers, we will require that a proper check of certification numbers is
made. We will check their certification number against what is found online for the October 1
reporting period.

M\

Michael A. Dunn, CPA
Chief Financial Officer

PO Box 2390, New Orleans, LA 70176




