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j New Orleans Public School Board

401 Nashville Avenue * New Orleans, Louisiana * 70115
(504) 304-5680 office * (504) 896-4038 fax

Dr. Ora Watson, Superintendent

June 7, 2006

The President and Members
Orleans Parish School Board

We are pleased to present the Comprehensive Annual Financial Report (CAFR) of the
Orleans Pansh School Board (OPSB) for the fiscal year ended June 30, 2003.
Responsibility for both the accuracy of the data, and the completeness and faimess of the
presentation, including all disclosures, rest with the OPSB.

To the best of our knowledge and belief, the enclosed data are accurate in all material
respects and are reported in a manner designed to present fairly the Statement of Net
Assets (Deficit) and Statement of Activities of the OPSB. All disclosures necessary to
enable the reader to gain an understanding of the OPSB financial activities have been
included. This report also includes all funds and account groups of the School Board.

The CAFR is presented in three sections: Introductory, Financial and Statistical. The
Introduction Section includes this Transmittal Letter and a list of principal officials. The
Financial Section includes required supplemental information (Management Discussion
and Analysis), basic financial statements, and other supplemental information, as well as
the independent auditors® report on the basic financial statements. The Statistical Section
includes selected financial and demographic information, which is generally presented on
a multi-year basis.

The OPSB is a political subdivision created under Louisiana State Statues and has the
power to sue and be sued, to make rules and regulations for its own government
consistent with the laws of the state of Louisiana and the regulations of the State Board of
Elementary and Secondary Education. The School Board operates within Orleans Parish
providing a full range of regular education and related services as required by the
Louisiana State Statutes. It is authorized to establish public schools it deems necessary to
provide adequate school facilities for the children of the parish, to determine the number
of teachers to be employed and to determine local supplement to their salaries.
Accordingly, the OPSB is not included in any other governmental reporting entity since
its members are elected by the public for a term of four years and have decision-making
authority, the power to designated management, the ability to significantly influence
operations and primary accountability for fiscal matters.

All funds and entities controlled by or dependent on the OPSB are included in the CAFR.
These financial statements present the Board as the primary government. It has two
active component units, the New Orleans Charter Middle School (NOCMS), operated by
Middle School Advocates, Inc. and James M. Singleton Charter Middie School. These
schools are presented as discrete component units and are included in the reporting entity
because they are fiscally dependent on the OPSB.
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The boundaries of the OPSB area of responsibility and the City of New Orleans are co-
terminus and located near the mouth of the Mississippi River in Southeast Louisiana.
The leading industries of the local economy are petroleum, port, tourism, and
construction.

Respectfully,

Ora L. Watson} Ph.D., Superintendent
New Orleans Public Schools

viii




P&N

Postlethwaite & Netterville

A Professionol Accounting Corporotion
Associnted Offices in Principol Cities of the United Stotes

wWww.pncpa.com

INDEPENDENT AUD ' REPORT

The Orieans Parish School Board

We were engaged to audit the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Orleans Parish School Board {School Board) as of and for the yeas ended June 30,
2003, which collectively comprise the School Board's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the School Board's management. We were not engaged to audit the financial statements of
the New Orleans Charter Middle School whose statements reflect total assets of $2,797,409 as of June 30, 2005, and total
revenues of $1,853,693, for the year then ended, or the financial statements of James M. Singleton, Charter Middle School
whose statements reflect total assets of $769,398 as of June 30, 2005, and total revenues of $2,313 844, for the year then ended.
The financial statements of the component units were compiled by other accountants.

The basic accounting and reporting systems for cash balances, revenues, receivables, disbursements, accounts payable, accrued
liabilities, deferred revenue, payroll, and fixed assets were not effective during the year ended June 30, 2005 which resuited in
inadequate accounting records. The magnitude of these systems was of such significance to the financial records and the overall
financial reporting to the School Board that we were unable to gather sufficient competent evidential matter to complete our
audit.

We were unable to obtain audit evidence of the activity of the transactions and resulting receivables and payables between funds.
As a result, the accuracy and appropriateness of these transactions and balances cannot be determined.

Because of the significance of the unceytainties described abhove, and since the scope of the work, as described above, was not
sufficient, we are unable to express and we do not express, an opinion on the School Board’s basic financial statements as listed
in the table of contents.

The management's discussion and analysis and budgetary comparison information on pages xi through xxii and pages 48 through
51, respectively, are not a required part of the basic financial statements, but are supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, whicli consisted principally of
inquiries of managemnent regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

The accompanying supplementary information consisting of the introductory section and combining and individual nonmajor
fund financial statements are presented for purposes of additional analysis and are not a required part of the basic financial
statements. We did not audit the information and we express no opinion on it.

-ix -
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In accordance with Government Auditing Standards, we have also issued our report dated June 16, 2006 on our consideration of
the Orleans Parish School Board's intemnal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grants. 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, not to provide an opinion on internal control or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should
be read in conjunction with this report in considering the results of our audit.

New Orleans, Louisiana
June 16, 2006




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS

Overview and Analysis of Financial Activities

The Orleans Parish School Board (School Board), as the financial manager of the Orleans Parish
School System, offers the readers of these financial statements an overview and analysis of the financial
activities of the School Board. This overview and analysis is designed to assist the users of these
financial statements in focusing on significant issues, identify significant changes in the School Board’s
financial position both at the government-wide and fund levels, and highlight material changes from the
School Board’s approved budget documents.

Our discussion and analysis of the School Board’s financial performance provide an overview of its
financial activities for the fiscal years ended June 30, 2005 and 2004. This discussion and analysis should
be read in conjunction with the additional information that we have furnished in our letter of transmittal,
which can be found on pages vii through vii, and the financial statements on pages 1 through 74.

Financial Highlights

At June 30, 2005 and 2004, the School Board’s total assets of $321,599,559 and $397,442,539 were less
than total liabilities by $100,444,563 and $63,938,341 respectively.

The overall decrease in total assets for the fiscal year ended June 30, 2005 (fiscal 2005) resulted primarily
from the reduction in taxes receivable, due from Fiduciary Funds, due from other governments and capital
assets.

The overall decrease in net assets of approximately $36.5 million resulted primarily from the following:
(1) expenditures exceeded revenues in Special Revenue by approximately $25 million. The School
District was unable to successfully recover amounts expended on various projects from grant agencies;
(2) an increase of $6.6 million in the liability claims payable due to increased litigation; (3) an increase of
$15.5 million in the liability for compensated absences; (4) an increase in the Debt Service funds resulting
primarily from the excess of property tax revenues over debt service requirements for the General
Obligation bonds; (5) three prior period adjustments which resulted in a $3.6 million increase in net
assets.

Program revenues for fiscal 2005 were $83,942,675 or 16% of total revenue, as compared to
$108,855,756 or 20% for the fiscal year ended June 30, 2004 (fiscal 2004).

General revenues for fiscal 2005 increased by 1.0% from fiscal 2004, due primarily to increases in ad

valorem taxes and Minimum Foundation Revenues offset somewhat by decreases in sales and use taxes
and miscellaneous revenues.
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Using this Comprehensive Annnal Financial Report

The School Board’s Comprehensive Annual Financial Report (CAFR) consists of a series of financial
statements that show information for the School Board as a whole, its funds, and its fiduciary
responsibilities.

Government-wide Financial Statements (pages 1-4) include the Statements of Net Assets (Deficit) and
Activities respectively, provide information about the activities of the School Board as a whole and
present a longer-term view of the School Board’s finances. In summary, the government-wide financial
statements show the results of operations and financial position using the tofal economic resources
measurement focus and the accrual basis of accounting which emphasizes the long-term financial picture
and are very similar to the financial statements of the private sector.

Fund Financial Statements (pages 5-17) present information for three fund categories - governmental,
proprietary and fiduciary. Financial statements for governmental funds tell how we financed our services
in the short-term as well as what remains for future spending. These fund statements provide the reader
with some insights into the School Board’s overall financial health. In short, the fund-level financial
statements show the results of operations and financial position using the cuwrrent financial resources
measurement focus and modified accrual basis of accounting, emphasizing the change in fund balances as
a result of the current year’s operations, as well as the amount of resources available to spend.

Fund financial statements also report the School Board’s operations in more detail than the government-
wide financial statements by providing information about the School Board’s most significant fund(s) -
such as the General Fund, the Improving America’s Schools Act/No Child Left Behind Act Fund, IDEA
and the Capital Projects (General Obligation Bond) Fund. The Governmental Balance Sheet and
Statement of Revenues, Expenditures and Changes in Fund Balances include the major funds as well as
an aggregate of the remaining funds that report peneral government operations. Proprietary Funds -
Internal Service are an accounting device used to accumulate and allocate costs internally among the
School Board’s major functions/funds. The School Board uses internal service funds for certain of its
risk/insurance and print shop costs. Because these services predominantly benefit the governmental
rather than business-type functions they are included within governmental activities in the government-
wide financial statements.

The remaining statements, the Statement of Changes in Fiduciary Net Assets for the Fiduciary Funds and
the Statement of Revenues, Expenses and Changes in Net Assets for the Proprietary Funds, present
financial information about activities for which the School Board acts solely as an agent for the benefit of
students and parents and the financing of services provided by one department to others of the School
Board, respectively.

Other sections include Notes to the Basic Financial Statements (pages 18-47) and certain Required
Supplementary Information (pages 48-52).
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

Using this Comprehensive Annual Financial Report, Continued

Our auditors indicated that they are unable to and do not issue an opinion on the Basic Financial
Statements in their independent auditor’s report, located immediately preceding this Management’s
Discussion and Analysis,

Reporting on School Board as a Whole

The School Board implemented Governmental Accounting Standard Statement No. 34 and related
amendments starting with the fiscal year ended June 30, 2002. Consistent with prior fiscal years the
current year’s statements focus on the Scheol Board as a whole (government-wide) and the major
individual funds. Both perspectives (government-wide and major funds), allow the reader of the financial
statements to address relevant questions and broaden a basis for comparison (year to yeat).

One of the most imporiant guestions asked about the School Board’s finances is, “Is the School Board
better or worse off as a result of the year’s activities?” The Statement of Net Assets (Deficit) and the
Statement of Activities, shown on pages 1-4, report information about the School Board as a whole and
about its activities in a manner that helps to answer this question. These statements include all assets and
liabilities using the accrual basis of accounting similar to the accounting used by private sector
corporations. All of the current year’s revenues and expenses are taken into consideration regardless of
when cash is received and/or paid.

Also, component units are separate legal entities to which the School Board may be obligated to provide
financial assistance and are presented as a separate column in the government-wide and as individual
activities in the accompanying financial statements.

Statements of Net Assets (Deficit) and Activities, report the School Board’s net assets or deficit and
changes in them. The change in net assets (deficit) provides the reader a tool to assist in determining
whether the School Board’s financial health is improving or deteriorating. However, the School Board’s
primary responsibility or mandate is to provide instructional and related services to its student population.
As such, the Statements of Net Assets (Deficit) and Activities for the School Board, report governmental
activities such as instruction, support services, interest on debt and food services. Most of these activities
are financed with taxes (ad valorem, sales and use), Minimum Foundation Program funds (MFP), and
state and federal grants. The reader will need to consider other nonfinancial factors such as property tax
base, current property tax laws, student enrollment growth, and facility conditions in arriving at their
conclusion regarding the overall health of the School Board.

- X1ii -




ORLEANS PARISH SCHOOIL. BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Reporting School Board’s Most Significant Funds
Fund Financial Statements

Our analysis of the School Board’s major funds begins on page 5 of the basic financial statements. The
fund financial statements provide detailed information about the most significant funds - not the School
Board as a whole. Some funds are required to be established by State law and by bond covenants.
However, the School Board has established other funds to help it control and manage for particular
purposes {such as the Child Nutrition) or to show that it is meeting legal responsibilities for using certain
taxes, grants, and other money (such as grants from the Department of Education). The School Board’s
funds (governmental, proprietary and fiduciary) use the following accounting approach:

Governmental Funds - All of the School Board’s services are reported in governmental funds.
Governmental fund reporting focuses on showing how money flows into and out of funds and the
balances left at year-end that are available for spending. They are reported using an accounting
method called modified accrual accounting. The governmental fund statements provide a detail
short-term view of the School Board’s operations and the services it provides. Governmental
fund information helps you determine whether there are more or fewer financial resources that
can be spent in the near future to finance the School Board’s programs. We describe the
relationship (or differences) between governmental activities (reported in the Statement of Net
Assets (Deficit) and the Statement of Activities) and governmental funds through reconciliation
to the basic financial statements on page 12 of the financial statements.

Proprietary Funds - Proprietary funds for the School Board use the accrual basis of accounting,
the same as on the government-wide statements. These funds are used to account for the
financing services provided by the School Board’s departments, (such as health, life insurance,
workers’ compensation, print shop, etc.). The Balance Sheet, Statement of Revennes, Expenses
and Changes in Net Assets and Statement of Cash Flows reports are presented on pages 13-15 of
the basic financial staternents.

Fiduciary Funds - The School Board is the trustee, or fiduciary, for its student activities funds.
All of the School Board’s fiduciary activities are reported in the separate Statements of Fiduciary
Net Assets and Changes in Fiduciary Net Assets on pages 16 and 17 of the basic financial
statements, respectively. We exclude these activities from the School Board’s other financial
statements because the assets cannot be utilized by the School Board to finance its operations.

Infrastructure Assets
The School Board’s capital assets include land, construction-in-progress and exhaustible capital assets

(buildings and improvements, equipment, fumiture and fixtures, transportation, etc.) that are used in
operations.
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALY SIS, CONTINUED

Government-wide Financial Analysis

The School Board’s net assets (deficits) were $(100,444,563) at June 30, 2005 and $(63,938,341) at 2004,
Of these deficits, $(83,198,316) and $(69,435,635) were unrestricted at June 30, 2005 and 2004,
respectively. Restricted net assets are reported separately to show legal constraints from debt covenants,
capital projects and enabling legislation that limit the School Board's ability to use those net assets for
day-to-day operations. As of June 30, 2005 and June 30, 2004, the restricted net assets amounted to
$49,206,038 and $58,494,627 respectively.

The following analysis focuses on the Statement of Net Assets (Deficit) (Table 1) and Statement of
Activities (Table 2) of the School Board’s governmental activities.

TABLE 1
Condensed Comparative Statements of Net Assets (Deficit)
At June 30, 2005 and 2004
Increase Increase
(Decrease)  (Decrease)
Governmental Activities Amount Percent (%)
2005 2004
Current and other assets $ 86,772,841 § 159,469,182 §(72,696,341) (45.59)
Capital assets, net 235227,118 237.873.357 (2,746,239) (1.15)
Total assets 321,999,959 397.442 539 (75.442.580) (18.98)
Current and other liabilities 69,089,308 107,543,628 (38,454,320) (35.76)
Long-term liabilities 353355214 353.837.252 (482.038) (0.19)
Total liabilities 422444522 461.380.880 (38.936,358) (8.44)
Net assets (Deficit):
Invested in capital
assets, net of debt (66,452,285)  {52,997,333) (13,454,952) (25.39)
Restricted 49,206,038 58,494,627 (9,288,58%9) (15.88)
Unrestricted (83.198,316) (69.435.635) (13.762.681) (19.82)
Total net assets
(deficit) § (100444,563) $__(63.938341) $(36.506.222} (37.10)
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Government-Wide Financial Analysis, Continued

At June 30, 2005, the $(100,444,563) net deficit in assets of governmental activities represents the
accumulated results of all past years’ operations. It means that if we had to pay off all of our bills today,
including all of our noncapital liabilities (for example estimated compensated absences and claims), we
would have insufficient unrestricted assets.

Capital assets decreased slightly from June 30, 2004 to June 30, 2005 by a net amount of § 2,746,239,
The primary composition of the net change includes the excess of current year depreciation over
equipment purchased and building renovation. See the notes in the accompanying financial statements
for additional discussion regarding depreciation methods and related accumuiated depreciation.

Long-term liabilities decreased by $482,038, The primary composition of the net change includes a
reduction in bonds payable, offset by an increase in interest payable, compensated absences and claims
payable. See Note 14 in the accompanying financial statements for additional discussion regarding
litigation.

The results of this year’s operations for the School Board as a whole are reported in the Statement of
Activities. Table 2 takes the information from that Statement, rounds off the numbers, and rearranges
them slightly so you can see the School Board’s total revenues and expenses for the fiscal years ended
June 30, 2005 and 2004,

Total revenues for all governmental activities for the two fiscal years ended June 30, 2005 and June 30,
2004 were $519,848,000 and $540,510,000, respectively. Operating grants and contributions declined
from $108,26%,515 in fiscal 2004 to $83,163,345 in fiscal 2005. Ad valorem tax revenues for fiscal year
2005 increased by $7,973,016. The increase in ad valorem tax revenue resulted from an increase in
assessed property valuations. Sales and use tax revenue, on the other hand, declined by $3,199,313.

Government-Wide Financial Analyzis, Continued

The overall increase in costs is due primarily to the School Board’s continued focus on the provisions of
instructional and related support services aimed at academic excellence of its student population.
Specifically, the increase in personnel and related benefit costs, as well as the effect of inflationary
pressures, on other costs in the area of general administration of the School Board’s activities contributed
to the increase in the cost functions previously described.
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ORLEANS PARISH SCHOOL BOARD

MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

TABLE 2

Condensed Comparative Statement of Activities (in thousands)
For the Years Ended June 30, 2005 and 2004

Governmenta] Activities

2005 2004
Revenues
Program Revenues:
Charges for services $ 779 $ 586
Operating grants 83.164 108,269
Total program revenues 83.943 108,855
General Revenues:
Ad valorem taxes 110,867 102,894
Sales taxes 90,054 93,253
Investment earnings 1,129 795
Grants and contributions 218612 216,754
Other general revenues 15,243 17,959
Total general revenues 435.9035 431,655
Total revenues 519.848 540,510

- XVii -

Variance Variance
Increase Increase
(Decrease) {(Decrease)
Amount Percent (%)
$ 193 32.94
(25.105) (23.19)
(24.912) (22.89)
7,973 7.75
(3,199) (3.43)
334 42.01
1,858 0.86
(2.716) (15,12)
4250 0.98
(20.662) (3.82)

{continued)




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Government-wide Financial Analysis, Continued

Functions/Program Expenses

Instruction:
Regular programs

Special education programs
Other instructional programs

Support Services:
Student services

Instructional staff support
General administration

School administration
Business services
Plant services

TABLE 2, Continued
Condensed Comparative Statement of Activities (in thousands)

Governme Activities

2003

2004

$194,806 $186,936

66,739
59,181

34,503
27,902
12,685
25,266
10,158
48,790

Student transportation services 19,415

Central services
Other
Food services
Interest on long-term debt
Other

Total expenses
Change in net assets

Beginning net assets (deficit)

Prior periods adjustments

Beginning net assets (deficit),
as restated

Ending net assets (deficit)

20,320
455
23,723
17,141
0

561.084

(41.236)

(63,939)
4,730

(59,209

62,667
68,859

33,016
17,740
10,367
24,388
13,809
43,864
19,878
17,276
0
25,798
17,866
1,232

548.696

(8,186)

(59,494)
3,742

(55.752)

30100445)  $(63.938)
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For the Years Ended June 30, 2005 and 2004

Variance
Increase
{Decrease)

Amount

7,870
4,072
(9,678)

1,487
10,162
2,318
878
(3,651)
(74)
(463)
3,044
455
(2.075)
(725)
(1.232)

12,388

(33.050)

(4,445)
988

3.457)
$.036507)

Variance
Increase
{Decrease)
Percent (%)

421
6.50
(14.05)

4.50
57.28
22.36
3.60
(26.44)
(15)
2.33)
17.62

n/a

(8.09)
(4.06)
(100.00)

226
403.74

(7.47)
26.40

(6.20)
[KYAL)]




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Government-wide Financial Analysis, Continued

As reported in the Statement of Activities, the total costs of all of our governmental activities for the two
fiscal years ended June 30, 2005 and 2004 were $561,083,754 and $ 548,696,073, respectively. Some of
the costs were paid by those who benefited from the programs or by other governments and organizations
who subsidized certain programs with grants and contributions of $83,163,345 for 2005 and
$108,269,515 for 2004. We paid for the remaining “public benefit” portion of our governmental activities
with revenues from sales and ad valorem taxes of $200,920,491 for 2005 and $196,146,788 for 2004,
Additionally, $218,612,049 for 2005 and $216,754,244 for 2004 in State MFP funds as well as other
revenues including interest and State revenue sharing paid for the remaining public benefit.

Also, the Statement of Activities for the School Board shows the cost of program services and the
charges for services, grants and contributions offsetting those services. Table 3 below reflects the cost of
program services and the net costs of those services afier taking into account the program revenues for the
governmental activities, general revenues (including tax revenue) investment earnings and unrestricted
State entitlements used to support the net costs of the School Board’s programs.

TABLE 3 .
Comparative Governmental Activities (in thousands)
For the Years Ended June 30,
2005 2004
Total Cost Net Cost Total Cost Net Cost
of Services of Services of Services of Services
Regular instruction programs $194,806 $172,061 $186,936 $155,488
Special instruction programs 66,739 58,685 62,667 51,819
Other education programs 59,181 51,980 68,859 56,771
Student services 34,503 30,299 33,016 27,471
Instructional staff support 27,902 24,509 17,740 14,634
General adminisiration 12,685 11,165 10,367 8,596
- School administration services 25,266 22,332 24,388 20,324
Central services 20,320 17,843 17,276 14,238
Business services 10,158 8,933 13,809 11,400
Student transportation services 19,415 17,155 19,878 16,523
Plant services 48,790 42,841 48,864 40,273
Other 455 455 1,232 1,232
Food services 23,723 1,742 25,798 3,205
Interest on long-term debt 17.141 17.141 17.866 17.866
Totals $361.084 $477,141 $348.696 $439.840

Overall, the net cost of services in fiscal 2005 increased by approximately 8.5%. There were marked
increases in the categories of regular and special instruction programs, student services, and instructional
staff support while the areas of other educational programs, business services and interest on long-term
debt decreased. Major reasons for the variances may be attributed to emphasis on different academic
programs, management staffing and a reduction in operating grants and contributions.
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

School Board’s Funds

The School Board uses funds to help it control and manage money for particular purposes. Looking at
funds helps you consider whether the School Board is being accountable for the resources taxpayers and
others provide to it. It may also give you more insight into the School Board’s overall financial health.

Revenues for governmental funds totaled $519,847,658 for fiscal 2005, which represented a decrease of
$20,662,834 from fiscal 2004 revenues of $540,510,492. Expenditures for governmental funds totaled
$548,399,162 for fiscal year 2005, which represented a decrease of $8,919,939 from fiscal year revenues
of $557,319,101.

The School Board’s governmental funds reported a combined fund balance of $47,292,236 for fiscal 2005
and $79,528,113 for fiscal 2004. The decrease in fund balance of $28,551,504 from fiscal 2004, results
from a deficiency in revenues over expenses and other financing sources and uses coupled with a prior
period adjustment in the amount of $3,684,373 to correct an overstatement of sales tax revenue.

Other significant changes in governmental funds follow:

General Fund

Reassessment of property values for ad valorem taxes resulted in an increase in property assessments in
2005. The increased assessments and aggressive collection effort of the taxes by the City of New Orleans
in 2005 resulted in an increase in ad valorem tax revenue by approximately $8.0 million.

Special Revenue Funds

Revenues for IASA/NCLB totaled $39,006,621 for fiscal 2005, while expenditures totaled $60,753,781.
The General Fund subsidized the excess expenditures for IASA/NCLB. Revenues for [DEA totaled
$11,219,129 for fiscal 2005 while expenditures totaled $11,250,6%1.

Capital Projects (General Obligation Bonds) and Other Capital Projects Funds

For Capital Projects funded by the General Obligation bond, capital outlays in connection with
renovations and repairs to capital assets amounted to $3,480,019. Overall, expenditures for all of the
School Board’s Capital Projects Funds in fiscal 2005 totaled $6,890,693.

General Fund Budget Information

Over the course of the year, the School Board revises its budget as it attempts to deal with unexpected
changes in revenues and expenditures.




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Capital Asset and Debt Administration
Capital Assets
At June 30, 2005 and 2004, the School Board had invested in a broad range of capital assets, including

land, buildings and improvements, fumitore and equipment, transportation equipment, and construction-
in-progress.

A comparative analysis of capital assets follows:

Governmental Activities

------ June 30, —--—mnemmeaee

2005 2004
Land $ 29,540,926 $ 20,540,926
Buildings and improvements 474,313,624 474,247,849
Furniture and equipment 45,210,679 43,275,913
Transportation equipment 13,246,078 13,246,078
Construction-in-progress 23,711,023 19.086.204
Totals $586.022.330 $329.396.970

See Notes 2H and 6 in the accompanying Notes to Financial Statements, for additional information
regarding capitalization and depreciation policies and changes in capital assets for fiscal 2005,

Debt

Obligations include bonds, notes payable, capitalized leases and other long-term obligations including
accrued vacation and sick leave pay. We present more detailed information about our long-term liabilities
in Note 9 in the notes to the accompanying financial statements.

Pursuant to the requirements of LSA-R.S. 39:562, the School Board is legally restricted from incurring
long-term bonded debt in excess of 35% of the assessed value of the taxable property (including
homestead exempt and non-exempt property) within the Parish of Orleans. At June 30, 2005 and 2004
the statutory debt limit for general obligation bonds as $748,517,040 and $911,613,485, respectively with
a net legal debt margin of $569,575,508 in fiscal 2005 and $780,423,197 in fiscal 2004.

Economic Factors and Next Year’s Budgets and Rates

Expenses and expenditures are expected to decrease in order provide the School Board with improved
cash flow and to reduce the deficit in the fund balance.
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT"S DISCUSSION AND ANALYSIS, CONTINUED

Contacting the School Board’s Financial Management

Our financial report is designed to provide our citizens, taxpayers, parents, students, and investors and
creditors with a general overview of the School Board’s finances and to show the School Board’s
accountability for the money it receives. If you have questions about this report or wish to request
additional financial information, contact Mr. Tim Russell, Controller, telephone number (504) 304-5680
or Ms. Thelma French, Administrator of the Office of Government and Community Relations, telephone
number (504) 304-5680, at Orleans Parish Schocl Board, 401 Nashville Avenue, New Orleans,
Louisiana 70115.
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QRLEANS PARISH SCHOOL BOARD

New Orl Louisi
ATEMENT ET A E
JUNE 30, 2005
ASSETS
Primary Government Component Units
Cash and cash equivalents H 38,894,485 ] 2,301,931
Investments 428,644 -
Taxes Receivable:
Sales tax 2,439,478 -
Ad valorem taxes 15,895,320 -
Due from Fiduciary Funds 38,703 -
Due from other governments 21,097378 -
Prepaid items 3,233,221 61,413
Inventory 1,281,042 -
Other receivables 3,464,570 72,173
Capital assets
Land ' ‘ 29,540,926 -
Capital assets, net of accumulated depreciation 205,686,192 1,131,290
TOTAL ASSETS 5 321,999,959 - 3,566,807
LIABILITIES AND NET ASSETS (DEFICIT)
LIABILITIES
Accounis payable $ 10,050,884 H 317,105
Payroll withholdings 13,496,604 -
Salaries payable 5271 512 192,755
Other payables 9,455,443 61,002
Acerued interen paynble 4,733,074 -
Due to other governments 336,462 -
Deferred revenues B69,500 .
Long-term liabilities
Bonds, notes and capitalized leases due within one year 21,582,232 507,591
Bonds, notes and capitalized leases due in more than one year 250,353 668 -
Interest payable 25,000,430 -
Compensated absences duc within one year 3,293,497 -
Compensated absences due in more than one year 23,950,192 N
Claims payable £4,040,924 -
TOTAL LIABILITIES b 422 444 522 b 1,078,453

{continued)




NET ASSETS

Invested in capital assets, net of related debt
Restricted for;

School Food Service

Debt Service

Capital Projects
Unrestricted

TOTAL NET ASSETS (DEFICIT)

The accompanying nofes are an integral part of this statement.

Primary Government Component Units
5 (66,452,285) ¢ 1,123,699
721,661 -
32,819,706 -
15,664,671 400,000
(83,198,316) 964,655
s (100,444,363) § 2488354
{concluded)



Functions/Programs
FPrimary Govermment:
Instruction:
Regular gducation programs
Special education programs
Other education programs
Support Services:
Student services
Instructional staff support
General administration services
School administration services
Business services
Student ransportation services
Central services
Plant services
Other
Food services
Interest on long-term debt
Total Primaty Government

Component Units

New Orteans Charter Middle
School

James M. Singleton Charter
Middle School

Total Component Units

ORLEANS FPA SCHOOL BOARD
W uisi
TAT] NT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005
Program Revenues Net (Expense) Rev:ns:;s and Changes in Net
Cherges for Operating Grants Primary Component
Expenses Services and Contributions Govemnment Units
194806464  § - § 22745913 §  (172,060,551) % -
66,739,302 - 3,054,776 (58,684.526) -
59,180,964 - 7,200,815 {51,980,149) -
34,502,987 - 4,204,370 (30,298,617) i
27901552 - 3,202,302 (24,509 250) -
12,684.929 - 1,519,840 {11,165,089) -
25265587 2,933,677 (22,331,910} -
16,157,784 - 1,224,310 (3.9234M) -
19415241 - 2,260,457 (17,154,784) -
20,320,371 - 2477518 (17,842,253) -
48,790355 - 5,948,661 (42,841,6%4) -
454 438 - - (454,.438) -
23722467 779,330 21,200,706 {1,742,431) -
17,141,313 - - (17.141,313) -
561,083,754 779,330 83,163,345 (477,141,079 .
2,084,845 - - - (2,084,845)
2,203,053 - - - {2,203,053)
4,287,808 - - - (4,287,898)
(continued)

The accompanying notes are an integral part of this statement,




ORLEAN RISH Q0L BOARD
New O Louisi
STATEMENT OF ACTIVITIES - continued
FOR THE YEAR ENDED JUNE 30, 2005

Net (Expense) Revenue and Changes in Net

Agstts
Primary Component
Government Units

Net Expenses [rom previous page 3 (477041079 ¥ (4,287,898}
General revenues
Taxes:

Ad valorem (property) taxes 110,866,811 -

Sales and use taxes 90,053,680 -

State revenue shanng 2,850,361 -
Granty and contributions not restrictad 1o specific purposes:

Minimusm Foundstion Program 218,612,049 .

Orleans Pasish School Board - 4,088,700
Interest and investment eamings 1,129.215 44 670
Miscellaneous 12,392,869 33,167

Total general revenues 435,904,985 4,167,537

Change in net assets (41,236,094) (120,361)
Net assets {deficit} - June 30, 2004, as previously

repored (63,938,341) 2,608,715
Prior period adjustments (note 3) 4,729,872 .
Net assets {deficit) - June 30, 2004, as restated (59,208 ,459) 2608715
Net assets {deficit) - June 30, 2005 $  (100,444,553)




ASSETS
Cash and cash equivaleats
Investments
Texes Receivable:
Sales mx
Ad valorem taxes
Dus from other funds
Due from other govemmenty
Prepaid items
Ewventory
Other recaivabies

TOTAL ASSETS

Liabifitses:
Accounts payable
Payroll withholdings
Salarics payable
Other payables
Due 1o other finds
Due to other governments
Deferred revepoes

TOTAL LIABILITIES

Fund balances;

Ragerved for:
Inventory
Debt service
Prepaid items
Capital items

Unreserved, reported in:
General Fund - Undesignated
Special Revenue Fund

TOTAL FUND BALANCES (DEFICIT)
TOTAL LIABILITIES AND
FUND BALANCES

The sccompanying ootes are an integral part of this satement.

General

IASA/NCLD

IDEA

Capital
Projects (GO Baads)

s 19,880,474

2,439,478
15,895,320
1,036,247
1,264,192
559,381
1,127,689

9,516,918

7,030,562

s 14,995,775

5 42,206,781

s 9,516,918

7,030,562

¥ 14,995,775

H TAS1A55
13,496,604
4,001,554

2,693,166
16,599,039

6,000 |

s 1,391,443
510,322
2,115,153

33,013

185,210
6,701,993
109,341

$ 34,097

54,793

44,243,838

9.516,918

7.030,562

131,390

559.38]

§,268,152

(3.868,390)

14,836,385

(2,041,057

14,856,385

5 42,206,731

3 9.516,91%

7,030,562

H 14,995,775

{continued)




Other

Governmental Total

3,896,677 38,712,926
428,544 428,644

- 2439478

- 15,895,320
29,930,388 29,939,388
3511651 210973718
- 1,268,192

721,661 1,281,042
481 549 1.613,238
38,985,570 112,735,606
793,569 10,253,577

- 13,456,604

481,087 5,233,966

- 2,693,166

2,143,788 32,559,993
221,121 336,462
269,600 859,600
4,509,162 £5,443370
T21,661 1,281,042
32,815,706 2819706
- 1,268,152

807,786 15,664,671
. (3,868,590)

127,255 127,255
34,476,408 47,292,215
38,985,570 112,735,606

{contiuded)




New Orleans, Louisiana
F THE VERN B.
TO THE STATEMENT OF NET ASSETS
JUNE 38, 2005
Total Fund Balances at June 30, 2005 - Govemnmental Funds $ 47292236
Cast of capital assets at June 30, 2005 § 586,022,330
Less; Accumulated depreciation as of June 30, 2005

Buildings (307,194,175)

Movable propety (43,601,037} 235227118
Consolidation of Internal Service Funds 100
Loung-term Labilities at June 30, 2005

Bonds payable (253,398,732)

Capital lcases (10,305,647

Notes payable {8.241,521)

Interest payabie (29,733,504}

Claims pryable (54,040,924}

Compensated shsences payable {27,243,689) (382,964,01T)

Total net assets {deficit) at June 30, 2005 - govemmental activities s !100,444,563;

The accompanying notes are an int=gral part of this statement.




New QOrleans, Lousians
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES. EXPENDITURES AND CHANGES JN FUND BALANCES
June 30, 2005
General IASA/NCLB IDEA
BEVENVES
Lacal sources:
Ad valorem taxes s 95,086,833 - -
Sales and use 1ax 90,053,680 - -
Enmnings on investments 583283 - -
Food services - - -
Other 9411487 1,196,112 -
State and federal sourees: -
Minimom Foundstion Program 217,731,249 . .
Other 5976975 . -
Federal sources 878,242 37,810,509 11,219,129
TOTAL REVENUES 419,721,759 39,006,621 11,219,129
EXFENDITURES
Cumrent:
Instruction:
Regular programs 165,776,902 5,610,974 6052
Special programs 53,973,784 67 8,576,600
Otber programs 7.104,077 43,319,086 (62,552)
Support:
Student services 31,991 866 493 437 226,722
Instructiona! staff support 12,493,798 10,830,238 2,476,252
General administration 11,867,613 - -
School administation 22,885,728 13,304 -
Business services 9,401 343 158,635 .
Student transporistion services 17,033,283 106,638 22,060
Central services 19,227,657 10,98% -
Plent services 45,288,702 154,944 1,368
Food services 130,967 - .
Capital outlay 630,225 - -
Other 39,660 55,489 4185
{continued)




Capital Other
Projects (GO Bonds) Governmental Total
- 15,779,978 110,866,811
- - 90,053,680
445,164 100,767 1,129.214
. 779330 779,330
- 1,785,260 12,392,369
- 830,800 212,612,049
. 3,662,202 9,619,177
- 26,466,648 76,374,528
445,164 40,454 925 519,847,658
- 6,216,556 177,610,584
- 44 955 62,895,406
- 5,366,617 56,227,288
. 117,632 32 879657
- 688,370 26,488,658
R - 11,867,615
- 8.469 22907498
- - 9,559,978
. 488,727 17,650,689
. 106,957 19,345,602
- 4,865 46,449,880
- 22,582,999 22,713,966
3,480,019 2,780,449 6,890,693
120 20,125 119,583
(continued)



TATE

EXPENDITURES. continucd
Debt Service:
Principal retiremnent
Interest and bank chargss
Bond igsuance cost

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
TOTAL OTHER FINANCING
SOURCES (USES)

EXCESS OF REVENUES AND
OTHER FINANCING SOURCES
OVER EXPENDITURES AND
OTHER USES

PRIOR PERIOD ADJUSTMENT

FUND BALANCES, JUNE 30, 2004

FUND BALANCES, JUNE 30, 2005

-10-

AR H BOAR
New Lousia:
GOYERNMENTAL FUNDS
Jupe 30, 2005
General JASA/NCLB IDEA
$ 715,342 - -
355,370 . -
399,916,517 50,753,780 11,250,681
19,805,242 (21,747,159 . (31,562)
28,309,259 21,770,444 33,146
(46,501,165) (23,285) (1,584)
(18,281,906) 21,747,159 31,562
1,523,336 - -
{3.684,373}) - -
119,980 - .
H (2,041,05T) - -
{continued)



Capital Other

Projects (GO Bonds) Governmental Total

- 5 19,045,000 $ 19,760,342

- 14,577,403 14,932,973

- 148,750 148,750

3,480,139 72,998,035 548,190,162
(3,034,975} (23,543,050) (28,551,504)

- 25,087,045 75,199,894
(8,524,1289) (20,053,671) (75,199,894)

18,524,189) 5,027,374 .
{11,559,164) {18,515,676) {28,551 ,504)
- - (3,684,373)
26,416,049 52,952,084 79,528,113
s 14,856,885 s 34,476,408 5 47,252,236
{concluded)

The accompanying notes are an integral part of this statement.
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ORLEANS PARISH SCHOOL BOARD

New Orleans, Lousiana

RECONCILIATION OF THE GOVERNMENTAL FUNDS .
STAYEMENT OF REVENUES, EXPENDITURES, AND
HAN NC TEMENT OF TVITIES
El E It} 30, 2005

Excess of Revenues and Other Financing Sources

over Expenditures and Other Uses - Total Governmental Funds

Capital Assets:
Capital outlay and other expenditures capitalized $ 4,630,554
Depreciation expense for year ended June 30, 2005 {12,562,242)

Assets deleted in the year ended June 30, 2005

Change in net assels of intemal service funds

Long Term Debt:
Principal portion of debt service payments 19,760,342
Excess of imerest paid over interest accrued 608,650
Accretion of interest on compound interest refunding bond (2,807,030)
Increase in estimate of long term claims payable (6,656,760)
Excess of compensated absences earned over amounts used (15,522,078)
Other increzses (70,680)

S (28,551,504

(7.871,648)

(115,426)

{4,697,51€)

Change in Net Assets (Deficit) - Governmenta] Activities

The accompanying notes are an integral part of thig statement.

w12 -

$ (41,236,008




AL SFERVICE

OR H SCH
New QOrleans. Loujsiana
PROPRIE FUNDS - INT
BALANCE SHEET

ASSETS
Cash and cash equivalents
Other receivables
Due from other funds
Prepaid insnrance

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Liabilities:
Accounts payahle
Wages payable
Due to other funds
Claims payable

TOTAL LIABILITIES

Net Assets:
Unrestricted

TOTAL LIABILITIES AND
NET ASSETS

‘The accompanying hotes are an integral part of this statement.

JUNE 30,2005
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121,559

1,851,332
6,336,321

1,965,029

10,274,241

(202,693)
31,545
3,677,012
6,762.277

10,274,141

H

10,274,241




ORLEANS PARISH SCHOOL, ROARD
Mew Orlenig, Lamisiimgn,
FROPROTTAIRY FURNDS - INTERMANL SERVICTE
STATIMENT OF REVENUES, EXPENSES AND CHANGES N NET ASSETS
TISCAL WIEAR JERIDED JIRIE 30, AR08

NG RIEYITRIES

Employer contdbuiions 3 20,575,248
Employes sontrilbutions 11,533,372

Diber misccllancvs feveine 18,001.809
TOTAL OPERATING REVENUES 60,622,438

JETERATITNG TGRS,

Premmium paymemts 57049609

Oither cpenses 3,688,256
TOTAL CPERATING EXFENSES 60,737,885
NET OPERATING LOSS {115,426)
Tronsfers out
Trengfers -
CHANGE ¥ WET ASSETS {115,4263

NET ASSETS, AL JURTE 30, 2004 115,526
HET ASSEMS, AT JURIE 30, 2005 8 183

The cecompanying netes are en integml part of this statement.
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ORILIEANS PARISH SCHOOL BOARD
New Orlenns, lLonisan
FROPRIETARY FINDS - INTERNAL SERVICE
STATERMIZNT OF CASH FTOWS

FISCAL YRAR NI NN 38, 2005
CASH FLOWS FROM OPERATIRG A L
Cash premivens received g 56,657,055
Cash paid in elaims and benefits (57,623,535)
NET CASH USED 1Y
OPERATING ACTIVITIES (965,780)
NET DECREASE T CASH (546,780
Cosh 20 heglaning of 1,088,339
Cash o8 end of year 8 131,558
_———

Reeoneiintion of onerdineg e (m met eosll uged) fn
oReFfing oelivitics

Operniing Loss 8 {015,425)
Adjustmments to reepncile opemting loss (o
net easl ussd in eperating activitfes:
Clismges in:
Oher reseivables 1,518,085
D from ather fards 56,197,585
Prepaid insvsance 51,132
Awenunls payaiie {1.582,048)
Wages payable B4532
Bue o adber foads {56.876,708)
Clatms payablefsii-inarsd losses payable 1,538,668
WET CASH USED ¥
QPEMTM mm &

The sccempanying nolss are am intsgral pant of this statement.
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ORIFARNS JPARISH SCHDL BOARD
New Meleans, Leuicsiomns
TN Ik
STATEMERT OF FIDUCTIARY NET ASSRTS

JITNE 30, 2603

Tt Ageney
Furds Fonds
ASSETS
Cody and eash equivaizns 5 168,622 3 4,979,172
Tavegtmients 156,668 -
Otfoar seseivables 13,903 28,693
TOTAL ASSETS 340,593 8 5,007,864
)
LIARILOTES.
Arezounts payable @ 4,700 § 299439
Bue te ader famds 58,703 -
Due to stndkeat gioups 4 TOR425
Dieposits payable 38,394 -
TOTAL LIABILITIES £2,798 153 3,007,864
==————————0
NI ASSETS
Held in tust for various purposes $ 257,798
=

The neesmpanying neies ave on itegml poet of (iis statement.

-1 -




Nz Orlen fafams

EIDUCTARY FIRNDS

ADDITIONY
Tnvesiment carmlngs:
Iferest

IEINE
Administafive expenses

Chemges in nel sseels

et assers - begmilng

Wt gezels - ending

The secompanyling astes ane cn integral per F this stelement.

=17

Trsg
Fumds
8 6,053
10,877
14,8243
263,619
3 257,795
e
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

GENERAL INFORMATION

The Orleans Parish School Board (School Board) is 2 corporate body created under Louisiana Revised Statutes 17:51 and
17:12]1. A board consisting of seven members (the Board) elected from legally established districts is charged with the
management and operation of the school system.

The school system is composed of a central office, 125 schools and support facilities. Student enrollment as of October 2004
was 62,655. The School Board employs approximately 7,900 persons, approximately 5,200 of whom are directly involved in
the instructional process. The remainder provides ancillary support such as general administration, repair and maintenance,
business and central services, bus transportation and food service. The regular school term begins in mid Aupust and runs
through early June.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The School Board complies with generally accepted accounting principles (GAAP). The School Board's reporting entity applies
all relevant Governmental Accounting Standards Board (GASB) pronouncements. Proprietary funds apply Financial
Accounting Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB
prevails.

This financial report has been prepared in conformity with GASB Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis - for State and Local Governments, issued in June 1999. The following is a summary of
the School Board's significant accounting poticies:

A.  Financial in i

GASB Statement No. 14 establishes criteria for determining the governmental reporting entity and component upits that
should be included within the reporting entity. Under provisions of this Statement, the School Board is considered a
primary government, since it is a special purpose government that has a separately elected governing body, is legally
separate, and is fiscally independent of other state or local governments. As used in GASB Statement No. 14, fiscally
independent means that the School Board may, without the approval or consent of another governmental entity, determine
or modify its own budget, levy its own taxes or set rates or charges, and issue bonded debt. The School Board also has
two component units, defined by GASB Statement No. 14 as other legally separate organizations for which the elected
School Board members are financially accountable. As of the audit date, the two component units have not beer audited.
There are no other primary governments with which the School Board has a significant relationship. Certain units of
Jocal government over which the School Board exercises no authority, such as the City-Parish government and other
independently elected officials, are excluded from the accompanying financial statements. These units of government are
considered separzte from those of the Parish School Board. The School Board is not 2 component unit of any other
entity, but does have component units which require inclusion in the general purpose financial statements as follows:

Education Trust Fund District — Governed by the School Board, it has no assets; therefore, inclusion as a component unit
is not considered necessary,

New Orleans Charter Middle Schoo) - This school was started in August 1998 using the facilities of the former James
Lewis Extension School. Operating with approximately 360 students, this school is chartered through the School Board
and is operated by a nonprofit entity, Middle Schoot Advocates, Inc. For reporting purposes, as a nonmajor component
unit it has been aggregated with other nonmajor component units. New Orleans Charter Middle School is included in the
reporting entity because it is fiscally dependent on the School Board. The component unit also has a Yune 30 year-end.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. (continued)

A

Financial Reporting Entity

Complete financial statements for the New Orleans Charter Middle School can be obtained by writing the Middle School
Advocates, Inc., 2319 Valence St., New Orleans, LA 70115 or by telephoning (504) 896-4086.

James M. Singleton Charter Middle School (IMSCMS) - This school was started in April 1999 as an independent public
school funded by the State of Louisiana Board of Elementary and Secondary Education and the Orleans Parish School

Board. Operating with approximatety 350 students, the TMSCMS is sponsored by the Dryades Young Men’s Christian
Association. The IMSCMS is included in the reporting entity because it is fiscally dependent on the School Board. The
component unit also has a June 30 year-end. For reporting purposes, as a nonmajor component unit, it has been
aggregated with other nonmajor component units. Complete financial statements for the IMSCMS can be obtained by
writing the James M., Singleton Charter Middle School, 2220 Oretha Castle Haley Blvd., New Orleans, LA 70113 or by
telephoning (504) 522-8811.

Due to the damage suffered at each school as a result of Hurricane Katrina, the Louisiana Legislative Auditor granted an
extension of time for the submission of the audited financial statemems of each component unit. As a result, only
compiled financial information will be presented for the year ended June 30, 2005.

Basis of Presentation

The School Board’s Basic Financial Statemenis consist of the government-wide statements on all of the non-fiduciary
activities and the fund financial statements (individual major fund and combined nonmajor fund). The statemnents are
prepared in accordance with accounting principles generally accepted in the United States of America, as applied to
govemmental units. Private sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide financial statements and the proprietary fund financial statements to
the extent that those standards do not conflict with or contradict guidance of the GASB. Governments also have the
option of following subsequent private-sector guidance for their proprietary funds, subject to the same limitation. The
School Board has elected not to follow subsequent private-sector guidance.

vern ~Wi i i atements

The government-wide financial statements include the statemnent of net assets and the statement of activities for all non-
fiduciary activities. As a general rule, the effect of interfund activity has been removed from these statements.
Exceptions to the general rule are advances between fiduciary funds and the various functions of the School Board. The
government-wide presentation focuses primarily on the sustainability of the School Board as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period.

All programs of the School Board are considered Governmental Activities which normally are supported by taxes and
intergovernmental revenues.

The internal service funds provide services to the governmental funds. Accordingly, the internal service funds activities

were rolled up into the governmental activities in the GWFS. Pursvant to GASB Statement No. 34, the internal activities
have been eliminated in order to avoid the “grossing-up” effect of a straight inclusion.
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ORLEANS PARISH SCHOOL BOARD
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Notes to Basic Financial Statements

June 30, 2005

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

The Statement of Activities demonstrates the degree to which the direct expenses of a given function are offset by program
revenues. Program revenues included in the Statement of Activities are derived from parties outside the School Board’s

taxpayers or citizenry, as a whole; program revenues reduce the cost of the function to be financed from the Schoo!l
Board’s general revenues.

Basis of Presentatipn

The School Board reports all direct expenses by function in the Statement of Activities. Direct expenses are those that
are clearly identifiable with a function. Indirect expenses of other functions are not allocated to those functions but are
reported separately in the Statement of Activities. Depreciation expense, which can be specifically identified by function,
is included in the direct expenses of each function. Interest on general long-term debt is considered an indirect expense
and is reported separately on the Statement of Activities.

Fu inancial Statemen FS

The fund financial statements are very similar to the traditional government fund statements as presented by governments
priar to the issuance of GASB Statement No. 34. Emphasis is now on the major funds in either the governmental or
business-type categories, Nonmajor funds (by category) or fund type are summarized into a single column.

The daily accounts and operations of the School Board continue to be organized on the basis of funds and account
groups, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, equity, revenues, and expenditures or expenses,
as appropriate. Government resources are allocated to and accounted for in individual funds based upon the purpose for
which they are to be spent and the means by which spending activities are controlled.

The funds of the School Board are classified into three broad categories: Governmental, Proprietary and Fiduciary.

vernmental Fu es:

General Fund - The General Fund is the primary operating fund of the School Board. It is used to account for all

financial resources except those required to be accounted for in another fund. The General Fund is reported as a major
fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue sources (other
than major capital projects) that are legally restricted to expenditures for specific purposes. These funds account for the
revenues and expenditures related to Federal, state and local grant and entitlement programs for various educational
objectives and child nutrition services.

The Improving America’s Schools Act/No Child Left Behind Act (IASA/NCLB) Fund is considered a major fund. The
Improving America’s Schools Act of 1994 (IASA) amended the Elementary and Secondary Education Act of 1965
(ESEA). The No Child Left Behind Act of 2001 (NCLB), signed on Janvary 8, 2002, reauthorizes the ESEA and
supercedes JASA. NCLB includes increased accountability for States, school districts, and schools; greater choice for
parents and students, particularly those attending low-performing schools; more flexibility for States and iocal educational
agencies in the use of Federal education doliars; and a stronger emphasis on reading, especially for our youngest children.
NCLB reflects a consensus on how te improve the performance of America’s elementary and secondary schools while at
the same time ensuring that no child is trapped in a failing school.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continaed)

B. Basis of Presentation

NCLB combined the Eisenhower Professional Development and Class Size Reduction programs into a new Improving
Teacher Quality State Grants program that focuses on using practices grounded in scientifically based research to prepare,
train, and recruit high-quality teachers.

IASA/NCLB funds administered by the School Board include grants for the following programs:

Title I Grants to Local Educational Agencies
Migrant Education — Basic State Grant Program
Comprehensive School Reform

Improving Teacher Quality State Grants (NCLB Title IT)
English Language Acquisition

Safe and Drug-Free Schools and Communities
Innovative Education Programs Strategies
Education of Homeless Children and Youth
Smatler Learning Communities

Foreign Language Assistance

Advanced Placement Fee Payment Program
Reading First State Grants

Educational Technology State Grants

Title IV, Part B After School Leaming Centers

The Individuals With Disabilities Education Act (IDEA) Fund is considered a major fund. The Individuals With
Disabilities Education Act was enacted in 1975 and is the nation’s special education law. IDEA provides billions of
dollars in federal funding to assist states in providing educational opportunities for students with various degrees of
disability. In exchange for federal funding IDEA requires states to provide a free appropriate public education.

Debt Service Funds - Debt Service Funds, established to meet requirements of bond ordinances and other long-term
borrowing are used to account for the accumulation of resources for, and the payment of, general long-term debt
principal, interest and related costs and sorne capitalized leases. A separate Debt Service Fund is maintained for each
similar bond issue type (e. g., General Obligation Bonds, EPA Loans) or each refunding, unique issue, or long-term loan
currently outstanding. No debt service funds are considered major funds,

Capital Projects Funds - Capital Projects Funds are used to account for the receipt and disbursement of the proceeds of

general bond issues and other special or designated revenues used for the acquisition or construction of major capital
facilities, renovations and major repairs (other than General Fund capital outlays, and Special Revenue Fund capital
outlays).

The Capital Projects #2 Fund is considered a major fund. Capital Projects Fund #2 includes projects funded from the

$175 million Bond Issue Referendum, approved by voters on July 15, 1995. These funds are used to upgrade facilities to
meet health and safety codes and to correct critical structural problems.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

2. SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES, (continued)

B.Basis of Presentation

Proprietary Fund Type:

Internal Service Funds - Internal Service Funds are used to account for the financing of services provided by one
department or agency to other departments or agencies of the governmental unit, or to other governmental units, on a
cost-reimbursement basis. The Health Insurance Fund, Life, Dental and Optical Insurance Funds, Workers®
Compensation Insurance Fund, Other Insurance Fund and Print Shop Fund are reported as Internal Service Funds.

Fiduciary Fund Types:

Agency Funds - Agency Funds are used to account for assets held by the School Board as an agent for individuals, private
organizations or other governmental units and/or other funds. The School Board has two Agency Funds. One agency
fund is used to account for those monies collected by pupils and school personnel for school and school-related purposes.
The other agency fund was maintained to deposit monies withheld from the payroll of nine-month employees who elected
to be paid on a twelve-month basis.

Trust Funds — Trust Funds are created to account for cash, investments and other resources contributed by various
individuals to the School Board to be expended for purposes for which the trusts were established.

In accordance with GASB, the Fiduciary Funds information is presented separately within this report and is not included
in the Government-Wide Financial Staternents or Fund Financial Statements,

C.  Basis of Accounting/Measurement Focus
Government-Wide Financia] Statements (GWFS)

The GWFS are prepared using the economic resources measurement focus and the accrual basis of accounting,
Revenues, expenses, gains, losses, assets and liabilities resulting from exchange or exchange-like transactions are
recognized when the exchange occurs {regardless of when cash is received or disbursed). Revenues, expenses, gains,
losses, assets and liabilities resulting from non-exchange transactions are recognized in accordance with the requirements
of GASB Statement No. 33, Accounting and Financial Reporting for Non-exchange Transactions,

Fund Financial Statements (FFS)

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All
Governmental Funds are accounted for using a current financial resources measurement focus. With this measurement
focus, only current assets and current liabilities generally are included on the balance sheet. Operating statements of
these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other
financing vses) in net current assets.

The Proprietary Fund and Fiduciary Fund types are accounted for on a flow of economic resources measurement focus.
With this measurement focus, all assets and all liabilities associated with the operation of these funds are included on the
belance sheet. The Proprietary Fund type's operating statement presents increases (e.g., revenues) and decreases (e.g.,
expenses) in net total assets.
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Notes to Basic Financial Statements

June 30, 2005

2. SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES, (continued)

C.

is 0 unting/Measurement Focus

The Governmental Fund type is accounted for on the modified accrual basis of accounting. The following paragraphs
describe the revenue recognition practices under that basis.

Revenues

Governmental fund revenues resulting from exchange transactions are recognized in the fiscal year in which the exchange
takes place and meets the government’s availability criteria (susceptible to accrual). Available means that the resources
will be coltected within the current fiscal year or are expected to be collected soon enough thereafter to be used to pay
liabilities of the current fiscal year, Charges for services, fines and forfeits, and most governmental miscellaneous
revenues, including investment earnings are recorded as eamed since they are measurable and available. The School
Board’s definition of available means expected to be received within sixty days of the end of the fiscal year for property
taxes and generally the next twelve months for other revenues. Revenues not considered available are recorded as
deferred revenues.

Non-exchange transactions, in which the School Board receives value without directly giving value in return, include
sales tax, property tax, special assessments, grants, entitlements, and donations. Property taxes are considered
measurable in the calendar year of the tax levy if collected soon enough to meet the availability criteria. Sales taxes are
considered “measurable” when the underlying transaction occurs and meets the availability criteria. Anticipated refunds
of such taxes are recorded as fund liabilities and reductions of revenue when they are measurable and valid. Special
Assessments are recognized as revenues only to the extent that individual installments are considered current assets in the
governmental fund types. Revenue from grants, entitiements and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which specify the year
when the resources can be used.

Expenditures

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is
incurred. Costs of accumulated unpaid vacation, sick leave and other employee benefit amounts are reported in the
period due and payable rather than the period earned by employees, and general long-term obligations principal and
interest payments are recognized only when due.

The Proprietary Fund type and Trust Funds are accounted for using the accrual basis of accounting; revenues are
recognized when earned and expenses are recognized when incurred.

Bud et cc
The School Board foliows these procedures in establishing the budgetary data reflected in the financial statements:
The General Fund and the Special Revenue Funds are the only funds with legally required budgets. The General Fund

budget and the Special Revenue Funds' budgets are adopted on an annual basis. These budgets include proposed
expenditres and the means of financing them.
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NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005
NIFICANT ACCO ICIES, {(continu

Budget and Budgetary Accounting

Annually, the Superintendent submits to the School Board a proposed annual appropriated budget for the General Fund
and Special Revenues Funds. Public hearings are advertised and conducted to obtain taxpayer comments and the
proposed budgets are published. The budget is adopted by the School Board and, as required, is submitted no later than
September 30 to the State Department of Education for approval. The Superintendent is authorized to move budgeted
items within the functional categories, the legal level of control, but may not increase the total amount authorized.

Expenditures for Special Revenue Fund Budgets, except for the Child Nutrition Program, may not exceed budgeted
amounts by more than 5% unless a budget revision is approved by the State Department of Education. For the Child
Nutrition Program, budget amendments follow the same requirements as the General Fund.

The Capital Projects Funds’ budgets are adopted on a project basis, since such projects may be started and completed at
any time during the year or may extend beyond one fiscal year. Capital Projects Funds are allocated by project using
architectural and engineering estimates. All projects remain programmed and funded until completed or until the School
Board decides to eliminate the project. Accordingly, budget and actual comparisons are not reported in the basic
financial statements for those funds.

Budgets are prepared on the modified accrual basis of accounting. Unencumbered appropriations lapse at the end of the
fiscal year. Encumbered appropriations at year end that have been approved by the Board are generally expended during
the next fiscal year's operations, assuming that the underlying liability is ultimately incurred. Budgeted amounts are as
originally adopted or as amended by the Board. Legally, the Board must adopt a balanced budget; that is, total budgeted
revenues and other financing sources including fund balance must equal or exceed total budgeted expenditures and other
financing uses. State statutes require the School Board to amend its budgets when revenues plus projected revenues
within a fund are expected to be less than budgeted revenues by five percent or more and/or expenditures within a fund
are expected to exceed budgeted expenditures by five percent or more.

Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods or services; they are reported as
reservations of fund balance. Outstanding encumbrances are added to the budget in the subsequent year and are reported
as expenditures when incurred. There are no encumbrances as of June 30, 2005,

Cash, Cash Equivalents and Investments

Cash and cash equivalents include interest-bearing demand deposits and short-term investments as described below, with
a maturity date within three (3) months of the date of acquisition.

State statutes authorize the School Board to invest in United States bonds, treasury notes, or certificates and time deposits
of state banks organized under Louisiana law and national banks having principal offices in Louisiana. The School
Board’s Cash Management and Investment Policy requires that cash balances of all funds are combined and invested to
the extent possible in direct obligations of the U.S. Government or its agencies, certificates of deposit and other short-
term obligations. Interest eamned on these investments is distributed to the individual funds on the basis of invested
balances of the participating funds during the year.

Investments for the Schoo! Board are reported at fair value.
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Notes to Basic Financial Statements
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

G.

Inventory

Government-Wide Level
Inventory is stated at first-in, first-out (FIFO) cost and consists of expendable supplies held for consumption. The costs
of inventory items are recognized as expenses when used.

Fund Level

Inventory of the General Fund is stated at FIFO cost and consists of expendable supplies held for consumption. The costs
of inventory items are recognized as expenditures when used. The reportable inventories are equally offset by a fund
balance reserve which indicates that they do not constitute "available spendable resources" even though they are a
component of total assets.

Inventory of the Child Nutrition Special Revenue Fund consists of food, lunchroom materials, and supplies purchased by
the School Board and commodities granted by the United States Department of Agriculiure (USDA) through the
Louisiana Department of Agriculture and Forestry. Inventory items purchased are valued at FIFO cost. Costs are
recorded as expenditures at the time individual items are consumed (consumption method). Commodities are valued at
the market value at the date of donation based on market values provided by the USDA. The amount of commeodity
inventory is included in deferred revenue until consumed.

Capital Assets

Allcapital assets are capitalized at historical cost, or estimated historical cost for assets where actual historical cost is not
available. Donated assets are recorded as capital assets at their estimated fair market value at the date of donation. The
School Board maintains threshold levels for capitalizing capital assets as follows: movable capita! assets with a cost of
$1,000 or more per unit for financial statement reporting ($300 or more per unit for internal reporting purposes); all land
and land improvements with a cost of $50,000 or more; buildings and building improvements that extend the useful life
of a building with a cost of $50,000 or more.

Capital assets are recorded in the GWFS, but are not reported in the FFS. All capital assets are depreciated using the
straight-line method over their estimated useful lives. Since surplus assets are sold for an immaterial amount when
dectared as no longer needed for public school purposes by the School Board, no salvage value is taken into
consideration for depreciation purposes. Useful lives are as follows: from 3 to 10 years for furniture and equipment, 5 to
8 years for transportation equipment, 5 to 20 years for equipment, 25 years for building improvements, 10 to 20 years for
improvements other than building, and 20 to 40 years for buildings.

Reserves and Designations
Portions of fund balances are reserved for future use and, therefore, are not available for appropriation or expenditure.

Designations of unreserved fund balances in Governmental Fund types indicate the School Board's plans for the use of
financial resources in a future period.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {continued)
) 3 Interfund Transactions

M.

Transactions that constitute reimbursements to a fund for expenditures initially made from it that are properly applicable
to another fund are recorded as expenditures in the reimbursing fund and as reductions of expenditures in the fund that is
reimbursed. All other interfund transactions are reported as transfers. Nonrecurring or non-routine permanent transfers
of equity are reported as residual equity transfers. All interfund transfers are reported as operating transfers.

Compensated Absences

tnder terms of union contracts and School Board policy, each employee is entitled to ten days of sick leave per year.
Sick leave may be accumulated without limit; however, employees or their heirs are only reimbursed for accumulated sick
leave up to twenty-five days upon death or retirement at the employees’ current rate of pay. The accrual computation for
earned sick leave i3 calculated on a 25-day maximum per employee. Sick leave is not payable upon discharge or
termination (non-retirement). Upon retirement, accurnulated sick leave in excess of reimbursement may be used in the
retirement benefit computation as earned service.

Full-time employees who work year-round are granted vacation in varying amounts (maximum of 22 days per year) as
established by School Board policy. The School Board's practice is to pay all accumulated unused vacation days.

Sabbatical leave may be granted for medical or professional purposes. Any employee with a teaching certificate is
entitled, subject to approval by the School Board, to one (1} semester of sabbatical leave after three (3) years of
continuous services, or two (2) semesters of sabbatical leave afier six (6) or more years of continuous service. Sabbatical
leave is paid at 65% of salary. Sabbatical leave is accrued upon Board approval.

Deferred Revenues

The School Board reports deferred revenues when resources are received by the School Board before it has a legal claim
to them, as when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent periods,
when the School Board has a legal claim to the resources, the liability for deferred revenue is removed from the balance
sheet and the revenue is recognized.

Long-term Obligations

For government-wide reporting, the costs associated with the bonds are recognized over the life of the bond. As
permitted by GASB Statement No. 34, the amortization of the costs of bonds is amortized prospectively from the date of
adoption of GASB Statement No. 34. ‘

For povernmenital fund types, bond premiums and discounts, as well as issuance costs, are recognized during the current

period. Bond proceeds are reported as an other financing source, net of the applicable premium or discount. Issuance
costs, even if withheld from the actual net proceeds received, are reported as debt service expenditures.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICJES. (continued)

N.  Restricted Net Assets

For the government-wide statement of net assets, net assets are reported as restricted when constraints placed on net asset
use are either:

Externally imposed by creditors (such as debt covenants), grantors, contributors, or laws or regulations of other
govemnments; or

Imposed by law through constitutional provisions or enabling legislation,

When both restricted and unrestricted resources are available for use, it is the School Board's policy to use restricted
resources first, then unrestricted resources as they are needed.

0. Edtimates

The preparation of financial statements in conformity with accounting principles generaily accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

3. PRIOR PERIOD ADJUSTMENTS

Due to the different measurement focnses of the GWFS (economic resources focus/accrual basis) and the FFS (current financial
resources measurement focus), the adjustments impact the financial statements as follows:

Government — wide net assets {deficit) at June 30, 2004, as previously

reported $ (63,938,341)
Decrease in accounts receivable (3,684,373)
Decrease in accumulated depreciation 3,190,643
Decrease in claims payable 5,223,602

$ (59,208,469

The Generat Fund’s financial statements were impacted as follows:

Fund balance at June 30, 2004, as previously reported s 119,980
Decrease in accounts receivable (3,684,373)

$ (3,564,393)

Receivables and revenue were overstated during the fiscal year due to incorrect accrual of property taxes.
Accumulated depreciation was overstated due to an incorrect calculation of the balance.

Claims payable was overstated due to an incorrect calculation of the balance.
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4, SITS AND STMENTS
Deposits

At June 30, 2005, the carrying amount of the School Board's deposits was $44,038,803 and the banks® balance was
$52,152,312. Ofthe banks’ balance, $515,504 was insured by Federal depository insurance or by collateral held by the School
Board (GASB Category 1). Of the remaining banks’ balance, $51,636,808 was collateralized with securities held by the
pledging financial institution’s trust department or agent in the School Board's name {GASB Category 2). There were no
uncollateralized balances at June 30, 2005. Securities that may be pledged as collateral consist of cbligations of the U.S.
Government and its agencies, and obligations of the State of Louisiana and its municipalities and school districts.

Investments

The School Board's investments are categorized as described below to give an indication of the level of risk assumed by the
School Beard at year-end.

Category 1 includes investrents that are insured or registered or for which the securities are held by the School
Board or its agent in the School Board's name, and deposits with maturities greater than three months that are

insured or collateralized, in the School Board's name, at a Federal Reserve Bank or at a correspondent financial
institution.

Category 2 includes uninsured or unregistered investments for which the securities are held by the counterparty's
trust department or agent in the School Board's name.

Catepory 3 includes uninsured and unrepistered investments for which the securities are held by the counterparty or
by its trust department or agent, but not in the School Board's name.

A breakdown of investments as of June 30, 2003, is as follows:

Category
Markel Carrying
i 2 3 Value Value
U.S. Treasury Money Market Fund . 4 428,644 s - L4 - b 428,644 5 428,644
Marketable Securities - - 212 145 212,145 158,668
Total Investments $ 428,644 s - $ 212,145 b 640,729 b 587,312
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AD VALOREM TAXES AND SALFES T

Ad valorem taxes were levied by the School Board on October 25, 2004 for the calendar year 2005, based on the assessed
valuation of property as of October 12, 2004. Values are established by the Orleans Parish Assessors' Offices each year based
on 10% of the assessed market value of residential property and commercial land and on 15% of the assessed market value of
commercial buildings, public utilities and personal property. The taxes become due on January 1 of each year, and become
delinquent on February 1. However, before the taxes can be collected, the assessment list (tax roll) must be submitted to the
Louisiana Tax Commission for approval. From the day the tax roll is filed in the Board of Tax Commission, it shall act as a
lien on each specific piece of real estate thereon assessed, which shall be subject to a legal mortgage after the year for the
payment of the tax due on it. Ad valorem taxes are collested by the City of New Orleans and remitted to the School Board ona
periodic basis. The taxes are generally collected in December, January, and February of the fiscal year. A list of property on
which taxes have not been paid is published in the official journal by the City of New Orleans. Iftaxes are not paid within the
period stipulated in the public notice, the property is sold for taxes due at a tax sale held by the City of New Orleans. The tax
sale is usually held prior to the end of the School Board's fiscal year.

The fallowing is a summary of authorized and levied ad valorem taxes:

Autherized Levied
Millage Millage Expires
Constitutional Millage 2765 27.65 Not applicable
Dedicated Millage
Purpose A School Books, Materials, and
Supplies 2.13 213 2008
Purpose B Early Childhood, Discipline
and Dropout Programs 2.13 213 2008
Purpose C Employee Salary, Benefits
and Incentives 10.00 10.00 2008
Purpose D Air Conditioning, Asbestos
Removal and Facilities 319 3.19 2008
District General Obligation Unlimited
Bond Taxes {committed not
to exceed 8.4) 7.70 2023
Total Millage 52.80

Under the Louisiana Constitution, ad valorem taxes other than Constitutional and Bond taxes must be renewed by popular vote
every ten (10) years.
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AD VALOREM TAXES AND SALE TAX, {continued)

All ad valorem taxes are recorded on the basis explained in Note 2C, For governmental funds, revenues are recognized in the
accounting period in which they become measurable and available. Property taxes are considered measurable in the calendar
year of the tax levy. Available means due, or past due, and receivable within the current period and collected within the current
period or expected to be collected soon enough thereafter to pay liabilities of the current period. The remaining property taxes
receivable are considered available because they are substantially collected within 60 days subsequent to year end.

Since ad valorem taxes receivable are secured by property, there is no allowance for uncollectible taxes.

Sales taxes are assessed and due on the first day of the month subsequent to the month of sale of any retail sales of goods used or
consumed within Orleans Parish, including leases and rentals of movable tangible property. The rate of sales tax dedicated to
the School Board is one and one-half percent. Revenues arising from the one percent sales tax authorized by the voters of
Orleans Parish in 1966 are used exclusively for the payment of salaries of teachers and/or for the general operations of the
school district. The proceeds of the one-half percent sales tax, which was authorized in 1980, are used for the payment of

salaries of teachers and other educational employees of the School Board, for the expenses of maintaining and operating schools
and for providing funds to pay for capital improvements.

Sales taxes which remain uncollected on the twenty-first day of the month due are classified as delinquent. Sales taxes
are collected by the City of New Orleans and the State of Louisiana and are remitted semi-monthly to the School Board.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

Capital assets and depreciation activity as of and for the ysar ended June 30, 2005 are as follows:

Assets at Cost

As previously reported at
June 30, 2004

Additions

Deletions

Balance at June 30, 2005

Accumulated Depreciation

As previously reported at
June 30, 2004

Adjustments

Corrected balance at June 30, 2004
Additions

Deletions

Balance at June 30, 2005

Capital Assets, Net of Accumulated
depreciation at June 30, 2005

Depreciation expense for the year ended June 30, 2005 was charged to the following governmental functions:

Instruction:

Buildings Furniture Construction
And and in
Land Improvements Equipment Process Total

§ 29,540,926 $ 474247849 5 56,521,991 5 19,086,204 $579,396,970
- 65,775 1,934,766 4,624,819 6,623,360
29,540,926 474.313,624 58,456,757 23,711,023 586,022,330

- 301,950,096 39,473,517 - 341,423,613
- (3,190,643) - - (3,190,643)

- 298,759,453 39,473,517 - 338,232,970

- 8,434,721 4,127,521 - 12,562,242

- 307,194,174 43,601,038 - 350,795,212

$ 29,540,926 $ 167,119,450 $ 14855719 3 23,711,023 $235,227,118

Regular education programs
Special education programs

Other education programs

Support.
Student Services

Instructional Staff Services

General Administration

School Administration

Business and Central Services

Transportation
Food Services
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674,778
120,545

19,138
78,207
219,339
1,203,846
116,106
875,185

1,008,501

3
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

7. DEFINED BENEFIT PENSION PLANS

Plan Description - Substantially all School Board employees participate in either the Teachers® Retirement System of Louisiana
or the Louisiana School Employees’ Retirement System (the Systems), which are cost-sharing, multiple~employer public
employee retirement systems. Each system is administered and controlled at the State level by a separate board of trustees with
contribution rates and benefit provisions approved by the Louisiana Legislature. Participation in the Teachers' Retirement
System is primarily divided into two plans - the Teachers' Regular Plan and the Teachers' Plan B. Five years of service credit is
required to become vested for retirement benefits and five years to become vested for disability and survivor benefits under each
plan.

Each of the Systems issues an annual publicly available financial report that includes financial statements and required
supplementary information for the system. These reports may be obtained by writing, calling or viewing their websites:

Teachers” Retirement System of Louisiana 8401 United Plaza Blvd.
P.O. Box 94123
Baton Rouge, Lovisiana 70804-9123
(225) 925-6446
www.trslorg

Louisiana School Employees” Retirement System 8660 United Plaza Blvd.
Baton Rouge, LA 70809
{225) 925-6484
www.|sers, state.la.us

Funding Policy - Contributions to the plans are required and determined by State statute (which may be amended) and are
expressed as a percentage of covered payroll. The contribution rates in effect for the year ended June 30, 2005 for the School
Board and covered employees were as follows:

School Board E 2es
Teachers® Retirement System of Louisiana
Regular Plan 15.9% 8.0%
Plan B 15.9% 5.0%
Louisiana School Employees’ Retirement System 14.8% 7.5%

As provided by Louisiana Revised Statute 11:103, the School Board's contributions are determined by actuarial valuation and
are subject to change each year based on the results of the valuation for the prior fiscal vear.

The contributions made to the systems for the past three fiscal years, which substantially equaled the required contributions for
each of these years, were as follows:

2005 2004 2003
Teachers’ Retirement System of Louisiana $ 34,934,471 $ 33,563,112 $ 31,629,799
Louisiana School Employees’ Retirement System § 2,767,856 $ 2,004,905 5 101,001
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

POST EMPLOYMENT BENEFITS

In accordance with state statutes, the School Board provides certain post employment health care and life insurance benefits to
its retired employees. Substantially all of the School Board's employees may become eligible for such benefits upon reaching
retirement age. For the year ended June 30, 2005, the School Board paid approximately 25% of the health insurance premiums
for retired employees and their covered dependents. Retirees contribute 75% of the retiree and dependent coverage. Retirees
who are eligible for Parts A and B of Medicare pay a reduced premium for health coverage. The cost of retirement health care
is recognized as an expenditure item as premiums are paid, Retirees pay 100% of their life premiums if they elect to continue
group coverage. For fiscal year 2003, the School Board's cost for providing all health care and life insurance benefits to the
1,677 retired employees and their dependents amounted to $2,426,459.

The School Board has a continuing future obligation for life insurance and health care benefits for retired teachers and non-
instructional employees and their dependents. This future liability is not funded but will be payable by the General Fund out of
future years’ operations. This future liability could be significant. Current generally accepted accounting principles, as set forth
by the Governmental Accounting Standards Board, do not require the recording of this liability in the basic financial statements.
LONG-TERM OBLIGATIONS

Bonds and Notes Pavable

A summary of the fiscal 2005 bonds payable including intepggigates, maturity, and June 30, 200B&alarce is as follows:

Interest in Final as of

Bonds Payable Remaining Years Maturity June 30, 2005
General Obligation Bonds:

Series 1995 - Issued 10/01/95 5.0-5375% 09/01/18 $ 27,825,000

Series 1996 - Issued 03/01/96 4.5-7.5% 09/01/20 28,440,000

Series 1997 - Iscued 03/01/97 49-7.0% 09/01/21 29,535,000

Series 1997A - Issued 12/01/97 5.0-7.0% 09/01/21 29,535,000

Series 1998 A - Issued 03/01/98 4.65-7.375% 09/01/22 30,645,000

Series 1928B - Issued 03/01/98 420 - 5.50% 09/01/20 7,963,000
Refunding Bonds:

Series 1991 - Issued 12/01/91 7.15% 02/01/15 16,523,731

Series 1995 - Issuzed 16/01/95 4.75-6.0% 06/01/09 12,375,000

Series 1995 A&B - [ssued 12/01/95 5.2-6.65% 02/01/14 70,555,000
EPA Loans 1214 - 12.77% 05/31/13 1,496,521
Certificates of Indebtedness:

Series 1996 6.24% 03/01/06 165,000

Series 1999 40-65% 03/01/09 6,580,000

TOTAL § 261,640,252
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

9. LONG-TERM OBLIGATIONS, {continued)

All of the bonds and notes payable of the School Board are reported in the government-wide financial statements and are
serviced by the debt service funds with revenues as described below.

Gengeral Obligation Bonds

General Obligation Bonds are backed by the full faith, credit and taxing power of the School Board. Five (5) series of General
Obligation Bonds for $35 million each have been issued; Series 1993, dated October 1, 1993, Series 1996, dated March 1,
1996, Series 1997, dated March 1, 1997, Series 1997A dated December 1, 1997, and Series 1998 A dated March 1, 1998. In
1938 38,155,000 of General Obligation School Refunding Bonds, Series 1998B, dated March 9, 1998 were issued and used to
advance refund $7,140,000 of General Obligation Series 1995 bonds dated October 1, 1995 maturing in September 2020. These
general obligation bonds are insured and are payable from: (1) the annual levy and collection of an unlimited ad valorem tax on
all taxable properties; (2) interest earned on net bond proceeds and debt service assets; and (3) revenues collected by the
Educational Trust Fund District, as described below.

The purpose of the General Obligation Bonds is to provide monies: to improve land for building sites and playgrounds,
including construction of necessary sidewalks and streets; to improve school buildings and other related facilities by acquiring
necessary equipment and furnishings therefore; and to complete those projects setforth in Capital Improvements Program II1.

The Educational Trust Fund District (Trust Fund) is governed by the Board members of the School Board and serves as a
conduit for the collection of specific revenues supporting the debt service requirements of the General Obligation Bonds. The
Trust Fund is to collect any and all ad valorem property taxes levied and collected on property used for any permanent or
temporary land-based casino gaming establishment or on any riverboat and its licensed berth (except for specific taxes levied by
the city or downtown development district) for the purpose of repairing, upgrading, improving and acquiring property and the
construction of school buildings and related structures, improvements, and constructions owned and operated by the School
Board.

On February 17, 1996, the School Board entered into a Cooperative Endeavor Agreement with the Educational Facilities Trust
Fund District making available revenues generated from 1.56 mills, representing the 1995 roll forward of the Schoel Board’s
Censtitutional Millage and Proposition Millage, to be pledged and dedicated to the $175,000,000 General Obligation Bonds
(herein referred to as “Roll Forward™). Because the Trust Fund (1) has no assets, (2) is governed by the Board of the School
Board, and (3} all its activities are included in the financial statements of the School Board, the separate presentation of the
Trust Fund as a component unit or separate entity is not considered necessary.

Refunding Bonds

The refunding bonds are special limited School Board obligations payable from and secured by pledge of and lien on ad
valorem taxes, sales taxes and revenue sharing. The bands do not constitute general indebtedness or pledge of the general credit
of the School Board.

$121,698,366 Public Schoel Refunding Bonds, Series 1991, dated December 1, 1991, partially refunded by the Series 1935 A

and B Bonds described below - The purpose of these bonds was to refund the Public School Refunding Bonds, Series 1990.
The bonds are insured and are payable from the %% Dedicated Sales Tax and the Constitutional Millage.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

9. LONG-TERM OBLIGATIONS, (continued)

Refunding Bonds -

$27,920,006 Public School Capital Refunding Bonds, Series 1995, dated October 1, 1995 - The purpose of these bonds was to
advance refund $27,150,000 of Public School Capital Funding Bonds, Series 1989A, dated June 1, 1989, which were
subsequently called and are no longer outstanding. The bonds are insured and are payable from the Purpose D Millage tax
approved in 1980.

$98,970,000 (1995A- Taxable) and $22,815,000 (1995B- Tax Exempt) Public School Refunding Bonds, dated December 1,
1995 - The purpose of these bonds was to redeem $105,038,118 principal plus interest of $8,866,381 on the Capital
Appreciation Bonds of the Public Schocl Refunding Bonds, Series 1991, which were subsequently called and are no longer
outstanding. The bonds are insured and are payable from: (1) 1/2% Dedicated Sales Tax and (2) Constitutional Millage, subject
to a prior and superior pledge of the tax in favor of the owners of the School Board’s outstanding Refunding bonds, Series
1995, These bonds partially refunded the Capital Appreciation Bonds.

Defeased Bonds

In August 1985, the School Board entered into an advance refunding transaction to effect retirement of the School Board's
obligations with respect to the 1952 through 1968 bonds outstanding, at June 30, 1985, AtJune 30, 2004, the remaining bonds
outstanding consisted of the 1961 through 1968 bond issues, which are not included in the Schoo! Board's staternent of net
assets, as they are considered defeased through the establishment of a fully funded escrow to pay debt service on such bonds
until maturity. At June 30, 2005, the outstanding principal balance of these 1961 through 1968 bonds totaled $4,380,000. The
1985 bonds were subsequently refunded and called with the proceeds of the Series 1987 bonds.

In December 1987, the School Board entered into 8 $127,695,000 {par) advance refunding transaction (Series 1987) for all of
its outstanding honds which consisted of $40,021,335 Public School Refunding Bonds, Series 1985, and $75,000,000 Public
School Sales and Use Tax Bonds, Series 1985, foratotal of $115,021,335. At June 30, 20035, the outstanding principal balance
of these 1985 Bonds, which are not included in the School Board's statement of net assets as they are considered defeased,
totaled §5,230,923.

In October 1999, the School Board eniered into a $104,510,380 advance refunding transaction (Series 1990) for a portion of
the Schaol Board’s Series 1987 Bonds. These securities were deposited in a trust with an escrow agent to provide for all the
future debt services payments. Accordingly, the escrow account and the Jiability for the bonds are net included in the School
Board's statement of net assets. As of June 30, 2005, the outstanding principal balance of the Series 1987 Bonds totaled -
$67,550,000. :

In March 1998, the School Board entered into a $8,155,000 refunding transaction (Series 1998B) for a portion of the School

Board’s Series 1995 General Obligations maturing September 2020, At June 30, 2005, the outstanding principal balance of the
1995 bonds, which are not included in the Schoo) Board's balance sheet, as they are considered defeased, totaled $7,140,000.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

9. LONG-TERM OBLIGATIONS. (continued)

EPA Loans

Approval was obtained from the State Bond Commission to issue promissory notes on an interest-free basis, repayable over a
twenty-year period. Proceeds from the notes finance the removal of asbestos from certain school buildings. The notes, issued
to the U. 8. Environmental Protection Agency (EPA), have no stated interest rate. Generally accepted accounting principles
require that interest be imputed on loans with no stated rate. There are five EPA loans. The two notes from 1985 — 1987 have
interest imputed at the rate of 8.681%. The three notes from 1990 — 1992 have interest imputed at the rate of 7.641%. Of the
85,555,600 of authorized notes that were advanced te the School Board, a remaining balance 0f $1,496,521 is still outstanding

and owed at year-end. Semi-annual principal payments are made on the loans which have terms expiring in 2010, 2011 and
2013.

Certificates of Indebtedness

On April 22, 1996, the School Board issued a $675,000 Certificate of Indebtedness, Series 1996 to finance improvements and
an addition to Jean Gordon Elementary School. The School Board dedicated the excess of annual revenues of subsequent years
to pay for the cost of the public improvements. The loan is for a period of ten {10) years at a fixed interest rate of 6.24%.

In March 1999, the School Board issued a $14,000,000 Certificate of Indebtedness, Series 1999, These funds are used to
purchase computer hardware and sofiware. These Certificates are secured by and payable from excess of annual revenues of the
School Board. The Certificate of Indebtedness Series 1996 is subordinated to the lien of the Certificate of Indebtedness Series
1999. The loan is for a period of ten (10) years with interest rates ranging from 4.0 to 6.625%.
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June 30, 2005

9. LONG-TERM OBLIGATIONS. (continued)

Changes in Long-term Obligations

Long-term Obligation

General Obligation Bonds
Series 1995 - Issued 10/01/95
Series 1996 - Issued 03/01/96
Series 1997 - Issued 03/01/97
Series 1997A - Issued 12/01/97
Series 1998 A - Issued 03/01/98
Series 1998B - Issued 03/01/98
Refunding Bonds
Series 1991 - Issued 12/1/91
Series 1995 - Issued 10/1/95
Series 1995 A&B Issued 12/1/95
EPA Loans
Certificates of indebtedness
Series 1966
Series 1999*
Capital leases
Energy retrofit lease 06/26/03
Buses
Motorola Equipment

Interest Payable on Refunding Series 1991*

Accrued Compensated Absences
Liability for Claims Payable

Total Long-term Obligations

ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

Balance
Balance Refundings/  Refundings/ Balance due within
Beginning Additions Retirements Ending one year

$27,830,000 3 - 3 5,000 $27,825,000 % 5,600
29,535,000 - 1,095,000 28.440,000 1,155,000
30,570,000 - 1,035,000 29,535,000 1,095,000
30,570,000 - 1,035,000 29,535,000 1,095,000
31,615,000 - 970,000 30,645,000 1,025,000
8,000,000 - 35,000 7,965,000 35,000

16,523,731 - - 16,523,731 -
14,750,000 - 2,375,000 12,375,000 2,495,000
80,725,000 - 10,170,000 70,555,000 10,825,000
1,266,837 229,684 - 1,496,521 392,140
165,000 - 165,000 85,000
8,000,000 - 1,420,000 6,580,000 1,505,000
6,057,975 576,025 905,000 5,729,000 920,000
4,002,253 - 715,342 3,376,911 782,098
1,628,011 1,628,011 167,994

22,183,400 2,817,030 - 25,000,430 -
11,721,611 15,522,078 - 27,243,689 3,293,497

47,384,164 12,656,760 6,000,000 54,040,924 -
$370,989,971  §33,429,588 25,760,342 $378,659,217  $24,875,729

*Interest is compounded and due in the future on previous years interest payable which was recorded as principal.

Bond Indentures

There are a number of limitations and restrictions contained in the various bond indentures. The School Board is in compliance

with al] significant covenants.

Statutory Debt Limit

As of June 30, 2003, the statutory debt limit for general obligation bonds was $748,517,040 and the net legal debt
margin was $569,575,508. There was $24,996,532 available in the Debt Service Fund to pay debt service requirements
on the general obligation bonds outstanding at June 30, 2005.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements
June 30, 2005

10. LEASES

erati £ases

The School Board has a number of operating [eases for land, buildings and equipment used for schools and administrative
centers. For these leases, the School Board has, as of June 30, 2005, contractual agreements requiring the following annual
rental payments:

Fiscal Year Ending June 30, Amount
2006 3 2,900,089
2007 2,279,176
2008 2,280,570
2009 49,296
2010 - 50,775

Rental expenditures under operating leases for facilities for the year ended June 30, 2005 amounted to $3,424,300,

Capital Leases

The School Board records items under capital leases as an asset and an obligation in the accompanying financial statements.
Energy retrofit improvements for 1996-1997 were expensed or are considered fully depreciated.

Assets acquired through other capital leases are as follows:

Accumulated

Asset Cost Depreciation Net Asset .
Schoof Buses $ 5522865 $1,660,593 $3,862,272
Communications
Equipment $ 1,628,011 $ - $1,628,011
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

- June 30, 2005

. 10. LEASES, (continued)

The following is a schedule of future minimum lease payments under capital leases, together with the present value of the net
minimum lease payments, as of June 30, 2005:

Motorola
Equipment Energy Retrofit Schoo! Buses Total
Fiscal year:
2006 $ 260,707 b3 1,058,138 $ 930,883 % 2,249,728
2007 260,707 1,060,488 930,882 2,252,077
2008 260,707 1,059,125 930,882 2,250,714
2009 260,707 1,060,125 930,882 2,251,714
2010 260,707 1,058,300 - 1,319,007
2011 and thereafter 781,325 1,003,600 - 1,784,925
Total 2,084,860 6,299,776 3,723,529 12,108,165
Less amounts representing
interest (456,849) {570,776) {346,618) {1,374,243)
Present value of net minimum
lease payments $ 1,628,011 5 5,729,000 $ 3376911 § 10,733,922

On April 1, 1996, the Louisiana Public Facilities Authority (LPFA) issued $11,175,000 Lease Revenue Bonds (Orleans Parish
School Board Energy Retrofit Project), Series 1996, The bonds were limited and special obligations of the LPFA and were
secured by a Trust Indenture, dated April 1, 1996.

The LPFA used the proceeds from the sale of the bonds to: (1) purchase from the School Board certain energy retrofit
improvements and equipment for all public school buildings of the School Board (hereinafier referred to as the “Project™); (2)
fund a Reserve Fund; and (3) pay the cost of issuance of the bonds, including bond insurance premium. Asthe improvements and
equipment were acquired and installed, the School Board sold the Project to the LPFA and the LPFA concurrently leased the
Project to the School Board through a Lease Agreement, dated April 1, 1996, under which the School Board is obligated to
annually appropriate funds in an amount sufficient to pay the principal of and interest on the Bonds, as well as other payment
obligations, including the Reserve Fund Requirement (as defined in the Indenture), as payments become due.

The Project used the bonds proceeds and the Lease Agreement to implement certain replacement, retrofit and/or upgrade
improvements to one hundred twenty-one (121) public school buildings of the School Board designed to reduce operating and
maintenance expenses. The improvements to the School Board’s existing facilities fall into four {(4) major categories, as follows:
{1) Energy Management; (2) Heating, Ventilation and Air Conditioning Systems; (3) Lighting Systems; and (4) Water
Conservation Measures.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

10. LEASES, {continued)

On June 26, 2003 the LPFA refunded the Lease Revenue Bonds Series 1996 and issued the $7,375,000 LPFA Orleans Parish
School Board Lease Revenue School Refunding Bonds Series 2003, The lease between LPFA and the School Board was
modified. As aresult, the previous capital lease has been removed and the new capital lease has been recorded. The new capital
lease’s recorded value exceeded the previous capital lease (principal portion) by $35,000. The transaction reduced the remaining
lease payments (principal and interest) by 51,285,221 and resulted in an economic gain of $346,073.

In the event the School Board fails to make any rental payment under the Lease Agreement, pursuant to a Withholding
Agreement, the Trustee is authorized to notify the State Treasurer, who will then withhold the School Board’s allocation of State
Revenue Sharing Funds in the amount equal to any deficiency not paid as required under the Lease Agreement.

On April 1, 2001, Orleans Parish School Board entered into a capital lease agreement with Motorola Credit Corporation to
acquire 800 MHz communications equipment and related software licenses, installation, training and support services. The terms
of the capital lease require 10 annual payments of $130,552 through April 1, 2011 at a 6.49% interest rate. The equipment has a
capitalized cost of $938,956.

On January 1, 2605, Orleans Parish School Board entered into a capital lease agreement with Motorola Credit Corporation to
upgrade communication equipment. The terms of the capital lease require 10 annual payments of $130,155 through January 1,
20135 at a 5.19% interest rate. The equipment has a capitalized cost of $995,810.

As of June 30, 2005 the combined principal balances remaining on the Motorola capital leases totaled $1,628,011.

-4] -



ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

11. DUE TO/FROM OTHER FUNDS

Individual balances due to/from other funds at June 30, 2003, are as follows:

Due To Due From
General Fund $ 16,599,059 $ -
JASA/NCLB 7,115,153 -
IDEA 6,701,998 -
Other Nonmajor Governmental Funds
Other Federal 1,230,015 -
State and Local 899,211 -
Child Nutrition - 622,658
Refunding Bonds Series 1991 - 2,300,058
Refunding Bonds Series 19935 and 1998 - 3,269,881
General Obligation Bonds - 23,157,612
Energy Retrofit Project - 576,382
Gordon School Loan 14,559 -
MIS Project Funding - 12,797
Proprietary Funds
Health Insurance 1,790,728 -
Life, Dental and Optical Insurance 402,996 -
Workers' Compensation Insurance - 6,316,963
Other Insurance 1,483,287 -
Print Shop - 19,358
Fiduciary Funds
Trust Funds 38,703 -
3 36,275,709 3 36,275,709
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

12. CHANGES IN AGENCY FUNDS - DEPOSITS DUE OTHERS

Balance Balance
at at
Agency Fund July 1, 2004 Additions Deletions June 30, 2005
Student Activity § 4,708,425 $ - $ - $ 4,708425
Other 25,871 - 25,971 -
$ 4,734,39 $ - $ 25,97 $ 4,708,425

13. ON-BEHALF PAYMENTS FOR FRINGE BENEFITS AND SALARIES

On-behalf payments for fringe benefits and salaries are direct payments made by an entity (the paying agent) to a third-party
recipient for the employees of another legally separate entity (the employer entity). GASB Statement No. 24 requires employer
governments to recognize revenue and expenditures or expenses for these on-behalf payments. The state of Louisiana made
pension contributions (regarding Professional Improvement Program) directly to the Teachers’ Retirement System of Louisiana
on behalf of the School Board in the amount of $168,552. On behalf revenues and related expense is recorded in the General
Fund. ‘

14, LITIGATION AND CONTINGENCTES

Claims

The School Board is a defendant in several workers' compensation, personal injury, personnel action and contraciual lawsuits.
Provision for losses for these lawsuits are recorded in the financial statements, principally in long-term debt obligations.
Management and legal counsel for the School Board believe that the potential claims against the School Board, not covered by
insurance, are covered by the recorded liability.

A significant claim is by former School Board employees under the Federal False Claims Act. Plaintiffs claimed that the School
Board submitted improper claims to the federal government for reimbursement of unemployment and workers® compensation
insurance costs. Afler jury trial in federal court, judgment was rendered April 27, 1999 against the Scheol Board for
$22,900,000. The Schoo! Board appealed, and on March 28, 2001, the Fifth Circuit Court of Appeals reversed the judgment,
holding that the School Board was not a proper defendant under the federal false claims statute. The United States Supreme
Court denied plaintiff’s writ application on January 7, 2002, and denied plaintiffs' petition for rehearing on February 25, 2002.
Subsequently, on March 10, 2003 the U.S. Supreme Court ruled in Chandler V. Cook County that the False Claims Act could be
used against counties. The plaintiffs then filed a Petition for Relief from Judgment on May 12, 2003 arguing that the Chandler
case abrogated the holding of this case. The District Court agreed and reinstated the judgment. The Fifth Circuit Court of
Appeals reversed the District Court decision. The deadline for seeking rehearing before the Fifth Circuit Court of Appeals has
passed. The plaintiffs sought writ review in the U.S. Supreme Court. However, the U.S. Supreme Court on October 23, 2005
denied the plaintiff’s writ of certiorari application. Thus, the previous reserve of $6,000,000 has been deleted from the potential
liability pertaining to this matter.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

14, LITIGATION AND CONTINGENCIES, (continued)

15.

Federal and State Grants

In the normal course of operations, the Schoo! Board receives grant funds from various Federal and State agencies. The grant
programs are subject to audit by agents of the pranting authority, the purpose of which is to ensure compliance with conditions
precedent to the granting of funds. The School Board has recorded an intergovernmental payable which represents excess
reimbursements for approximately $336,000.

The School Board’s Title ] Program has undergone an audit by the U.S. Department of Education. The U.S. Department of
Education has requested documentation to support approximately $71,800,000 of questioned costs. A substantial portion of this
documentation has been provided to the U.S Department of Education. The State of Louisiana’s Department of Education has
also audited IASA, Special Education, and Vocational Educational Programs and questioned costs of approximately
$14,800,000. The possible outcome of these audits cannot be determined as of the report date and, therefore, the School Board
is unable to estimate the liability, if any, that may result from these aundits.

Investigations

Certain potentially illegal acts committed by employees have been identified by the School Board and referred to appropriate
authorities for investigation. An investigation by the Department of Justice regarding the processing of certain large contracts
by a former employee resulted in a guilty plea by the former employee. A number of payroll and human resource related
problems have also been identified, including payments to a former employee after termination and incorrect withholding and
benefit payments. A number of indictments have resulted. The School Board intends to seek full restitution. The Louisiana
Legislative Auditor is presently reviewing certain transactions to determine their propriety. Internally, the School Board
continues to identify and investigate allegations; however, as of the report date, the Schoo! Board is unable to determine the
affect, if any, that these investigations may bave on the financial statements.

COMMITMENTS

At June 30, 2005, the School Board had construction commitments of approximately $1,735,000, These commitments will be
paid cut of the Capital Projects Funds.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basic Financial Statements

June 30, 2005

16. INTERFUND TRANSFERS

Interfind transfers for the year ended June 30, 2005, were as follows:

Transfers Qut Transfers In
Governmental Funds
General Fund ' $ 46,591,165 $ 28,309,259
IASA/NCLB 23,285 21,770,444
IDEA 1,584 33,146
Capital Projects GO Bonds 8,524,189 -
Other Nonmajor Governmental Funds
Other Federal 361,228 247,703
State and Local - 2,663,555
Refunding Bonds Series 1995 & 1998 . 18,303,883
Energy Retrofit Project - 1,061,238
Gordon School Loan - 190,617
EPA Loan - 220,694
MIS Project Funding - 1,749,355
Other Capital 6,355,106 50,000
Hail Damage Proceeds 13,343,337

$ 75,199,894 § 75,199,894

Transfers between funds generally consist of two types: 1) Transfers to the General Fund from the special revenue funds for
indirect cost reimbursements; 2) Transfers from the General Fund to other programs to provide supplemental local funds for
program operations.

17. RISK MANAGEMENT

The School Board is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets; errors or
omissions; workers' compensation and health insurance for its employees. The School Board has established the following
internal service funds to account for and finance these risks of loss:

a. Health Insurance - This fund is used to account for the employee and employer contributions to, and the payment of
premiums for the Health Insurance Program. Effective August 1994, the School Board ended its self-insured
program and established a fully insured program, Prior to 1994, the School Board offered a self-insured employee
medical and health program financed solely by employees and the School Board.

b. Life, Dental and Optical Insurance - This fund is used to account for the employee and employer contributions to and the
payment of premiums for the Life, Dental and Optical Insurance Programs, These programs are fully insured, subjectto
retrospective adjustment for premiums.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to Basié Financial Statements

June 30, 2005

17. RISK MANAGEMENT, {continued)

c. Workers' Compensation - This fund is used to account for claims arising from employment related injuries. Prior to
December 1, 1984, this fund was self-insured by the School Board for claims up to $150,000 per cccurrence.
Subsequently, and until April, 1990, coverage was on a fully insured basis. In April, 1990, the School Board initiated
participation in a seif-insurance plan which includes the purchase of excess insurance for ctaims in excess of $350,000
per occurrence. The workers’ compensation limit for each accident is the statutory amount.

d. Qther Insurance - This fund is used to account for the other insurance programs. The significant insurance programs of
this fund consist of the following types: fire and wind storm coverage for buildings and contents; comprehensive
automotive fleet insurance, automotive general liability; flood insurance; unemployment insurance; professional liability;,
and fidelity bond coverage.

Self-insured Jitigated claims are not reported in internal service funds, but beginning April 1, 1999 the revenues and expenses
for non-litigated claims are in the General Fund. The estimate for litigated claim liabilities is reported in the GWFS.

A reconciliation of the unpaid claims liability as of June 30 follows:

Workers' Health
Other Compensation Insurance Litigated
Insurance Fund Fund Claims Total
Unpaid claims as
Of June 30, 2004 $ 3,845,952 § 6,674,643 b 42,894 3 47,384,164 $ 57,947,653
Curtent year claims incurred
and changes in estimates (3,272,343} 4,529,180 43,762,323 6,656,760 51,675,920
Claims paid - {5,036,602) (43,783,770 - (48,820,372)
Unpaid claims as .
Of June 30, 2005 § 573,609 . $ 6,167,221 5 21,447 $ 54,040,924 $ 60,803,201

The above unpaid claims as of June 30 include amounts for claims incurred but not yet reported, as determined from actual
claims paid subsequent to year-end as well as an estimate based upon historical lag trends. For insured risks the amount of
settlements has not exceeded insurance average for each of the last three years.

18. DEFICITS IN FUND EQUITY

The General Fund had an unreserved/undesignated fund deficit of 32,041,057 at June 30, 2005.

19. EXCESS OF EXPENDITURES OVER APPROPRIATIONS — INDIVIDUAL FUNDS

As reported in the budgetary comparison schedules that are presented as required supplemental information for the year ended
June 30, 2005, the General Fund expenditures exceeded the final budpet balance by $15,984,319.
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ORLEANS PARISH SCHOOL BOARD
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Notes to Basic Financial Statements

June 30, 2005

20. SUBSEQUENT EVENTS

On August 29, 2005 Humricane Katrina struck the New Orleans area causing widespread damage to properties throughout the
region. The District’s schools, administrative buildings, warehouses and other structures along with furniture and equipment
were severely damaged or destroyed by the hurricane

As of the report date the loss of property, plant and equipment can not be determined. The School Board contracted with an
outside appraisal company to determine the value of the remaining assets and the appraisal process was ongoing as of the report
date. During the fiscal year ended June 30, 2006 the School Board will write-off the cost and accumulated depreciation of assels
determined to have no value.

The School Board had insurance policies in effect at the time of the hurricane, including property, casualty, flood and other
coverages. The Schocl Board’s insurers have been given notice of the School Board's claims under the appropriate insurance
policies. Although the School Board has received approximately $38 million of insurance proceeds, the timing and exact
amount of remaining insurance recoveries are, at this time, uncertain. The School Board estimates that a significant amount of
the hurricane related losses will be covered by its insurance policies, by grants from the Federal Emergency Management
Association (FEMA) and potential grants from other federal or state agencies. Although some of the District’s schools have been
repaired and reopened, assessments and repair of the damages by the School Board’s employees, consultants, contractors and
FEMA is ongoing as of the report date.

As of August 29, 2005 the majority of the employees of the School Board were put on Disaster Leave and on March 24, 2006,
approximately 8,500 of the District’s employees were terminated. The terminated employees received approximately $4.6
million in accrued vacation benefits and approximately $2.1 million in accrued sick leave. As of the report date, the School
Board has approximately 400 full time or part-time employees.

In November 2005 Louisiana House Bill 121 (Act 35) transferred control of each District school deemed to be in academic
crisis, as determined by standardized student testing results, resulting in approximately 83% (106 schools) of the District’s
former schools being transferred to the Louisiana State Department of Education’s Recovery School District (RSD). The RSD
will be responsible for providing all educational services to students attending the District transferred schools. Act 35 provided
for the transfer of operational and managerial control of the transferred schools for a period of not less than five years. Further,
Act 35 provides the RSD with authorization to manage and retain funding under the Minimum Foundation Program
corresponding to the students attending the transferred schools., While the School Board retains ownership of each District
transferred school, all rights and responsibilities associated with property ownership are also to be transferred to the RSD.

On March 30, 2006 the School Board District received approval of a Special Community Disaster Loan (CDL) of $25 million
from the Federal Emergency Management Agency (FEMA). The term of loan is for five years and may be extended. The
variable rate of interest is 1% plus the five year Treasury rate. Principal and interest payments may be deferred until the end of
the five year loan period. The loan is collateralized with future revenue while any of the notes are outstanding, after provision has

been made for payments required in connection with any outstanding bond indebtedness in existence at the time of this CDL
loan.

Asof'the report date the School Board is operating five schools with approximately 3,000 students. The District also has thirteen
charter schools opened and operating that have approximately 6,000 students. The District is working collaboratively with the
RSD to ensure that a sufficient number of additional schools become available by August 2006 to meet the expected increase in
student enroliment for the next school year,
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REVENUES
Local sources:

Ad valorem taxes
Sales and use tax (including vehicle)
Earnings on investments
Other
Stale and federal sources:
Minimum Foundstion Program
Other
Federal] sources
TOTAL REVENUES

EXPENDITURES
Current,
Instruction:
Regular programs
Special programs
Other programs
Support.
Student services
Instructional steff support
General administration
School administration
Business services
Student transportation services
Central services
Plant services
Food services
Capital outlay
Other
Debt Service:
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER

(UNDER) EXPENDITURES

ORLEANS PARISH SCHOO)L BOARD

Mew Orleans, Louisiana

GENERAL FUND

BUDGETARY. COMPARISON SCHEDULE

FI18 30, 2005
Variance with
Final Budget
Positive
Original Final Actual (Negative)

$ 101,354,000 § 101,354,000 110,866,811 9,512,811
91,700,000 91,700,000 90,053,680 (1.646,320)

- - 583283 583,283

4,806,000 4,806,000 9,411 497 4,605,497
218,970,000 212,970,000 217,731,249 (1,238,751)
8,950,000 8,950,000 5,976,975 (2.973.025)
900,000 900,000 878242 (21,758)
426,680,000 426,680,000 435,501,737 8,821,737
175 877,030 190,292,162 165,776 902 24,515,260
55,015,565 42,279,810 53,973,784 (11,693.974)
6,947,326 3,513,523 7,104,077 (3,590,554)
27,614,075 22,196,330 31,991,866 (9,795 536)
15,085,072 13,889,167 12,493,798 1,395,369
2,330,821 8,005,420 11,867,615 (3,862,195)
18,314,037 16,927,874 22 885,725 (5,957,851)
4,408,955 6,083,430 9401343 (3,317,913)
18,261,196 17,157,488 17.033,284 124,204

17,386,567 12,294,608 19,227,657 66,951
42,271,215 42358217 46,288,702 {3,930,485)
: - 130,967 (130,367)
525,404 525,392 630225 {104,833)
- - 39,660 (39,660)
18,302,795 1,408,778 1,070,012 337,866
402,340,000 183,932,199 399,916,517 (15,984,319)
24,339,901 42,747,801 15,585,220 {1.162,582)
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ORL SH SCHOQL BO
New Orleans, Louisiana
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE - continued
FISCAL YEAR ENDED JUNE 30, 2005

Variance with
Final Budget
Pesitive
Cniginal Final Actual (Negative}
ANCIN 8
Transfers in - - 28,309,25¢ 28,309,259
Transfers out {22,588,168) {38,496,806) (62,371,143) (23,874,337}
TOTAL OTHER FINANCING SOURCES (USES) {22,588,168) (38,496,806) (34,061,885} 4434521
EXCESS OF REVENUES AND
OTHER SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES 1,751,732 4,250,995 1,523,336 (2,727,660}
FUND BALANCE, JUNE 30, 2004 119,980 119,980 119,980 -
PRIOR PERIOD ADJUSTMENT {3.684,373) (3,684,373) (3,634,373) - -
FUND BALANCE, JUNE 30, 2005 $ (1,812,666} $ 686602 $ (2,041,057} $ (2,727 660)

(contluded)

Note: Ad valorem taxes include ad valorem taxes dedicated to general obligation bonds and
proposition D millage dedicated to debt service. Transfers out includes the transfer of these

taxes to the appropriate debi service fund. For financial reporting purposes these ad valorem
taxes are reported as revenues directly in the debt service fund.
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New Orleans, Louaisiana
IASANCLE

ORLEANS PARISH SCHOOL BOARD

BUDGETARY COMPARISON SCHEDULE

FISCAL YEAR ENDED JUNE 30, 2005

Variance with

Final Budget
Positive
Original Final Actuat (Negative)
REVEN ’
State and federal sources:
Federal funds $ 88,006,514 $ 93,382,585 39006621 8§  (54,375964)
TOTAL REVENUES 88,006,514 03,382,585 39,006,621 (54,375,964)
EXPENDITURES
Instruction:
Regular programs 8,193,651 10,990,335 5,610,974 5,379,361
Special programs - 75,663,815 67 75,663,748
QOther programs T2,141,85] 242,664 43,319,086 (43,076,422}
Support:
Student services 280,481 7,812 493,437 (485,605)
Instructional staff support 2,622,140 1,710,300 10,830,238 (9,119,938)
Genceral administration 48,938 114,243 - 114,243
Schoel administration 3,070 - 13,304 (13,304)
Business services - - 169,623 {169,623)
Student transportation services 847,104 369,681 106,618 263,063
Plant services 128,862 49,495 154,944 (105,449
Other 50,000 - 55,489 (55,489)
TOTAL EXPENDITURES 84,316,097 89,148,365 60,753,780 28,394,584
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES 3,650,417 4,234,220 (21,747,159) (25,981,379)
OTHER FINANCING SOURCES
Transfers in - - 21,770,444 21,770,444
Transfers out (3,690,417) (4,214,220) (23,285) 4,210,935
TOTAL OTHER FINANCING SOURCES
(USES) (3,690417) (4,234,220) 21,747,159 25,981,379
EXCESS OF REVENUES AND
OTHER SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES - - - -
FUND BALANCE, JUNE 30, 2004 . - - -

FUND BALANCE, JUNE 30, 2005 s A - 3 - 5 .
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REVENUES
State and federal sources:

Federal funds
TOTAL REVENUES
EXFENDITURES
Instruction:
Regular education programs
Special education programs
Other edacation programs
Suppon:
Student services
Instructional staff services
General administration
Plant services
Student transportation Sepvices
Other
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES
OTHER FINANCING SOURCES AND USES
Transfers in
Tramsfers out
TOTAL OTHER FINANCING SOURCES (USES)
EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES
FUND BALANCE, JUNE 30, 2004

FUND BALANCE, JUNE 30, 2005

Y

PARISH L D
New drlean;, Louigiang
IDEA
| HED
June 30, 2005
Variance
Favorabie
Original Final Acnal (Unfavorahle)
$ 19,782,507 $ 21,494,833 11,219,129 $ (10,275,704}
19,782,507 21,494,833 11,219,129 {10,275,704)
- - 8,052 (6,057)
15,056,302 19 488,567 8,576,600 10,911,567
- - (62,552) 61,552
71,055 53,734 226,722 {172,588}
3,374,662 £,331,906 2,476,252 {1,144 346)
21,924 9,031 . 9031
13977 11,048 1368 9,680
- 29,948 22,060 7.888
. . 4,189 (4,189
18,537,920 20924134 11,250,691 94673543
1244 587 570,506 (3L,562) (602,161)
. . 33,146 33,146
(1,244,587) (570,599} (1,584) 569,015
(1,244 587) (570,599} 31,562 602,161
M - } 4 - - s -
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ASSETS
Cash
Investments
Due from other funds
Due from other governments
Inventory
Other receivables
TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable

Salaries payable

Due to cther funds

Due to other govermments

Deferred revenues

TOTAL LIABILITIES

Fund balences;

Reserved for:

Inventory

Debt service

Capital projects
Unreserved, reported in

Special revenue

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND
BALANCES

TR

ORLEANS PARISH SCHOOL BOARD
New Orleans, Lovisiang
NONMAJOR GOV ENTALF
COMBINING BALANCE SHEEY
JUNE, 30, 2008

Special Debn Capital

Revenue . Service Project Total
$ . -~ %8 15178535 § 379,142 3,806,677
T - 428,644 428644
622,658 19,316,730 - 29,939,388
3,513,651 - - 3,513,651
721 661 - - 721,661
485,549 - - 485,549
3 5,343,519 5 32,834,265 5 807,786 38,985,576
5 793,569 5 - 3 - 793,569
481087 . - 481,087
2,129.226 14,559 - 2,143,785
21,10 - - 221,121
869,600 - - 869,600
s 4,494,603 s 14,559 § - 4,509,162
5 721,661 $ - 3 - 121,661
- 32,819,706 - 32,819,706
- - 807,786 802,786
127,355 - - 127,255
§ 848,916 5 32819706 3 807,786 34,476,408
3 5,343,519 $ 32834265 § 807,786 38,985,570
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ORLEANS PARISH SCHOOL BOARD

New Qrleans, Louisiana

NONMAJOR GOVERNMENTAL FUNDS

B G E F RE ,E. EXPENDITURES, AND CHANGES IN FUND BALANCE
JUNE 30, 2005
Special Debt Capital
Revenue Service Project Total
REVENUES
Local sources:
Ad valerem taxes 3 - S 15719978 3§ - $ 15779978
Investment eamings 2,99 88,027 9,149 100,767
Food services 779,330 - - 775,330
Cther 1,785,260 - - 1,785260
State and federal:
Minimum Foundation Program £%0, 800 - - 880,800
Other 3,662,202 - - 3,662,202
Federsl funds 26,466,648 - - 26,466,648
TOTAL REVENUES 33,571,231 15,868,005 9,749 49,454,985
EXPENDITURES '
Instnection:
Reguiar education programs 6,216,656 - - 6,216,656
Special education programs 344,955 - - 344,955
Onher education programs 5,866,6';‘? - - 5,866,677
Support:
Student services 117,632 - - 117,632
Instructional staff services 688,370 - - 688,370
Schoo! administration 8,460 - - 8,469
Student transportation services 488,717 - - 438,727
Cenrral services 106,957 - B 106,957
Plant services 4,866 . . 4,866
Food services 32,582,999 - . 22,582,959
Cepital Qutlay - - 2,780,449 2,780,449
Other 20,125 - . 20,125
Debit Service:
Principal retirement - 19,045,000 - 19,045,000
Interest and bank charges - 14,577,403 - 14,577 403
Bond issuance cosl - 148,750 - 148,750
TOTAL EXPENDITURES 36,446,433 33,771,153 2,780,449 72,958,035
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (2,869 ,203) (17,903,143) (2,770,700) (23,543,050}

(continued)
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ORLEANS PARISH SCHOO) BOARD

New Orleans, Lovisiang

NONMAJOR GOVERNMENTAL FUNDS

ATEMENT OF REVENUES

JUNE 30, 2005

HANGES

Special Debt Capital
Revenue Service Projen Totat
ER FINANCING SOURCES AND USES ‘
Transfers in 3,51 |,258‘ . 21,525,787 50,000 25,087,045
Transfers out (361,228) . (19,698 443) (20,059,671)
Proceeds from refunding bonds ‘ - - - -
Payments to refunding bond escrow - - - -

TOTAL OTHER FINANCING SOURCES 3,150,030 21,525,787 (19,648, 443) 5,027,374

EXCESS OF REVENUES AND OTHER

FINANCING SOURCES OVER (UNDER)

EXPENDITURES AND OTHER USES 280,828 3,622,639 {22,415,143) (18,515,676)
FUND BALANCE, JUNE 30, 2004 568,088 29,197,067 23,226,929 52,992,084
FUND BALANCE, JUNE 30, 2003 s 848,916 12819706 § 807,786 § 34476408

e — ——————— E — p——1
(concluded)
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ASSETS
Cash
Dug from other funds
Drae from other povernments
lowentory
Othet receivables
TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities:

Azcoums pavable

Salaries pryable

Due 1o cther funds

Dederred sevenues

Dus to other povernments

TOTAL LIABILITIES

Fund batances:
Reserved for invemory
Unteserved - undesigrated
TOTAL FUMD BALANCES

TOTAL LIABILITIES AND FUND BALANCES

New Orleans, J.ouizinoy
NONMAJOR SPECIAL REVENUE FUNDS
COMBINING PALANCE SHEET
Lane 30, 2005
Onher State Child
Federal and Local Nutrition Toual

- . 622,654 622,658
1,628,571 1,815,074 3,513,651
. . 721,661 721,661
16,110 156,695 LM 485,549
1,644,683 2,041,773 1,637,061 5,343,519
56,085 312,508 424975 793,560
189,453 48,542 241,092 481,087
1,230,015 199,211 . 2,129
- 729,510 140,080 69,500
169,139 51,992 . 21,0
1,644,683 2,041,773 B0&,)47 4,494,603
. - 11,661 T21,661
- . 121,255 127,255
. . B4E,916 243,916
1,644,683 2,04),7713 1,657,061 5343519
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New Orleags, Loyisizny
NONMAJOR SPECIAL REVENUE FUNDS
COMBINING STATEMENT OF REVEKUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
Inpg 30, 2005
Other State Child
Federal and Local Nutrition Total
REVENUES
Local soursces:
|ovesonent samings 5 - . 2591 198
Food serviees . . TR 779330
Ot - 1,785,260 - 1,745,260
State and fedlern);
Minimum Foundetics Program - - B3D,30¢ 880,300
Other . 266220 - 3662202
Federal funds 5265992 - 21,200,706 26,466,648
TOTAL REVENUES 5265941 5.447 462 12,863,827 13577.81
EXPENDITURES
Current
Instruction:
Regular education programs 642,984 5,573,672 - 6.216.656
Spoeial education programs S 6571 . 244955
Dther sduzation programa 4,158,966 707,701 - 5.866,677
Support:
Student serviees | 9080 26,752 - e
Instructiona) staff services 552,883 135,487 - 95370
Sehool adminieration - 1,459 . 1,465
Plant services 2015 2051 - 2866
Student TansPoTtation services 49 21567 - 488727
Central serviees . 105,957 - 106,957
Food scrvices - - 22,582,999 582,959
Other 3262 16,363 - 30,126
TOTAL EXPENDITURES Aszarr HLetT I25K3599% 36,446,433
EXCESS OF REVENUES OVER .
[UNDER) EXPENDITURES ‘;(4!6.475) {2,661,555) 250,828 (2,869,202)
QIHER FINANCING SOURCES AND USES !
Trunsten in rT0 2,663,555 - L51L258
Transéers ot ‘@s1.2z) - - (361,228)
TOTAL OTHER FINANCING S5QURCES o dse a3 2,663 355 . 3,150,530
EXCESS OF REVENUES AND QTHER FINANCING
SOURCES OVER. (UNDER) EXPENDITURES AND OTHER USES . - 230,828 280,128
FUND BALANCE, JUNE 30, 2004 ‘ - . 568,088 568,088
FUND BALANCE, JUNE 30, 2005 5 . - uI9N6 848,916
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ASSETS

Cash

Due from other funds
TOTAL ASSETS

LIABILTTIES AND FUND BALANCES
Liabilities:
Dae to other funds
TOTAL LIABLLITIES

Fund bzlances:
Reserved for debt service

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

ORLEANS PARISH SCHOOL BOARD

[New Orleans, Louisiana

J B V
COMBINING BAELANCE SHEET
"JUNE 30, 2005
Refunding Refunding General
" Bonds Bond Serics Obligation
Series 1991 1995 & 1998 Bonds
3 3,601 1,690,313 1,808,920
2,300,058 1,269,881 23,157,612
s 2,303,659 4,960,199 24,965,532
2,303,659 4,960,199 24,966,332
2,303,659 4,960,199 24,966,532
5 2,303,659 4,960,199 24,966,532
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Gordon

Energy Retrofit School EPA . MIS Praject Short-Term
Project Loan Loan Funding Financing Total

$ 137 14559  § . H - 3 3,517,535

576,382 - - 12,797 29,316,730

s 576,519 14,559 s - $ 12,797 s 32,834,265
—_— — 1§

- 14,559 “ - 14,55%

- 14,553 - - 14,559

576,519 . .- 12,797 32,819,706

576,519 - - 12,797 32,819,706

3 576,519 14,559 $ - $ 12,797 3 12,834,265
—_——e e 3 ] e ——— 3
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ORLEANS PARISH SCHOOL BOARD

N .b‘uy
NONMAJOR

QOrleans, Louisiana

DEBT SERVICE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

REYENUES
Local sources:
Ad Valorem taxes
Eamnings on investments
TOTAL REVENUES

EX E
Principal retirement
Interest and bank charges
Bond issuance cost

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES AND USES

Transfers in
TOTAL OTHER FINANCING SOURCES

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES
FUND BALANCE, JUNE 30, 2004

FUND BALANCE, JUNE 30, 2005

[
JUNE 30, 2085

s 2,303,659

“59.

Refunding Refunding Gencral
Bonds Bond Series Obligation

Series 1991 1995 & 1998 Bonds

5 . H - 15,779,978

51 42,531 45,405

91 42,53} 15,825,383

- 12,545,000 4,175,000

- 5,738,883 8,174,233

- 18,303,883 12,349,233

91 (18,261,352) 3,476,150

- 18,303,883 -

. 18,303,883 -

9l 42,531 3,476,150

2,303,568 4,917,668 21,490,382

3 4,950,199 24,966,532




Gordon

Energy Retrofit School EPA " MIS Project Short-Term
Project Loan Loan Funding Financing Total
$ . s - s . - 15,779,978
. - - - 88,027
- - . - 15,868,005
905,000 - - 1,420,000 19,045,000
156,233 - 158,694 329,355 14,577,403
148,750 - - - 148,750
1,209,983 - 158,694 1,749,355 13,771,153
(1,209,988) - (158,694} (1,749,355 (17,903,148)
1,061,238 150,617 220,694 1,749,355 21,525,787
1,061,238 190,617 220,694 1,749,355 11,525,757
(148,750) 190,617 62,000 . 1,622,639
725,269 (196,617) (62,000) - 12,797 29,197,067
$ - s - - 12,797 32,819,706

5 576,519
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ORLEANS PARISH SCHOOL BOARD
New Orleans, Lonisiana
MAJOR CAPIT, J S FUNDS
COMBINING BALANCE SHEET

JUNE 30, 2005

Capital Project
Other Capital Hail Damage
Projzct Funds Procesds Total
ASSETS
Cash g 379,142 § - s 379,142
Investments a 428,644 - ‘ 428,644
TOTAL ASSETS § 807786 8§ - 8 807,786
FUND BALANCES
Reserved for capital projects ' 807,786 . 807,786

Unreserved - undesignated - - -

TOTAL FUND BALANCES - 807,786 - 807,786

TOTAL FUND BALANCES $ 807,786 - § - $ B07,786
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ORLEANS PARISH SCHOOL BOARD
[ew Orleans, Louisiana
ONMAJOR CAPITAL PROJECTS FUNDS
STATE T OF REVENUES, EXPENDITURE D CHAN N FUND BALANC

JUNE 30, 2008
Capital Project
" Other Capital Hail Damage
Funds Proceeds Total
REVENUES
Laocal sources:
Eamings on investments $ 9,749 $ - s 9,749
TOTAL REVENUES 9,749 - 9,749
EXPENDITURES
Capitel Outlay 504,708 2,275,741 2,780,449
TOTAL EXPENDITURES 504,708 2,275,741 2,780,449
EXCESS OF REVENUES OVER
{(UNDER) EXPENDITURES (494,959) (2,275,241) (2,770,700)
OTHER FINANCING SO § AND USES
Transfers in 50,000 - 50,000
Transfer out {6,355,106) (13,343,337) (19,698 443}
TOTAL OTHER FINANCING SOURCES {6,305,106) (13,343,337 (19,648,443)
EXCESS OF REVENUES AND OTHER. FINANCING SOURCES
QVER(UNDER) EXPENDITURES AND OTHER USES (6,800,065) (15,619,078) (22,419,143)
FUND BALANCE, JUNE 30, 2004 7,607 851 15,619,078 23,226,929
FUND BALANCE, JUNE 30, 2005 H 807,786 M - M 307,786
-62 -




ASSETS
Cash and cash equivalents

Other receivables
Due from other funds

Prepaid insurance

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Linbilities:
Accounts payable
Wagts payable
Due to other funds
Liability claims payable/self insured losses

TOTAL LIABILITIES

Net Asscts - unrestricted

TOTAL LIABILITIES AND NET ASSETS

QRLEANS PARISH SCHOOL BOARD
S New Orleans, Louisiana
PRQPRIE;TARY FUND TYPE
' COMBINING BALANCE SHEET
JUNE 30, 2005

Life, Dental
' Health and Optical
A Insurance Insurance
5 -8 363,939
1,812,175 39,157
H 1812175 $ 403,096
$ - 3 -
1,790,728 402,996
11,447 -
1,812,175 402,596
- 100
M 1,812,175 3 403,056
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~ Total

Workers' Internal
Compensation Other Print Service
Insurance Insurance Shop Funds
(242,380) - $ - 5 121,559
. - - 1,851,332
6,316,963 - 19,358 6,336,321
136,001 1,829,028 - 1,965,029
6,210,584 1,829,028 5 19,358 3 10,274,241
43,363 (247,702} $ 1,647 H (202,693)
- 19,834 17,711 37,545
. 1,483.287 - 3,677,012
6,167,221 573,609 - 6,762,277
L
6,210,584 1,829,028 19,358 10,274,141
- - - 100
5,210,584 1,829,028 b 19,358 5 10,274 241
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OFERATING REVENUES
Employer contributions
Employee contributions

. Other miscellancous revenue

! TOTAL OPERATING REVENUE

EXPE
Premium payments
Other expenses
TOTAL OPERATING EXPENSES

. NET OPERATING INCOME (LOSS)

i INCOME (LOSS) BEFORE
TRANSFERS

Transfers out
Transfers in

CHANGE IN NET ASSETS
NET ASSETS at JUNE 30, 2004

NET ASSETS at JUNE 30, 2005

COl

ORLEANS PARISH SCHOOL BOARD

New Orleaps, Lonisizna
EROPRIETARY FUUND TYPE

INTERNAL SERVICE FUNDS
j ES AND CH

E,

FISCAL YEAR ENDED JUNE 30, 2005

-85 -

Life, Dental
Heaith and Optical
Insurance Insurance
29,426 486 551,761
10,656,765 876,407
3,700,519 460,197
43,783,770 1,888,365
43783770 1161032
43,783,770 1,767,032
- 121,333
- 121,333
- 121,333
- (121,233

. 100




Total

Workess' Internal
t Compensation Other Print Service
Insurance Insurance Shop Funds
i
: $ - - - 5 29978 248
- - - 11,533,172
4,805,521 8,859,553 1,285,229 15,11L,019
4,805 521 8,859,553 1,285,229 60,622 439
5,036,602 6,462,204 - 57,049,609
- 2,403,026 1,285,229 3,688,256
; 5,036,602 3,865,230 1,285,229 60,737,865
(231,081) {5,678) - (115,426)
(231,031 (5,678) - (115,426)
(231,081) (5.678) - (115,426)
! 231,081 5,678 - 115,526
$ - - - 5 100
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ORLEANS PARISH SCHOOL BOARD

New Orleans, Lonisians

PROP

INTERNAL SERVICE FUNDS
© COMBINING STATEMENT OF CASH FLOWS
. FISCAL YEAR ENDED JUNE 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash premiums received
Cash paid in ¢laims and benefits
NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Interfund transfers and advances
. NET CASH PROVIDED BY (LISED IN)
NONCAPITAL FINANCING ACTIVITIES

NET DECREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

Reconciliation of operating income {loss) to net cash provided
nsed by (used in) operating activities
Operating income {oss)

Adjustiments to reconcile operating income (loss) 10

net sash provided by/fused in) operating activities:

Changes in:

Other rzceivables

Due from other funds

Prepaid insurance

Accounts payable

Wages payable

Due to other funds

Claims payable/self-insured losses payable

NET CASH PROVIDED BY / (USED
IN) QPERATING ACTIVITIES
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Health

Insurance

Life, Diental
and Optical
[nsurance

s 43,779,583
(43,779,583)

s

1,950,489
(2.816,690)

(866,201)

(866,201)

1,430,140

363,039

1,732,752

4,187
(1,715,485)
(21,454)

121,333

8,615

879,654
(1,049,658)

402,996
{1.229,141)

$

{866,201)




Total

Workers' . Internal
Compensation Onher Print Service
Insurance Insurance Shop Funds
4,972,190 H 6,205,090 (250,297 56,657,055
(5,072,769) {6,205,090) 250,297 . (57,623,835}
{100,579} - - {966,780)
{100,579) - - (965,780}
(141,801) - - 1,088,339
{242,380) 5 - - 121,559
(23081)  § (5,678) - {115,426)
- - 76,718 1318085
716,865 54,062,378 538,988 56,197,885
\ (42,775) 93,907 - 3,132
(36,166) (257.113) (250,298) {1,585,048)
- 11,310 (2,578) 8,632
- [57,201,48%) (362,730) (58,876,708)
(507,422) 3,296,685 - 1,538,668
(100,579) [ - - (966,780}




E FARI RD
New Orleans, Louisiana
AGENCY FUNDS
COMBINING STATEMENT OF AGENCY ASSET, D LIABILITI

Jane 30, 2005

Payroll Student Agency
Withholding Activity Other Total
ASSETS
Cash and cash equivalents 3 - b3 4979172 b} - b 4,979,172
Other receivables - 28,692 - 28,692
TOTAL ASSETS § - b 5,007,864 3 - $ 5,007,864
LIABILITIES
Accounts payable b4 - b3 299,439 3 - 3 299,439
Dne 1o student groups - 4,708,425 - 4,708,425
TOTAL LIABILITIES $ - hY 5,007,864 $ - s 5,007,864
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PAYROLL WITHHOLDING
ASSETS
Cash and cash equivalents
Due from other funds
TOTAL ASSETS

LIARILITIES
Accounts payable
Due to other funds
TOTAL LIABILITIES

STUDENT ACTIVITY
ASSETS
Cash and cash equivalents
Receivables
TOTAL ASSETS

LIARILITIES
Accounts payable
Due to student groups
TOTAL LIABILITIES

ORLEANS PARISH SCHOOL BOARD

MNew Orleans, Louisiana

AGENCY FUNDS

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FISCAL YEAR ENDED JTINE 30, 2005

-70 -

Balance Balance
June 30, 2004 Additions Deductions June 30, 2005

3,032,423 % 3,033,536 6,065,959 -
33,604 124 3,032,302 36,636,425 _
5 36,636,547 5 6,065,838 42,702,385 -
$ 1094915 $ - 7,094,915 .
. 29,541,632 9,096,963 38,638,555 -
$ 36636547 § 9,096,963 45,733,510 -
4979,172 $ - - 4979172
28,692 - - 28692
5,007,864 § - - 5,007,864
3 299439 § - - 293,439
4,708,425 - - 4,708,425
s 5007864 § - - 5,007,354
(continued)



ORLEANS I HOOQL BOARD

New QOrleans, Lopisiana
" AGENCY FUNDS
COMBINING F CHANGES IN ASSE ND LIABILITIES - continued
FISCAL YFAR ENDED JUNF 30, 2008
Balance . Balance
June 30, 2004 Additions Deductions June 30, 2005
OTHER

ASSETS
Cash and cash equivalents 5 82075 $ - 8 82,075 § -
Due from other funds 20,100 - 20,100 .

TOTAL ASSETS H 102,175 §$ - % 102,375 8 -
LIABILITIES
Due to other funds s 76,204 $ -3 76,204 % -
Due 1o student groups 25971 - 2597 -

TOTAL LIABILITIES $ 102,175 § - 3 102175 S -

TOTAL AGENCY FUNDS

ASSETS
Cash and cash equivalents s 8,093,670 3§ 3033536 § 6148034 § 4979172
Other receivables 28,692 - - 28,692
Due from other funds ' 33624224 3,032,302 36,656,526 -

TOTAL ASSETS $ 41,746,586 $ 6,065,838 § 42,804 560 § 5,007,864
LIABILITIES
Accounts payable 5 7394354 3 - 8 7094915 3 299,439
Due to other funds 29,617,836 9,006,963 38,714,799 -
Due 10 sudent groups 4,734,396 - 25,97 4,708,425

TOTAL LIABILITIES 5 41,746,586 S 9,096,963 $ 45,835,685 8 5,007,864

(roncluded)
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ORLEANS PARISH SCHOOQL BOARD

New Orleans, Lovisiana

SCHEDULE OF CAPITAL ASSETS (AT CO - CES
June 30, 2005
Capital assets:

Land $ 29,540,926
Buildings and improvements 474,313,624
Fumiture and equipment 45,210,679
Vehicles 13,246,078
Constriction in progress ' 23,711,023
TOTAL CAPITAL ASSETS (AT COST) 3 586,022,330

Capital assets from:
From General and Capital Projects Funds $ 568,106,218
From Special Education Funds 571,174
From [ASA/NCLB Funds 3,973,352
From Vocational Education Funds 1,204,103
From Child Nutrition Fund 11,869,379
From Other Funds 208,104
TOTAL ASSETS (AT COST)BY SOURCE 5 586,022,330
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ORLEANS PARISH SCHOOL BOARD

REPORTS ON COMPLIANCE AND INTERNAL CONTROL

JUNE 30, 2005
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Orleans Parish Schoo! Board
New Orleans, Louisiana

We were engaged to audit the financial statements of the Orleans Parish School Board as of and for the year
ended June 30, 2005, and have issued our report thereon dated June 16, 2006 We did not express an opinion
on the financial statements, because of the significance of certain uncertainties, resulting from investigations
and audits, and since we were unable to rely on the basic accounting systems, and the activity and balances of
interfund accounts were not substantiated by supporting documentation, and we were not able to apply other
auditing procedures to satisfy ourselves. We did not audit the component units which were audited by other
auditors.

Compliance

As part of obtaining reasonable assurance about whether the Orleans Parish School Board’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, 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 instances of noncompliance that are required to be reported under Government Auditing
Standards that are described in the accompanying schedule of findings and questioned costs as items 2005-4
and 2005-5.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Orleans Parish School Board’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on the internal control over financial reporting. However,
we noted certain matters involving the internal control over financial reporting and its operation that we
consider to be to be reportable conditions. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in internal control over financial reporting that, in our judgement, could
adversely affect the School Board’s ability to record, process, summarize and report financial data consistent
with the assertions of management in the financial stalements. Reportable conditions are described in the
accompanying schedule of findings and questioned cost as items 2005-1 through 2005-11.

<1~
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A material weakness is a condition in which the design or operation of ene or more of the internal control
campenents does not reduce to a relatively low level the risk that misstatements in amourts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. Qur consideration of the
internal control over financial reporting would not necessarily disclose ali matters in the internal control over
financial reporting that might be reportable conditions and accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material weaknesses. We believe that the reportable
conditions referred as items 2005-1 through 2005-5.

This report is intended for the information of the Orleans Parish School Board, management, federal and state
awarding agencies and the Louisiana Legislative Auditor and is not intended to be and should not be used by
anyone other than these specified parties. However, under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

et wait= ity

Metairie, Louisiana
June 16, 2006




30th Floor - Energy Centre 1100 Poydras Street  »  New Orleans, LA 70163-3000 - Tel: 504.569.2978

s

P&N

Postlethwaite & Netterville

A Professional Accounting Corporation
Assaciated Offices in Principal Cities of the United Stotes

WWW.pNCpa.com

EXHIBIT B

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

Orleans Parish School Board
New Orleans, Louisiana

Compliance

We were engaged to audit the compliance of the Orleans Parish School Board with the types of compliance
requirements described in the U §. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2005. The
Orleans Parish School Board’s major federal programs are identified in the summary of auditors’ results
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to its major federal programs is the responsibility of the
Orleans Parish School Board’s management.

We were unable to conduct an 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 Comptroller General of the United States; and OMB Circular A-133, Audits of States,
Lacal 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 the Orleans Parish School
Board’s compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances. '

Due to the destruction of records following Hurricane Katrina we were unable to obtain sufficient
documentation supporting the compliance of Orleans Parish School Board Title ] Grants to Local Educational
Agencies, Special Education Cluster (IDEA), Improving Teacher Quality State Grants (Title [T} and Temporary
Aid to Needy Families (TANF) regarding allowable costs and reporting, nor were we able to satisfy ourselves
as to Qrleans Parish School Board’s compliance with those requirements by other auditing procedures. In
addition, all employees who provided service and support to the major programs were terminated following
Hurricane Katrina.

Because of the significance of the matters described abave, and since the scope of the work is not sufficient, we
are unable to express, and we do not express, an opinion on the Orleans Parish School Board's compliance
with the requirements of Title 1 Grants to Local Educational Agencies, Special Education Cluster (IDEA),
Improving Teacher Quality State Grants (Title [1} and Temporary Aid to Needy Families (TANF).
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Internal Control Over Compliance

The management of the Orleans Parish Schocl Board is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. We were unable to consider the Orleans Parish School Board’s internal control over
compliance with requirements that could have a direct and material effect on major federal programs for the
purpose of expressing our opinion on compliance and on internal control over compliance in accordance with
OMB Circular A-133 because of the significance of the matters described above

Schedule of Expenditures of Federal Awards

We were engaged to audit the financial statements of the Orleans Parish School Board as of and for the year
ended June 30, 2005, and have issued our report thereon dated June 16, 2006. We did not express an opinion
on the financial statements because we were unable to rely on the basic accounting systems, and the activity
and balances of interfund accounts were not substantiated by supporting documentation, and we were not able
to apply other auditing procedures to satisfy ourselves. The component units were not audited for the year
ended June 30, 2005. The accompanying schedule of expenditures of federal awards is presented for purposes
of additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial
staternents. We did not audit the accompanying schedule of expenditures of federal awards and we express no
opinion on it.

This report is intended for the information and use of the Orleans Parish School Board, management, federal
and state awarding agencies and the Louisiana Legislative Auditor and is not intended to be and should not be
used by anyone other than these specified parties. However, under Louisiana Revised Statute 24:513, this
report is distributed by the Legislative Auditor as a public document.

Dottt =t thellritly

Metairie, Louisiana
June 16, 2006
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Exhibit C
Orteans Parigh Schoo) Board
Schedule of Expenditures of Federal Awards
For the Year Ended Fune 30, 2005

Fund CFDA Pass-Through
Federa! Grantor/Pass-Through Grantor/Program Name Source Number Grantor No, Expenditures
CASH FEDERAL AWARDS
‘United States Depansment of Education .

Dairect Programs: . :
Smaller Leaming Communities 8139 84.215L - 5 383,110
Afer School Learning Centers 8181 84.2878 - 205,681
' 5%B,791

Passed Through Louisiana Department of Edugation:

Adult Education - Stale Grant Program 8120 BADOZA 0544-36; 0444-36 185,624
Adult Education - Siate Grant Program 8112 B4002A 0444-36-C, 0344.35-C 150,680
Adult Education - Onc Stop Cenlers 8124 84,0024 0413-36 5778
342,082

— e

Improving America's Schools Act (JASA)/ Na Child Left Behind Act (NCLB):

Titte 1 Grants to Local Educational Agencies 510 84.010A 04-T1-36, 03-T1-36 35,6413%7
Title 1 Grants 10 Local Educetional Agencies 6102 24.010A 03-T1-36-C, 02-T1-36-C 1,693,065
Title 1 Grants to Local Educationat Agencies 6104 B4OI0A 83-T1-36-C, 02-T1-36-C 69,145
Title 1 Grants (o Local Educational Agencies 5105 £4.0104 03-Tt-35-C, 02-T1-36-C 6,429
Title 1 Grants 1o Local Educational Agencies 8106 84 010A 03-TA-16 482,273
Title | Grants 1o Local Educational Agencies 6108 34 010A 03-TA-36 1,914,143

43 808412

— e

Title | Accountability 6107 B4348A 02-TA-36-C 630
Migrant Education - Hasic State Grant Progeam 620 84011A 04-ML-36, 03-M1-36 140,481
Migrant Education - Basic State Grant Progeam 6207 g4011a 03-M1-36-C, B2-MI-36L 10,266
Comprehensive Schoo} Reform - Title I CSR - Cohont 2 3182 84.332A 03-T4-36-C, 02-T4-36-C : 355,626
Comprehensive Schoal Reform - FIE - Cohort 2 8183 84.33ZA 03-T5-36-C, 02.T5-36-C 57,438
8184 2,553
C hensive School Reform - Title1 CSR - Cohort 3 8189 84332A 03-T6-35-C, 02-T6-36-C 383,361
798 978
Reading First B195 B4.35T7A 03-RF-36 2,921,386
Reading First . 8199 B4357A 03-RF-36 384 300
Title I, Par A, Teacher and Principal Training & Reerviting 6301 343674 04-50-36, 03-50-36 6,496,181
Title [1, Pant A, Teacher and Principal Training & Recruiting 6302 84 367A 03-50-36.C 2,155 450
B 651 631
Enhancing Education Through Technology 8133 B4.31BX 044936 1,743,360
FIRSTTech ) 8157 84318X '0403-36 118,139
8158 205,062
2159 369
Enhancing Education Through Technology 8194 84.318X 374
2,067 304
Title lil English Language Acquisition 2134 84.365A 04-60-36 181,611
Title IEl English Language Acquisition 8135 B4365A 03-60-36-C 107,323
: 288034
Title IV {Safc and Drug-Free Schools - State Grant) 5401 84.186A 03-70-36 586,049
Title 'V {Safe and Drug-Free Schools - State Grant) 5402 84.186A 03-70-36-C 273,513
Title IV (Safe and Drug-Frec Schools - State Grant) 6403 84.1364 03-70-36-C 1,478
861,041
Inncvative Education Programs Strategies - Title V 6504 84.208A 04.80-36, 03-80-36 {781 978)
Innovative Education Pragrams Strategies - Title V1 6602 §4.2984 03-80-36-C, 02-00-36-C 1,027,748
innpvative Education Programs Stratcgics - Title VI 6403 £4 2798A 03-80-36-C, #2-00-35-C {2,9716)
240,704
Education for Homeless Children and Youth - Title X 6202 84.195A 04.H1-35, 03-H1-36 138,773
Special Edueation:
Grani to Siates (Part B} 7010 84.027A 23.04.B1.36, 28-03-B1-36 4,875,339
Grant (0 States (Pant BY 011 34.027A 28.03-B1-36-C,02-B1-36-C 5,802,583
Grant 4o States - LA Assistive Technology Enitiative 7013 84.027A 18-03-B5-36 24173
10,902,003

——l Y



Preschoci Grantks 030
Preschool Grants 7031
Preschool Granis - Set Aside TOXIIT02R/7029
Grants for Infants and Familics with Disabilities - Part C F020/702)
Program Improvement Grants for Children with Disabilities 3162

Vocationz| Education:
Basic Grants to States - Card Perkins Grant g1t
Basic Grams 10 Sgaies - Carl Peritins Grant 8112

Total United States Depaniment of Education
US Depantment of Heelth and Human Services
Passed Through the Louisiana Depanment of Education:

Refugee Children School Impact Grant 8154

School Health Programs to Fravent Serious Health Problems 8137

Temporary Aid to Needy Families (TANF):
Chile Literacy HIPPY 3167
After School For All 3168
More in the Middle e
LA 4 Pre-Kindergarten Program 032
Adult and Family Literacy - Partnezship for Provisian of Adull Lite B126
Strategies 1o Empower People - STEP Progiam 8128
Stanting Points Preschool Program 2133
Pre-GED/Skils Qotion Program 8154

Total United States Depastment of Health and Human Services
United States Department of Defenss Dirzct Programs.
Americorps - Hippy 5163

Total United States Corporation for National & Community Servies

Total Cash Federal Awards
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841734
84.1T3A
B4.173A

B4.1814

B4.323A

84.048
84048

93.576

93938

93,558
93.558
93.538
93.558
93.538
93.558
93538
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ORLEANS PARISH SCHOOL BOARD

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE A — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Qrleans
Parish School Board and is presented on the modified 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.

NOTE B — FOOD DISTRIBUTION

Nonmonetary assistance is reported in the schedule at the fair market value of the commaodities received and
disbursed. At June 30, 2005, the organization had food commodities totaling $721,661 in inventory.

NOTE C - RECONCILIATION TO THE BASIC FINANCIAL STATEMENTS

The expenditures listed in the accompanying schedule are reported in the following funds in either the
governmental funds statement of revenues, expenditures and changes in fund balances (basic statement) or the
nonmajor special revenue funds combining statement of revenues, expenditures and changes in fund balance,
(supplemental information) of the Orleans Parish School Board's June 30, 20035 financial statements.

General Fund $ 878,242
Federal IASA/NCLB Funds 37,810,509
Federal IDEA Funds 11,219,129
Other Federal Funds 5,265,942
Child Nutrition Fund 21,200,706

Financial Statement Total 76,374,528
Unreconciled Difference 589,061

Schedule of Expenditures of Federal Awards Total  § 76,963,589




EXHIBIT D

ORLEANS PARISH SCHOOL BOARD

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

Sommary of Auditors’ Results
Financial Statementis

Type of auditors’ report issued: Disclaimer

»  Material weakness (es) identified? x yes no
e Reportable condition(s) identified that are
not considered to be material weaknesses? X yes no

Noncempliance material to financial
statements noted? X yes no

Federal Awards

Internal control over major programs:

e Material weakness (es) identified? X yes no
e  Reportable condition(s) identified that are
not considered te be material weaknesses? X yes no

Type of auditors’ report issued on compliance for major programs: Disclaimer

Any audit findings disclosed that are required
to be reported in accordance with section 510(a)
of Circular A-133? yes X no

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

84.010 Title 1 Grants to Local Educational Entities
84.027 ' Special Education Cluster (IDEA)

84.367 Improving Teacher Quality State Grants (Title 1I)
93.558 Temparary Aid to Needy Families {TANF)

»  Testing could not be performed for fiscal year ended June 30, 2005 due to the destruction of documentation
and termination of employees following Hurricane Katrina.

s The threshold for distinguishing types A & B programs — not applicable for fiscal year ended June 30,
2005.

*  The Orleans Parish School Board qualification of a tow risk auditee not applicable for the fiscal year ended
June 30, 2005 since a Single Audit could not be performed. |




Findings — Financial Statement Audit

General Overview by Management on the School District’s Accounting and Administrative
Situation

As noted in prior years Audit Reports on Compliance and Internal Control, the School District’s
System of Internal Controls and related processes, procedures and human resources were
inadequate. These inadequacies compromised the safeguarding of assets and the ability to
maintain accurate finaneial books and records. This sitvation also resulted in the outside auditors
being unable to express an opinion on School District’s annual financial statements.

The School District hired several consulting firms in 2004 and 2005 to rectify the situation; however
this work resulted in only limited improvements. The situation was also hampered by the high
turnover of finance and accounting personnel. In July 20035, the School District hired the consulting
and restructuring firm of Alvarez & Marsal to provide financial advice and an objective review of the
District’s financial controls, policies and procedures. Specificaily, Alvarez & Marsal was hired to
assess the District’s existing financial condition and to implement effective financial systems, a
restructured finance and aceounting organization, and to develop policies and procedures that would
improve the accuracy and timely compilation and presentation of financial information. Aivarez &
Marsal have been actively delivering services these past 12 months, including the changes made
necessary by Hurricane Katrina which occurred in late August, 2005, They expect the improvements
to be implemented by December, 2006.

The District’s School System has changed substantially since Hurricane Katrina and the enactment of
Act 35, which was passed by the Louisiana State Legislature in November, 2005. Act 35 transferred
operational control of approximately 83% of the District’s schools to the Louisiana State Department
of Education’s Recovery School District (RSD). The student population in the District controlled
schools and District’s charter schools has decreased from 63,000 students to approximately 9,000
students and the number of schools was reduced from 122 to 18. During late 2005 and early 2006, the
School District re-opened 5 schools under its direct control (approximately 3,000 students) and
authorized the opening of 13 charter schools that have approximately 6,000 students. Starting with
fiscal year 2007, 6 of these 13 charter schools will be transferred to the control of RSD. Alvarez &
Marsal has taken this new downsized environment into consideration as they implement a restructured
finance and accounting organization.

Management’s responses in the below audit findings will not repeat the above general management
overview, but it should be taken into consideration when reading management’s response to each audit
finding.



Audit Findings

2005-1 Pavroll and Human Resources

Criteria:

Condition:

Cause:

Effect:

Recommendation:

Adequate internal controls relating to payrotl and human resources require that
specific procedures be in place to ensure that payroll expenses are properly
recorded and that proper documentation relating to payroll expenses and
employee records are sufficiently maintained. In addition, there should be
controls in place to ensure that payroll checks are only issued to current
employees of the School District.

Internal controls relating to the payroll and human resource departments are

ineffective and inefficient based on the following:

¢ Employees within the payroll and human resource departments were not
adequately trained on the Oracle System which processes and records
payroll information.

Based on the results of cur random sample of payroli transactions, the following
exceptions were noted:
e 3 0of 40 (7.5%) personnel files could not be located
o 12 of 40 (30.0%) personnel files lacked employee identification
* 40 of 40 (100%) time sheets and transmittal forms could not be located
(result of damage caused by Hurricane Katrina)
4 of 40 {10.0%) cancelled checks could not be located
1 of 5 (20.0%) support for sabbatical leave could not be located
1 of 5 (20.0%) sabbatical compensation was incorrectly calculated

The School District did not maintain an adequate control environment for the
payroll and human resources departments due to a lack of management
oversight. Also, adequate written policies and procedures did not exist during
the audit period. The automatic payroll posting system was not posting to the
appropriate accounts.

The lack of adequate internal controls relating to the payroll and human
resources departments significantly increages the risk that material errors and
irregularities could exist and not be detected.

The School District should develop written internal control procedures within
the payroll and human resource departments to include a control environment
with management monitoring the process to ensure that payroll and human
resource personnel are complying with policies established by the School
Board. Those internal control procedures also sheuld include specific
procedures to ensure the effective communication and sharing of information
between the payroll and human resource departments. An ongoing training
program needs to be implemented.
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Management’s
Response:

To improve the accuracy, efficiency and procedural control of the NOPS
payroll, the School District is replacing the Oracle payroll application and
implementing a new payroll application from the Tyler Technologies, Inc.,
Munis Division. The Payroll staff has received training on the operation of the
Munis Payroll application and it will be utilized at the beginning of FY 2007,
As part of this new payroll system, new payroll control and processing
procedures are being developed, documented and implemented.

005-2 Accounts Payable and Accrued Expenses/ Disbursements

Criteria:

Condition:

Cause:

Effect:

Adequate internal controls relating to accounts payable and accrued
expenses/disbursements require that specific procedures be in place to ensure
that cxpenses are properly recorded on a timely basis and that there are no
misappropriations of the School District assets.

Internal controls relating to the accounts payable and accrued
expenses/disbursements function are ineffective and inefficient based on the
following:
e  Supporting documentation for 6 of 53 {11.3%) transactions requested
could not be located during our accounts payable testing.
o 1 of11l transactions tested was noted to be recorded twice and required a
reversing adjustment. The adjustment totaled $52,743.
e The general ledger has roughly 2,000 individual accounts payable
accounts.
¢ Supporting documentation for 12 of 37 (32.4%) accrued expenses could
niot be located during our testing.

Our detail test of disbursements indicated the following exceptions:

e 5 of 40 (12.5%) supporting documentation in the form of purchase
orders, invoices and cancelled checks could not be located.

¢ 2 of 40 (5.0%) purchase orders lacked the appropriate approval.
3 of 40 (7.5%) examined purchase orders were dated subsequent to the
invoice date.

e 1 of 40 (2.5%) cancelled check amounts differed from the approved
voucher.

» 26 of 40 (65.0%) sets of supporting documentation for purchases were
not marked cancelled.

* 14 of 40 (35.0%) were recorded in the wrong general ledger account.

Orleans Parish School District is not enforcing their policies for purchasing and
disbursements functions. There has been insufficient training and supervision
of the School District personnel involved in the purchasing and disbursing
functions.

The lack of adequate internal control relating to the accounts
payable/disbursements function could result in the School District assets being
misappropriated and/or the financial statements being materially misstated. The
untimely recording of disbursements also prevents the timely, proper billing of
reimbursements for grants. Financial information for management purposes is
unreliable.
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Recommendation:

Management’s
Response:

The Schoel District should implement adequate internal controls relating to the
accounts payable/disbursements function. There needs to be management
oversight to ensure that the School District is complying with their policies and
procedures and to ensure that the School District assets are not misappropriated.

The accounts payable department needs to be trained in the various accounts
payable reports available so that they can effectively manage the disbursements
through the system. All supporting subsidiary ledgers should be reconciled
monthly to the general ledger. Outstanding purchase orders should be
investigated and monitored regularly. Unmatched documents should be
investigated and properly resolved. Accounts payable control accounts should
be established rather than individual accounts.

To improve the accuracy, efficiency and procedure controls of accounts
payable, the School District is replacing the Oracle Accounts Payable
application and implementing a new accounts payable application from Tyler
Technologies, Inc., Munis Division. The Accounts Payable staff has received
training on the operation of the Munis Accounts Payable application and is
currently utilizing the system. As a part of the new Tyler Munis accounting
system, new accounts payable control and processing procedures are being
developed, documented and implemented.

2005 - 3 Reconciliations

Criteria:

Condition:

Cause:

An adequate internal control structure would require the timely reconciliation of
all cash and selected general ledger accounts on a monthly basis to ensure that
all transactions are properly recorded and that the accounts do not contain any
errors.

For the year ended June 30, 2005, certain cash, inventory, special revenue, due

to/from, interfund transfers, payroll withholdings, retainage payable and other

routine general ledger reconciliations were not completed on a timely basis. We

noted the following:

¢ The School District did not reconcile several student activity bank accounts
during the year.

s A physical inventory of the maintenance inventory was not taken as of year
end.

» Documentation to support some of the payroll withholding reconciling
items could not be provided by the School District.

o The reconciliation of the source of funds within the special revenue funds
was not performed as of June 30, 2005.

» The retainage payable balance was not reconciled as of June 30, 2005.

» Reconciliations could not be provided for the intergovernmental accounts
payable and the unclaimed property payable accounts.

* Bank reconciliations included several old outstanding checks which have
not been investigated or written off

Due to the absence of written procedureé and inadequate management
supervision, the School District does not have an adequate control environment
to ensure that all cash and general ledger accounts are reconciled on a monthly
basis.
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Effect:

Recommendation:

Management’s
Response:

The failure to complete cash and general ledger account reconciliations in a
timely manner could allow errors and/or irregularities to exist without being
identified and corrected. The information in the general ledger was incorrect
and, therefore, management and budgetary controls could not be performed
effectively.

The School District should implement an adequate control environment that
includes written procedures and management monitoring to ensure that all bank
accounts and other critical balance sheet accounts are reconciled in a timely
manner and reviewed by an appropriate supervisor. Written procedures should
specifically identify employees to perform the reconciliations and the supervisor
that is responsible for the review and approval.

District management understands the importance of reconciling all cash
and selected general ledger accounts on a monthly basis. All balance
sheet accounts are currently reconciled with the exception of the payroll
account, where we are awaiting additional information.

2005-4 Interim Financial Reporting and Budget Monitoring

Criteria:

Condition:

Cause:

Effect:

For purposes of monitoring the financial condition and operations of the School
District, financial statements should be available for management and presented
to the Board Members for their review on an interim hasis. Additionally, the
financial statements and budgets presented should be complete and accurate.
Louisiana Revised Statute §39:1310 provides that the chief executive or
administrative officer advise the governing authority in writing when total
revenues and other sources are failing to meet the budget by 5% or actual
expenditures and other uses are exceeding the budgeted expenditures and other
uses by 5% or if actual beginning fund balance fails to meet estimated
beginning fund balance by 5% or more. Louisiana Revised Statute §39:1309
provides that when the governing authority has received notification pursuant to
Louisiana Revised Statute §39:1310 or there has been a change in operations
upon which the original budget was developed, the governing authority shall
adopt a budget amendment.

The School District did not provide timely interim financial statements to the
School Board during the 2005 fiscal year. Additionally, the untimely recording
of financial information, including recording of accounts payable and revenues,
made any information provided to the School Board unreliable.

There has been turnover and ineffective training of staff. Due to the School
District not performing many general ledger reconciliations, the School District
was unable to periodically close the accounting records in order to prepare
timely interim financial statements.

Without on-going oversight of the financial operations of the School District,
School Board members would be unaware of deterioration in the School
District’s finances or even potential irregularities. In addition this is necessary
in order to comply with Louisiana Revised Statute §39:1310.
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Recommendation:  In addition, detailed budget to actual operating statements for the general fund
and all other major funds should be presented and reviewed at finance
committee meetings at a minimum of once a quarter in order to insure
compliance with Louisiana Revised Statute §39:1310.

Management’s

Response: To improve the timeliness of recording and posting accounting information the
District hired a new Controller in August 2005. Additionally, the District’s
management team has been preparing interim bi-weekly cash flow financial
reports for Board and the Louisiana Department of Education since November
2005.

2005-5 Fixed Assets

Criteria: Louisiana Revised Statute §24:515(B) states that all govemments “shall
maintain records of all land, buildings, improvements other than buildings,
equipment, and any other general fixed assets which were purchased or
otherwise acquired, and for which such entity is accountable.

Condition: Internal controls relating to fixed assets are ineffective and inefficient based on

the following:

* Anaccurate listing of fixed assets was not maintained during the fiscal year.

o The Fixed Asset Department was not notified by the Purchasing or Budget
Departmments when a fixed asset was purchased during the year.

¢ The recordirig of purchases of capital assets is not consistently coded as a
capital outlay.

s Building improvements are not broken out by year of improvement and
therefore depreciation calculations may be inaccurate,

Cause: The School District Fixed Asset Department is not adequately supervised and is
not guided by adequate policies and procedures. Additionally, the Fixed Asset
Department does not receive adequate supervision and does not get the
necessary support from other departments within the School Board in order to
adequately track and report fixed assets.

Effect: The lack of adequate internal control relating to the Fixed Asset Department
could result in the School District’s assets being misappropriated and/or the
financial statements could by materially misstated. Also, non-compliance with
state and/or federal laws could result in the loss of grant funds.

Recommendation:  The School District should establish adequate written policies and procedures
relating to the Fixed Asset Department that would include proper supervision hy
aresponsible employee, timely tagging of assets, and routine physical inventory
counts performed by someone other than the custodijan of the fixed assets. The
depreciation for buildings and improvements nceds to be made by year of
acquisition. Also, communication between the Purchasing, Budget, and Fixed
Asset Departments, as well as, the custodian of the fixed asset, needs to be
improved to ensure that all fixed asset additions and deletions are identified and
recorded.
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Management's
Response:

The School District hired American Appraisal Associates to inventory the
District’s assets. After the inventory is completed the information will be
inputted into a new computerized asset management system. To improve the
accuracy, efficiency and procedure control of Fixed Assets the School District is
replacing the Excel Fixed Assets spread sheets and implementing a new Fixed
Assets application from the Tyler Technologies, In¢., Munis Division which
will be integrated with Purchase Orders and Accounts Payable.

2005-6 Internal Audit Function

Criteria:

Condition:

Cause:

Effect:

Recommendation:

Management's
Response:

A good system of internal controls would include a functional Internal Audit
Department that could assist the School District in operations and compliance.

During the fiscal year 2004 — 2005, the Internal Audit Department was not
properly functioning because they were performing accounting work for the
Accounting Department. In addition, many of the staff terminated.

Lack of qualified personnel in the é.ccounting department resulted in the need to
reassign duties of internal audit staff.

Without an adequate internal audit function, errors, irregularities, and non-
compliance with laws and regulations could exist and not be detected.

Consider hiring qualified staff to perform internal audit functions.

Alvarez and Marsal, as part of its restructuring of the School District’s
administrative and accounting organizations, will make a recommendation
regarding all accounting and finance positions. Since the School District is has
been reduced dramatically the need for all staff positions including the internal
audit function is being re-evaluated. Recruiting for more qualified accountants
is in process.

2005-7 Budget, Finance and Accounting Department Staffing

Criteria:

Condition:

Cause:

Effect:

A good system of internal controls and sound business practices would include
adequately staffed Budget, Accounting and Finance Departments.

There was no leadership over the Budget, Accounting and Finance Departments
for most of the fiscal year as there was continued turnover in the position of
Chief Financial Officer. Many of the duties were contracted out to
consultants. Also, there are various open positions throughout the Departments.

The School District did not have an adequate number of competent accountants.
Without effective leadership from an experienced Chief Financial Office and an
adequately staffed Budget, Accounting and Finance Departments, errors,

irregularities, and non-compliance with laws and regulations could exist and not
be detected.
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Recommendation:

Management’s
Response:

4

The School District sh?ould staff the Budget, Finance and Accounting
Departments with competent accountants.

Alvarez and Marsal, as part of its restructuring of the School District’s
administrative and accounting organizations, will make a recommendation
regarding all accounting and finance positions, Since the School District is has
been reduced dramatically the need for all staff positions including the internal
audit function is being re-evaluated. Recruiting for more qualified accountants
is in process. '

2005-8 General Ledger Chart of Accounts

Criteria:

Condition:

Cause:

Effect:

Recommendation:

In order for employees and supervisors to perform their job duties effectively
and create an environment that promotes sound internal controls, it is essential
for the entity to have an adequate chart of accounts for their general ledger
system. ‘

The general ledger chart éf accounts for the School District’s Oracle system has
in excess of 60,000 different accounts. The School District’s accounting
number string is segmented into the following segments:

l

Fund i
Budget Unit

Source of Funds

Natural Account Nurhber
Sub Account Number
Program Number

» Future Number (not used)

Special revenue funds are subdivided into numerous mini funds based on the
Source of Funds. We noted that considerable adjustments were necessary
because initial coding was to the 0000 source of funds which is not for a
specific fund. '

The number of accounts payable and interfund accounts is counter productive
and consequently are not accurately used.

i
Due 1o the complexity and proliferation of accounts, some accounts are not
monitored at the detail level, but at an aggregated level. Consequently,
numMerous errors continue to accumulate and analysis is difficult.

An accounting system wiith an unmanageable amount of accounts.
The failure to maintain a;n adequate chart of accounts has led to transactions
being improperly recorded and accounts being difficult to reconcile.

The School District should provide adequately staffed and trained Accounting,
Finance and Budget Departments along with general ledger training.
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Management’s
Response:

The chart of accounts used by the School District is based upon the structure
prescribed by the Louisiana Department of Education in its Louisiana
Accounting and Uniform Governmental Handbook. To improve the accuracy,
efficiency and procedure control of General Ledger the School District is
replacing the Oracle General Ledger application and implementing a new
General Ledger application from the Tyler Technologies, Inc., Munis Division.
This implementation, which went live on April 1, 2006, has reduced the
General Ledger chart of accounts from over 60,000 accounts to under 3,500
accounts,

2005-9 Proper Interfund Transactions and Identification of Proper Fund

Criteria:

Condition:

Cause:

Effect:

Recommendation:

Managemert’s
Response:

Transactions between funds should be recorded according to the nature of the
transaction. Temporary transfers such as when the general fund pays the bills
out of a centralized cash account for the benefit of another fund are recorded as
an interfund receivable by the disbursing fund and as an interfund payable by

- the fund recerding the expense. A permanent transfer such as when a special

revenue fund spends more than its revenues and the General Fund absorbs the
expense are considered transfers. Periodically, the interfund receivables and
pavables are settled up.

The School District has not been properly recording, reconciling and settling-up
interfund transactions. The number and magnitude of the individual receivables
and payables continues to expand. The interfund receivable and payable
accounts have several large balances and the propriety of these balances is not
known as of June 30, 2005,

There has been no ongoing reconciliation of interfund receivables and payables,
and interfund transfers. There is poor communication between various
departments and personnel. The original purpose and legal restrictions on
various revenue sources is not being reflected by the accounting entries.

The School District may not be able to effectively monitor compliance with
restrictions, regulations and limitations. The available resources of the
individual funds are difficult to determine and may not be accurate. Restricted
manies may not be properly designated. Cash may not be available to be spent
for its dedicated purposes.

Interfund accounts should be researched to determine their validity. A means of
meeting the various interfund commitments should be determined.

To improve the accuracy, efficiency an procedural control over Interfund
accounting, the School District is replacing the Oracle General Ledger
application and implementing a new General Ledger application from Tyler
Technologies, Inc., Munis Division. This new Munis accounting system
integrates General Ledger, Payroll, Purchase Orders and Accounts Payable.
This integration, along with new accounting and control procedures and
processes, will improve the interfund accounting.
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2005-10 Student Activity Funds

Criteria:

Condition:

Cause;

Effect:

Recommendation:

Management’s
Response:

The management of student activity funds should be in accordance with sound
business practices, including sound budgeting, purchasing, and accounting
practices. As of June 30, 2005 the School District has not reconciled several
student activity funds.

The student activity funds are not being operated in compliance with state
suidelines.

Orleans Parish School District is not effectively, training, monitoring and
enforcing the student activity funds. There is not sufficient on site review of the
activities. :

The lack of adequate internal control relating to the accounts student activity
funds could result in the School District or school group's assets being
misappropriated or not spent for its dedicated or restricted purpose.

The School District should implement adequate internal controls relating to the
student activity funds, On site monitoring should be implemented by the
School District employees. All schools should have written policies and
procedures available for reference at the school. The cost/ benefits of on-site
purchasing should be evaluated.

Student activity bank accounts were frozen after Hurricane Katrina. New
control procedures are currently being established for these funds.

2005-11 Payroll Liabilities/Payroll Expeaditures

Criteria:

Condition:

Cause:

Effect:

Adequate internal controls relating to payrol! liabilities require that specific
procedures be in place to ensure that payroll liabilities/expenditures are properly
recorded on a timely basis and that therc are no misappropriations of the School
District assets.

Internal controls relating to payroll liabilities are ineffective and inefficient
based on the following:
e Supporting documentation and/or subsequent payments for 7 of 15
(46.67%) payroll liabilities requested could not be located during our
payroll liability testing. The unsupported liabilities totaled $2,628,578.

There has been insufficient training and supervision of the School District
personnel involved in the payroll liabilities functions.

The lack of adequate internal control relating to the payroll liabilities function
could result in the School District assets being misappropriated and/or the
financial statements being materiafly misstated. Financial information for
management purposes is unreliable.
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Recommendation:

Management’s
Response:

The School District should implement adegjuate internal controls relating to the
payroll liabilities function. There needs to be management oversight to ensure
that the School District is complying with their policies and procedures and to
ensure that the School District assets are not misappropriated.

To improve the accuracy, efficiency and procedural control of payroll the
School District is replacing the Oracle payroll application and implementing a
new payroll application from the Tyler Technologies, Inc., Munis Division. The
District’s staff has been trained on the proper procedures and payments of the
payroll liabilities.

The District has also reduced the number of authorized deductions from over
200 to less than two dozen, This will allow sufficient time to reconcile each
payroll liability account.

Findings — Single Audit OMB Circular A-133 Findings and Questioned Costs

Due to the damage caused be Hurricane Katrina, a Single Audit could not be performed for the fiscal
vear ended June 30, 2005. Documentation to support grant reimbursements were lost and/or destroyed
by the hurricane. In addition, School District staff associated with grant programs have been displaced

or terminated.
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EXHIBIT E

ORLEANS PARISH SCHOOL BOARD
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2005

General Overview by Management on the School District’s Accounting and Administrative
Situation

As noted in prior years Audit Reports on Compliance and Internal Control, the School District’s
System of Internal Controls and related processes, procedures and human resources were
inadequate. These inadequacies compromised the safeguarding of assets and the ability to
maintain accurate financial books and records. This situation &lso resuited in the outside auditors
being unable to express an opinion on Schoo! District’s annual financial statements.

The Schoel District hired several consulting firms in 2004 and 2005 to rectify the situation; however
this work resulted in only limited improvements. The situation was also hampered by the high
turnover of finance and accounting personnel. In July 2005, the School District hired the consulting
and restructuring firm of Alvarez & Marsal to provide financial advice and an objective review of the
District’s financial controls, policies and procedures. Specifically, Alvarez & Marsal was hired to
assess the District’s existing financial condition and to implement effective financial systems, a
restructured finance and accounting organization, and to develop policies and procedures that would -
improve the accuracy and timely compilation and presentation of financial information. Alvarez &
Marsal have been actively delivering services these past 12 months, including the changes made
necessary by Hurricane Katrina which occurred in late August, 2005. They expect the improvements
to be implemented by December, 2006.

The District’s School System has changed substantially since Hurricane Katrina and the enactment of
Act 35, which was passed by the Louisiana State Legislature in November, 2003, Act 35 transferred
operational control of approximately 83% of the District’s schools to the Louisiana State Department
of Education’s Recovery School District (RSD). The student population in the District controlled
schools and District’s charter schools has decreased from 63,000 students to approximately 9,000
students and the number of schools was reduced from 122 to 18. During late 2005 and early 2006, the
School District re-opened 5 schools under its direct control (approximately 3,000 students) and
authorized the opening of 13 charter schools that have approximately 6,000 students. Starting with
fiscal year 2007, 6 of these 13 charter schools will be transterred to the control of RSD. Alvarez &
Marsal has taken this new downsized environment into consideration as they implement a restructured
finance and accounting organization.

Management’s responses in the below audit findings will not repeat the above general management

overview, but it should be taken into consideration when reading management’s response to each audit
finding.
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REFERENCE # AND TITLE: 2004-1 Human Resources and Payroll

MANAGEMENT’S RESPONSE:

To improve the accuracy, efficiency and procedural control of the NOPS payroli, the School District is
replacing the Oracle payroll application and implementing a new payroll application from the Tyler
Technologies, Inc., Munis Division. The Payroil staff has received training on the operation of the Munis
Payroll application and it will be utilized at the beginning of the FY 2006. As part of this new payroll system,
new payroll control and processing procedures are developed, documented and implemented.

Person responsible for corrective action:

Mr. Darryl Kilbert . Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-2 Accounts Payable Disbursements

MANAGEMENT’S RESPONSE:

To improve the accuracy, efficiency and procedural control of the accounts payable, the School District is
replacing the Oracle Accounts Payable application and implementing a new Accounts Payable application from
the Tyler Technologies, Inc., Munis Division. The Accounts Payable staff has received training on the
operation of the Munis Accounts Payable application and is currently utilizing the system. As part of the new
Tyler Munis accounting system, new accounts payable control and processing procedures are being developed,
documented and implemented.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.1a.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-3 Reconciliations

MANAGEMENT’S RESPONSE:

District management understands the importance of reconciling all cash selected general ledger accountson a
monthly basis. All balance sheet accounts are currently reconciled with the exception of the old Liberty payroll
account where we are awaiting additional information. This account reconciliation will be finalized with any
necessary adjustments recorded in the FY 2006 books.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Loutsiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-4 Segregation of Duties - Cash and Investments
MANAGEMENT’S RESPONSE:

The School District believes that the responsibilities relating to the custody, recording and reconciliation of
cash and investments are property segregated.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anficipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-5 Interim Financial Reporting and Budget Monitoring

MANAGEMENT’S RESPONSE:

To improve the timeliness of recording and posting accounting information the District hired a new Controller
in August 2005. Additionally, the District’s management team has been preparing interim bi-weekly cash flow
financial reports for Board and the Louisiana Department of Education since November 2005.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) §96-4038
New Orleans Public Schools Email: darryl kilbert@nops.k12.1a.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-6 Accounting Software Training

MANAGEMENT’S RESPONSE:

To improve the accuracy, efficiency and procedural control of its financial systems the School District is
replacing the Oracle systems with new applications from the Tyler Technologies, Inc., Munis Division. As part
of the implementation of this software employees will receive sufficient training to efficiently and effectively
utilize the new software.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-7 Fixed Assets
MANAGEMENT’S RESPONSE:

Hurricane Katrina caused a significant portion of the School district’s assets to be destroyed. The School
District hired American Appraisal Associates to inventory the District’s assets. After the inventory is
completed the information will be inputted into a new computerized asset management system. To improve
the accuracy, efficiency and procedure control of Fixed Assets the School District is replacing the Excel Fixed
Assets spread sheets and implementing a new Fixed Assets application from the Tyler Technologies, Inc.,
Munis Division which will be integrated with Purchase Orders and Accounts Payable.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-8 Special Revenue / Billing

MANAGEMENT’S RESPONSE:

Upon arrival, Alvarez & Marsal formed a special group to catch up delinquent Special Revenue billing. This
wark was, however, impacted by Hurricane Katrina. A target date of September 30, 2006, has now been
established for billing all FY 2005 and FY 2006 invoices.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.]a.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-9 Internal Audit Function

MANAGEMENT’S RESPONSE:

Alvarez and Marsal, as part of its restructuring of the School District’s administrative and accounting
organizations will make a recommendation regarding all accounting and finance positions. Since the School
District has been reduced dramatically the need for all staff positions, the need for the internal audit function is
being re-evaluated. Recruiting for more qualified accountants is in process.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-10 Budget, Finance and Accounting Department Staffing
MANAGEMENT’S RESPONSE:

Alvarez and Marsal, as part of its restructuring of the School District’s administrative and
accounting organizations, will make a recommendation regarding all accounting and finance
positions. Since the School District has been reduced dramatically the need for all staff
positions, the internal audit function is being re-evaluated. Recruiting for more

qualified accountants is in process.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-11 Journal Entries
MANAGEMENT’S RESPONSE:

General Ledger posting rights in both Oracle and Munis systems are now severely restricted. Additionally,
all journal entries are now being reviewed and approved.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12.1a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-12 General Ledger Chart of Accounts
MANAGEMENT’S RESPONSE:

The chart of accounts used by the School District is based upon the structure prescribed by the Louisiana
Department of Education in its Louisiana Accounting and Uniform Governmental Handbook. To improve the
accuracy, efficiency and procedure control of General Ledger the School District is replacing the Oracle
General Ledger application and implementing a new General Ledger application from the Tyler Technologies,
Inc., Munis Division. This implementation, which went live on April 1, 2006, has reduced the General Ledger
chart of accounts from over 60,000 accounts to under 3,500 accounts.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-13 Delinquent Submission of Audited Financial
Statements

MANAGEMENT'S RESPONSE:

Currently, plans are being developed to accomplish the closing of the accounting records for June 30, 2006, by
September 30, 2006.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12.1a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-14 Proper Interfund Transactions and Identification of
Proper Fund

MANAGEMENT’S RESPONSE:

To improve the accuracy, efficiency and procedural control over Interfund accounting the School District is
replacing Oracle General Ledger application and implementing a new General Ledger application from the
Tyler Technologies, Inc., Munis Division. This new Munis accounting system integrates General Ledger,
Payroll, Purchase Orders and Accounts Payable. This integration, along with new accounting and internal
control procedures and processes, will improve the interfund accounting.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 856-4038
New Orleans Public Schools Email: damryl_kilbert@nops.k12.1a.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-15 Student Activity Funds and On-Site Purchasing

MANAGEMENT’S RESPONSE:

Student activity bank accounts were frozen afier Hurricane Katrina. New control procedures are currently
being established for these funds.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.1a.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-16 Disbursement Support Titles I, Part A, Title 1
Accountability, Title IT, Part A, Special Education Cluster, Child Nutrition Cluster and
Temporary Aid to Need Families

MANAGEMENT’S RESPONSE:

The District has begun efforts to improve documentation and processing controls that include the following: (a)
hiring a Accounts Payable Supervisor; (b} conducting joint meetings between Accounts Payable, Purchasing,
external funded programs and other department heads to promote a firm understanding that proper
documentation must be submitted for purchases and to foster a solid understanding of the inter-relationships of
functions provided by each department in the procurement process; (c¢) development and distribution of written
payment processing procedures to accounts payable staff members; (d) provide accounts payable staff with
proper training to ensure accurate, timely and consistent processing of vendor invoices, and (e) increased
emphasis on maintaining the integrity of Accounts Payable files, to include file sign in-out procedures when
copying information needed for special revenue reimbursement requests and auditing purposes.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: {(504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12.1a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-17 Suspension and Disbarment - Titles I, Part A, Title
I Accountability, Title 11, Part A, Special Education Cluster, and Temporary Aid to Needy
Families

MANAGEMENT'S RESPONSE:

The Purchasing Department implemented a procedure to obtain the required certification. This certification is
included with all requests for bids that exceed $100,000, regardless of source of funding.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12.]a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-18 Employee Classifications - Titles 1, Part A, Title I
Accountability, Title I1, Part A, Special Edncation Cluster, and Temporary Aid to Needy
Families

MANAGEMENT’S RESPONSE:

Since Hurmricane Katrina there has been an increased emphasis on the coding of payroll charges. Both the
Budget Director and the General Ledger Supervisor have been involved with the reviewing coding for
employee labor distribution.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing




REFERENCE # AND TITLE: 2004-19 Requests For Reimbursement - Titles I, Part A,
Title I Accountability, Title II, Part A, and Special Education Cluster

MANAGEMENT’S RESPONSE:

Upon arrival, Alvarez & Marsal formed a special group to catch up delinquent Special Revenue billing, This
group has worked to ensure all requests for reimbursement were properly reviewed and that all appropriate
supporting documentation was attached to all invoices prior to submission 1o the State.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12.1a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-20 Authorized Expenditures - Special Education
Cluster

MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They have ensured and will
continue to ensure that all expenditures are appropriate before being charged to an individual grant or contract.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12.1a.us
401 Nashville Avenue

New Otrleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-21 Employee Certifications- Child Nutrition Cluster
MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They are in the process of
developing policies and procedures to ensure that employee certifications will be completed semi-annually
(June 30 and December 31) along with a special summer certification. The policies and procedures will also
include appropriate provisions for employee(s) who resign in the middle of a certification cycle.

Person respousible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12.la.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-22 Disbursement Support — Child Nutrition Cluster

MANAGEMENT’S RESPONSE:

The District has begun efforts to improve documentation and processing controls that include the following: (a)
hiring a Accounts Payable Supervisor; (b) conducting joint meetings between Accounts Payable, Purchasing,
external funded programs and other department heads to promote a firm understanding that proper
documentation must be submitted for purchases and to foster a solid understanding of the inter-relationships of
functions provided by each department in the procurement process; (c) development and distribution of written
payment processing procedures to accounts payable staff members; (d) provide accounts payable staff with
proper training to ensure accurate, timely and consistent processing of vendor invoices, and {e) increased
emphasis on maintaining the integrity of Accounts Payable files, to include file sign in-out procedures when
copying information needed for special revenue reimbursement requests and auditing purposes.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl kilbert@nops.k12.1a.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing




REFERENCE # AND TITLE: 2004-23 Stipend Documentation — Title I, Part A and Title
IL Part A

MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They will ensure that all
expenditures are appropriate before being charged to an individual grant or contract. A stipend policy has been
developed and has been submitted to the State of Louisiana, Department of Education for approval. No
stipends are being charged to grants or contacts until approval of the stipend policy is received from the State
of Louisiana.

Person responsible for corrective action:

Mr. Darry! Kilbert Telephone: (504) 304-5680

Interimm Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12la.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-24 Employee Certifications
MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They are in the process of
developing policies and procedures to ensure that employee certifications will be completed semi-annually
(June 30 and December 31) along with a special summer certification. The policies and procedures will also
include appropriate provisions for employee(s) who resign in the middle of a certification cycle.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12 la.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-25 Employee Certifications—Title I, Part A
MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They are in the process of
developing policies and procedures to ensure that employee certifications will be completed semi-annually
(June 30 and December 31) along with a special summer certification. The policies and procedures will also
include appropriate provisions for employee(s) who resign in the middle of a certification cycle.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12.la.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-26 Employee Certifications — Temporary Aid to Need
Families

MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They are in the process of
developing policies and procedures to ensure that employee certifications will be completed semi-annually
{June 30 and December 31) along with a special summer certification. The policies and procedures will also
include appropriate provisions for employee(s) who resign in the middle of a certification cycle.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl kilbert@nops.k12.1a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-27 Disbursement Support — Title I1, Part A

MANAGEMENT’S RESPONSE:

The District has begun efforts to improve documentation and processing controls that include the following: {a)
hiring a Accounts Payable Supervisor; (b) conducting joint meetings between Accounts Payable, Purchasing,
external funded progtams and other department heads to promote a firm understanding that proper
documentation must be submitted for purchases and to foster a solid understanding of the inter-relationships of
functions provided by each department in the procurement process; (c) development and distribution of written
payment processing procedures to accounts payable staff members; (d) provide accounts payable staff with
proper training to ensure accurate, timely and consistent processing of vendor invoices, and (¢) increased
emphasis on maintaining the integrity of Accounts Payable files, to include file sign in-out procedures when
copying information needed for special revenue reimbursement requests and auditing purposes.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12.]a.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-28 Submission of Budget Revisions — Title I, Part A
and Title II, Part A

MANAGEMENT’S RESPONSE:

Since Hurricane Katrina, the School District has formed a Special Revenue group to manage all grants and
contracts. This group is knowledgeable of federal and state rules and regulations. They are working hard to
ensure that all budget revisions are being submitted on a timely basis.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-29 Journal Entry Support - Title I, Part A, Title I and
Title 11, Part A

MANAGEMENT’S RESPONSE:

Management has taken steps to improve the journal entry process and documentation. The process of
numbering, reviewing and filing journal entries was revised to improve internal controls by the following
actions (a) implementing a chronological log for journal entry number issuance; (b) limiting the number of
authorized persons eligible to post a journal entry; (c) assigning responsibility for review of entries for proper
documentation, and (d) instituting controls over removal of journal entries from the files,

Person responsible for corrective action:

Mr, Darryl Kilbert Telephone: (504) 304-5680

Interim Superintendent Fax: (504) 896-4038

New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us
401 Nashville Avenue

New Orleans, Louisiana 70115

Anticipated completion date: Ongoing

REFERENCE # AND TITLE: 2004-30 Estimated Salaries — Title I, Part A

MANAGEMENT’S RESPONSE:

The Payroll Costing process has been changed and is only posted on an actual basis. In other words, estimates
are no longer used.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.1a.us

401 Nashville Avenue
New Orleans, Louistana 70115

Anticipated completion date: Ongoing
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REFERENCE # AND TITLE: 2004-31 Maintenance of Effort Calculation — Title I, Part A
MANAGEMENT’S RESPONSE:

Management recognizes the need and importance of maintaining proper care and documentation to support the
expenditures and accuracy of the Title ] Maintenance of Effort Report. The procedures to prepare this report
have been reviewed and proper controls were implemented to ensure accurate information from the Annual
Financial Report (AFR) is reported on the Title I Maintenance of Effort Report.

Person responsible for corrective action:

Mr. Darryl Kilbert Telephone: (504) 304-5680
Interim Superintendent Fax: (504) 896-4038
New Orleans Public Schools Email: darryl_kilbert@nops.k12.la.us

401 Nashville Avenue
New Orleans, Louisiana 70115

Anticipated completion date; Ongoing
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Postlethwaite & Netterville

A Prfessional Accounting Corporation
CERTIFIED PUBLIC ACCOUNTANTS
2324 SEVERN AVENUE = SUITE A » METAIRIE, LOUISIANA 70001-1977 « TELEPHONE (504) 837-5990 » FAX (504) 834-3609

Independent Accountant’s Report
On Applying Agreed-Upon Procedures

To the Members of the
Orleans Parish School Board
New Orleans, Louisiana-

We wete engaged to perform the procedures included in the Louisiane Governmental Audit Guide and
enumerated below, which were agreed to by the management of Orleans Parish School Board and the
Legislative Auditor, State of Louisiana, solely to assist users in evaluating management’s assertions abont
the performance of The Orleans Parish School Board 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 sufficiency of these procedures is solely the respensibility of the specified users of
the report. Consequently, we make 1o 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.

Our procedures and findings are as follows:

General Fund Instructional and Support Expenditures and Certain Local Revenue Sources

1. Selection of a random sample of 25 transactions and review supporting docurnentation to determine if
the sampled expenditres/revenues are classified comectly and are reported in the proper amounts for
each of the following amounts reported on the schedule:

» Total General Fund Instructional Expenditures,

»  Total General Fund Equipment Expenditures,

¢ Total Local Taxation Revenue,

¢ Tatal Local Earnings on Investment in Real Property,
» Total State Revenue in Licu of Taxes, ‘

= Nonpublic Textbook Revenue, and

+  Nonpublic Transpertation Revenue.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided
for any transactions.

Education Levels of Public School Staff

2. Reconciliation of the total number of full-time classroom teachers per the schedule “Experience of
Public Principals and Full-time Classroom Teachers” to the combined total number of full-time
classtoom teachers supported by School Board payroll records as of October Ist.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided.
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3.

Reconciliation of the combined total number of principals and assistant principals per the schedule
“Experience of Public Principals and Fulltime Classroom Teachers” to the combined total of

sprincipals and assistant principals supported by School Board payroll records as of October 1st.

Supporting decumentation was destroyed during Horricane Katrina and could not be provided.

Receive the Orleans Parish School Board’s st of full-time teachers, principals, and assistant principals
by classification as of October Ist and trace a random sample of 25 teachers, principals, and assistant
principals to the individual’s personnel file and determine if the individual’s education level was
properly classified.. ‘

Supparting docnmentation was destroyed during Hurricane Katrina and counld not be provided.

Number and Tvpe of Public Schoois

5.

Obtain the Orleans Parish School Board’s list of schools by type compare the list to the schools and
grade levels as reported on the Title | Grants to Local Educational Agencies {CFDA 84.010)
application and/or the National School Lunch Program (CFDA. 10.555) application.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided.

Experience of Public Principals and Full-time Classroom Teachers

6.

Obtain the Orleans Parish School Board’s list of full-time teachers, principals, and assistant principals
by clessification as of October 1 and trace a sample to the individual’s personnel file to determine if
the individual’s experience was properly classified an the schedule.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided.

Public Staff Daia

7.

Obtain the Orleans Parish School Board’s list of all classroom teachers including their base salary,
extra compensation, and ROTC or tehired retiree status as well as full-time equivalent and &ace a
random sarple of 25 teachers to the individual’s personne! file and determined if the individual’s
salary, extra compensation, and full-time equivalents were proper,

Supportiog documentation was destroyed during Hurricane Katrina and counld not be provided,

Recalculate the average salaries and full-time equivalents as reported by the Orleans Parish School
Board.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided.

Class Size Characteristics

9.

{btain the School Board’s list of classes by school, school type, and class size and reconcile school
type classifications and trace a random sample of 10 classes to the October 1st roll books for those
classes and determine if the class was praperly classified.

Supporiting documentation was destroyed during Hurricane Katrina and could net be provided.

P&N




Louisiana Educaiional Assessment Program (LEAP) for the 215t Century

10. bbtain test scores as provided by the testing authority and reconcile scores as reported by the testing
authority to scores reported by the Orleans Parish School Board.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided.

The Graduation Exit Exam for the 215t Century

11. Obtain test scores as provided by the testing authority and reconcile scores as reportcd by the testing
authority to scores reported by the Orleans Parish School Board.

Supporting documentation was destroyed during Hurricane Katrina and could not be provided.
The lowa Tests

12. Obtain test scores as provided by the testing aunthority and reconcile scores as reported by the testing
authority to s¢ores reported by the Orleans Parish School Board.

Supporting decumentation was destroyed during Hurricane Katrina and could not be provided.

We were not engaged to, and did pot 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 use of management of Orleans Parish School Board, the 1.ouisiana
Department of Education, the Louisiana Legislature, and the Legislative Auditor, State of Louisiana, 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 Statate 24:513, this report is
distributed by the Legislative Auditor as a public document, .

I N

June 16, 2006




