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INDEPENDENT AUDtTORS* REPORT 

To the Board of Directors for 
Lyc6e Fran^ais de la Nouvelle-Orleans 
New Orleans, Louisiana: 

We have audited the accompanying statement of financial position of Lycee Frangais de la Nouvelle-Orleans 
("Lyces'') as of June 30, 2012, and the related statements of activities and changes in net assets and cash flows 

for the period from inception^ June 3,2011 to June 3 0,20) 2, These financial statements are the responsibility 
of Lycee's management. Our responsibility is to express an opinion on these financial statements based on our 
audit. 

We conducted our audit in accordance with auditing standards generally accepted in tlie United States of 
America and the standards apphcable to financial audits contained in Government Auditing Standards^ issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes consideration of internal control over financial reporting as a basis for designing audit procedures that 
are appropriate in the circumstances, but not for die purpose of expressing an opinion on the effectiveness of 
Lycee's internal control over fmancial reporting. Accordingly, we express no such opinion. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing die accounting principles used and significant estimates made by management, as 
well as evaluating the overall fmancial statement presentation. We believe that our audit provides a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Lyc6e Franpais de laNouvelle-Orleans as of June 30,2012, and the changes in its net assets and its 
cash flows for the initial period then ended, inconformity with accounting principles generally accepted in the 
United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 2S, 2012, 
on our consideration of Lycee's internal control over financial reportbg and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal confro i over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit. 

Pi^iMJiiAi(idl^)JM^/M 
New Orleans, Louisiana 
December 28, 2012 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 
STATEMENT OF FINANCIAL POSITION 

JUNE 30. 2012 

A S S E T S 

CURRENT ASSETS 
Cash and cash equivalents, unresiricied $ 460,996 
Accounts receivable, less allowance for doubtflil 

accounts of $18,095 69,748 
Grants receivable 37,448 
Prepaid rent ^ 3,075̂  

Total current assets 

EQUIPMENT 
Equipment 
Less: accumulated depreciation 

Equipment, net 

Total assets 

L I A B I L I T I E S AND N E T A S S E T S 

CURRENT LIABILITIES 
Accounts payable and accrued expenses $ 69,750 
Deferred revenue 601,960 

571,267 

24,911 

(3.321) 

21,590 

$ 592,857 

Total current liabilities 671,710 

NET ASSETS 
Unrestricted (78,853) 

Total net assets (deficit) (78,853)^ 

Total liabilities and net assets $ 592,857 

The accompanying notes are an integral part of this financial statement. 
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LVCEF. FRANCAIS DE LA NOUVELLE-ORrEANS 
STATEMEN I Oi' A( I IVl I ICS AND CHAMGES IN NET ASSETS 

PERIOD FROM INCEPTION JLINE 3> 201110 JUNE 30, 2012 

Revenues and support: 
Federal grants 
State grants 
Tuition and activity income 
Contributions 
Other income 
Net assets released from restrictiqns 

Total revenues and other support 

Expenses: 
Program services; 

Elementary and kindergarten 
Prekindergarten 
Special education 
Extracurricular activities 
Aftercare 

Support services: 
Business services and payroll 
Operations and maintenance 
Management and general 
Professional ajid start up costs 

Other support services 

Total expenses 

Change in net assets 

NET ASSETS AT INCEPTION 

NET ASSETS fPEFtClT) AT END OF THE YEAR 

Lnrestricted 

$ 
4S0.606 
518,451 
73,022 

347 
235,415 

1,307,841 

Temporarily 
Restricted 

$ 153,507 
81,908 

-
-
-

(235,415) 

Total 

S 153.507 
562,514 
518,451 
73,022 

m. 
- • 

1,307,841 

248,668 
406,026 
149,731 
48,596 
77,542 

86,755 
173,653 
94,400 
89,758 
11,565 

1,386,694 

(7M53) 

248,66S 
406,026 
149,731 
48,596 
77,542 

86,755 
173.653 
94,400 
89,758 
11,565 

1,386,694 

(78,853) 

(78,853) $ (78,8531 

The accompanying notes are an integral part of this financial statement. 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 
STATEMENT OF CASH FLOWS 

PERIOD FROM INCEPTION JUNE 3, 2011 TO .HINE 30. 2012 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets 
Adjustments to reconcile change in ne;t assets 

to net cash provided by operating activities: 
Depreciation expense 
Non-cash grant for equipment 
Changes in operating assets and liabilities: 
Accounts receivable 
Grants receivable 
Prepaid rent 

Accounts payable and accrued expenses 
Deferred revenue 

(78,853) 

3,321 
(15,000) 

(69,748) 
(37,448) 
(3,075) 
69,750 

601,960 

Net cash provided by operating activities 470,907 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase of equipment (9,911) 

Net cash used in investing activities (9,911) 

Ket increase in cash 460,996 

Cash and cash equivalents, inception 

Cash and cash equivalents, end oFyear 

The accompanying notes are an integral part of this financial statement. 

S 460,996 
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LYCEE FRANCAIS DE LA NOUVELLE ORLEANS 

NOTES TO FINANCIAL STATEMENTS 

L Summary of Sigdificant Accounting Policies 

Organisation 

Lyc^e Frangais de la Nouvelle-Orleans ("Lyc^e") was incorporated on June 3, 2011 as an educational 
institution organized to create a top-notch academic and multicultural school environment to inspire lis 
students to reach their full potential. At June 30,2012, Lycce offers classes in Prc-Kindcrgarten (3 year 
0!d), Pre-Kindergarten (4 year old), and Kindergarten organized per the French education model. 

The Board of Elementary and Secondary Education (BESE) approved the granting of charter to Lycee 
effective June 30,2011 for an initial period ending on June 30,2016, to operate a Type 2 Charter School, 
as defined in LA R.S. 17:3998(A)(2). Lycee commenced operations with the 2011-2012 school year. 

Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United Stales of America. 

Financial Statement Presentation 

The finajicial statement presentation follows the recommendalions ofthe Financial Accounting Standards 
Board milQtASCNo. 958 Nol-for-Frofit Entities, 

Lycee is required to report information regarding its financial position and activities according to three 
classes of net assets; unrestricted net assets, temporarily restricted net assets, and permanently restricted 
net assets. Accordingly, the net assets of Lycee and changes therein are classified and reported as 
follows; 

• Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations. 
• Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that will be 

niet either by actions of Lyc^c and/or the passage of time. 
• Permanently restricted net assets - Net assets subject to donor-imposed stipulations that neither 

expire by the passage of time nor can be tUlfiUed and removed by actions of Lycee pursuant to 
those stipulations. At June 30, 2012, Lycee has no permanently restricted net assets-

Cash and Cash Equivalents 

Cash includes amounts on deposit at local financial institutions. 

Accounts Receivable 

Accounts receivable are stated at the amount management expects to collect from outstanding balances. 
Management provides tor uncollectible amounts through a provifiion for bad debt expense and an 
adjustment to a valuation allowance based on its assessment ofthe current status of individual accounts. 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

NOTES TO FINANCIAL STATEMENTS 

I, Summary of Significant Accounting Policies (contmued) 

Accounts Receivable (continued) 

Balances that are still outstanding after management has used reasonable collection efforts are written off 
through a charge to the valuation allowance and a credit to accounts receivable. At June 30, 2012, 
management has established an allowance of Si 8,095 for estimated uncollectible receivables. 

Property aJid Equipment 

Lycee capitalizes all expenditures for property and equipment in excess of $5,000 and expenditures for 
repairs and improvements that materially prolong the useful lives of assets capitalized. Properly is 
recorded at historical cost or, if donated, at the approximate fair value at the date of donation. 
Depreciation ofthcsc assets is provided on the straight-line basis over their estimated useful lives of3 to 5 
years for furniture and equipment and 5 years for leasehold improvements. 

Contributions and Revenue Recô ĵ nition 

Lyc^e reports contributions of cash or other assets as restricted support if they are received with donor 
imposed restrictions or requirements that limit the use ofthe donation. A donor restriction ends when a 
time restriction is met or a purpose restriction is accomplished. As restrictions are met, assets are 
reclassi fied to unrestricted net assets and reported as net assets released from restrictions in the statement 
of activities. 

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

Contributed Services 

In addition, Lycee receives services donated by parents and community members in carrying out Lycee's 
mission. The value of these services is not recognized in the accompanying financial statements due to 
their unspecialized nature. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions thai affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

NOTES TO FINANCIAL STATEMENTS 

L Summary of StgiiHIcatit Accounting Policies fcontinuedl 

Functional Expenses 

The costs of providing the various programs and activities have been summarized on a fiinctional basts in 
Note 5. Accordingly, certain costs have been allocated among the instructional and supporting services 
benefited. 

Tuition Revenue and Deferred Revenue 

Tuition revenue represents amounts charged for students in Pre-Kindergarten (3 year old) and Pre-
Kindergarten (4 year old) classes. Revenue is recognized based on accrual accounting in accordance with 
generally accepted accounting principles, Lyc^c recognizes tuition revenue over the course ofthe tenn 
for which it is earned, regardless of when it is received. Receipt of tuition which has yet to be earned is 
recorded as deferred revenue. 

Tuition revenue includes school year tuition, summer camp tuition, and fees related to afterschool care 
services. 

Tax Exempt Status 

Lyc^e is a nonprofit organization exempt from the income taxes under provisions of tlie Internal Revenue 
Service Code Sections 501(c) (3) and the Louisiana Revised Statutes; tlierefore, no provision has been 
made for federal and state income taxes. 

Lyc^e applies a "more-likely-xhan-nol" recognition tlircshold for all tax uncertainties. This approach only 
allows the recognition of those tax benefits that have a greater than 50% percent likelihood of being 
sustained upon examination by the taxing authorities. As a result of implementing this approach^ Lyc^e 
has reviewed its tax positions and deiennined there were no outstanding or retroactive tax positions with 
less than a 50% likelihood of being sustained upon examination by the taxing authorities, therefore the 
implementation of this standard has not had a material effect on Lyct̂ e. Lycee's 2011 tax return was not 
remittedby the deadline which resulted in $3,771 in penalties and fees. Lycee's 2012 tax return has not 
been filed as ofthe report date and is on a valid extension. 

2. Grants Receivable 

Grants receivable as of June 30, 2012 are as follows: 

Due fi-om federal government $' 13,728 
(Passed through the State of Louisiana) 

Due from Stale of Louisiana 23.720_ 
S 37,448 
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LYCfeE FRANCAIS DE LA NODVELLE-QRLEANS 

NOTES TO FINANCIAL STATEMENTS 

3, Operating Leases 

During the period from inception through June 30, 2012, Lyc^e had the following lease agreements in 
place for the school facil ities used. In June 2011, Lycee entered into an operating lease agreement with 
First Presbyterian Church of New Orleans for the rental of property located at 5401 South Claiborne 
Avenue. The lease term is from July 1,2011 through July 1,2014. The lease agreement does provide for 
an extension ofthe lease term for two additional years if certain conditions are met. 

Lycee entered into a 5 year operating lease agreement commencing on July l, 2012 with St. Francis of 
Assisi Roman Catholic Church for the rental ofthe former St. Francis of Assisi School located at 5951 
Patlon Street, fhe lease agreement provides for two consecutive five year extensions ofthe lease term if 
certain conditions are met, 

A Cooperative Endeavor Agreement for the use ofthe area of Audubon Zoo known as the Nim's Karly 
Childhood Classroom was entered into for the period from August 31, 2011 through May 26, 2012 at 
$3,000 per month. 

Future minimum lease payments under operating leases as of June 30,2012 ^ e as follows: 

Period Ending June 30 Amount 

2013 t 196,900 
2014 237,800 
2015 278,700 
2016 289,600 
2017 250,000 

Rent expense for all operating leases during the period ended June 30, 2012 was $71.500. 

3. Line of Credit 

During the period ended June 30. 2012, Lyc^e had an unsecured line of credit with a local financial 
institution at 6.5% annual interest. The avaitable line of credit balance at .lune 30,2012 was S250,000. 
The balance on the line of credit was zero at June 30,2012. 1 he line of credit was closed on July 6,2012. 

4. Functional Allocation of Esnenses 

Expenses have been reported in the statement of activities by natural classification. Lyc^e presents 
functional classifications of expenses charged to program services. Instructional program services 
represent management's estimate ofexpenses that can bedirectly allocated to supporting classroom and 
teaching activities and programs. Support services include those expenses related to the administrative 
operations. Including accounting and administrative functions, Functional expenses for the period ended 
June 30, 2012 are as listed on the following page: 

8-



LYCEE FRANCAIS DE LA NOLIVELLE-ORLEANS 

5. 

NOTES TO FINANCIAL STATEMENTS 

Functional Allocation of Exoenses tcotitinued) 

Program 
Services 

Salaries $ 570,838 
Employee benefits 116,684 
Materials and supplies 91,254 
Miscellaneous 
Occupancy 130,082 
Professional and technical services 21,705 

Total expenses $ 930,563 

Credit Risk Concentration 

Support 
Services 

$ 167,179 
55,386 
31,074 
50.491 
65.041 
86,960 

S 456,131 

Tbtal 

$ 738,017 
172,070 
122.328 
50,491 

195,123 
108,665 

S 1,386,694 

6. 

Lyc^e deposits its cash and cash equivalents with financial institutions in the greater New Orleans area. 
Non-interest bearing cash accounts at each financial institution are fully insured by NCUA Lisurance. As 
of June 30,2012, all Lycee's deposits are fully insured. 

7. Defined Contribution Retirement Plan 

Lycee has a 401(k) plan that was adopted on July 20, 201L Employees 21 years of age and older are 
eligible to participate in the plan the first day of each month following their hire date. Under the teims of 
the plan, Lycee matched 100% ofthe employee's contributions up to 5% of total salary. For the period 
ended June 30, 2012, Lycee made $33,712 in employer matchmg contributions to the plan. 

8. Contingencies-Grant Progratns 

Lycee participates in a number of state and federal grant programs, which are governed by various rules 
and regulations. Costs charged to the respective grant programs are subject to audit and adjustment by tlie 
grantor agencies; therefore, to the extent that Lycee has not complied with the rules and regulations 
governing the grants, refunds of any money received and the collectability of any related receivable as of 
June 30,2012 might be impaired. In management's opinion, there are no significant contingent liabilities 
relating to compliance with the rules and regulations governing state and federal grants; therefore, no 
provision has been recorded in the accompanying financial statements for such contingencies. Any costs 
that would be disallowed would be recognized in the period agreed upon by the grantor agency and 
Lyc^e. 

9. Economic Dcnendcncv 

Lyc6e receives the majority of its revenue from the State of Louisiana Minimum Foundation Program 
Funding and from various federal grants passed through the State of Louisiana. The grant amounts are 
appropriated each year by the federal and state governments. If significant budget cuts are made at the 

-9 -



LYCEE FRANCAIS DE LA NOLVELLE-ORLEANS 

NOTES TO FINANCIAL STATEMENTS 

9. Economic Dependency (continued) 

federal and/or state level, the amount of funds Lyc^e receives could be reduced significantly and have an 
adverse impact on its operations. Management is not aware of any actions that will significantly affect the 
amount of funds Lycee will receive relating to its grant awards. 

10. Working Capital Deficit 

As shown in the accompanying fmancial statements at June 30,2012, Lycee's cutrent liabilities exceeded 
its current assets by $100,443, During the period ended June 30, 2012, Lycee reported a net deficit of 
$78,853. 

On November 12, 2012 the Board approved a revised budget for the year ended June 30,2013, with 
revenues in excess of cxpcndimrcs of $89,499. The budgeted increase in net assets for the year ended 
June 30, 2013 will reduce the fund balance deficit that existed at June 30, 2012. Management and the 
Board have accomplished this through reductions to salaries, benefits, and supplies provisions. The 
budget was accepted by the Louisiana Department of Education on December 13, 2012. Lycee has also 
launched its inaugural Annual Giving Campaign on December 10.2012. Lyc6e is committed to utilizing 
its fmancial resources efiiciemly and fundraising within llie school and community in order to address its 
fmancial position, 

IL Subsequent Events 

Management has evaluated subsequent events through the date that the finajicial statements were 
available to be issued, December 28. 2012, and determined tliat the following items require disclosure. 

In August 201 % Lyc^e expanded its operations to include an additional location at 5951 Patton Street. 
As a result ofthe expansion, Lycde entered into an operating lease agreement which is disclosed at Note 
3. Lycee added the l" and 2'"̂  Grades for the 2012-2013 school year. 

On December 20, 2012, the State of Louisiana Depaitment of Education and the Louisiana Charter 
School Association announced a partnership to support the Board of Directors of Lycee through the 
engagement of a consultant to assist (he Board. The consultant's objectives include the creation of a 
Chief Executive Officer (CEO) candidate profile, design of a CEO search process, and other 
recommendations to the Board of Directors of Lycee regarding roles and processes whhin Lycee. The 
Louisiana Charter School Association has agreed to fund this engagement through private donations. 

- 1 0 -
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMFLLVNCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GO VERNMENTA UDITING STANDARDS 

To the Board of Directors for 
Lycee Frangais de la Nouvelle-Orleans 
New Orleans, Louisiana: 

We have audited the financial statements of Lycee Frangais de la Nouvelle-Ort^ans ("Lycee") as of and for the 
period ended June 30,2012, and have issued our report thereon dated December 2g, 2012. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General ofthe United Slates. 

Internal ContTol Over Financial Reporting 

Management of Lycee is responsible for establishing and maintaining effective internal control over financial 
reporting. Tji plaiming and performing our auditj we considered Lycee's internal control over fmancial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
fmancial statements, but not for the purpose of expressing an opinion on tihe effectiveness of Lycee's internal 
control over financial reporting. Accordingly, we do not express an opinion on the effecfiveness of Lycee's 
internal control over financial reporting. 

OUT consideration of internal control over fmancial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses and tlierefore, tliere can be no assurance 
that all deficiencies, significant deficiencies, or material weaknesses have been identified. However, as 
described in the accompanying schedule of financial statement findingSj wc identified certain deficiencies in 
internal control over financial reporting that we consider to be material weaknesses and other deficiencies tliat 
we consider to be significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or delect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in 
internal control, such tliat there is a reasonable possibility that a material misstatement of tlie entity's fmancial 
statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiencies 
described in the accompanying schedule of fmancial statement fmdings, items 2012-01 through 2012-03, to be 
material weaknesses. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. We 
consider the deficiency described in the accompanying schedule of financial statement findmgs, item 2012-04, 
to be a significant deficiency. 

30th Floor' Energy Centre " MOO Povdras Street * Mew Orleans. LA 70163-3000 • Tel: 504.569378 
One Galleria Blvd,, Suite 21Q0 • Metairie. LA 70001 » Tel; 504.837.5990 • Fax; 504.834,3609 
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Compliance and Otlier Matters 

As part of obtaining reasonable assurance about whether Lycee's fmancial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance witli which could have a direct and material effect on the determination of 
fmancial statement amounts. However, providing an opinion on compliance witli those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
an instance of noncompliance or other matters that are required to be reported under Government Auditing 
Standards which are described in the accompanyijig schedule of financial stateroent tmdings as item 2012-05, 

Lycee's responses to findings identified in our audit are described in the accompanying schedule of financial 
statement findings. We did not audit Lycee""s responses and, accordingly we express no opinion on lliem. 

This report is intended solely for tlie information and use ofthe Board of Directors, management, and tlie 
Legislative Auditor's Office, 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 

New Orleans, Louisiana 
December 28, 2012 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLfeANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 
FOR THE PERIOD ENDED JUNE 30. 2012 

2012-01 Balance Sheet Account Reconciliations 

Cori.tiiioii Account reconciliations were not prepared on a monthly basis for all significam balance sheet 
accounts. When the account reconciliations were prepared, the review was not perfonned in a timely 
manner. Prior to October 2012, financial statements were not provided to the Board of Directors. 

Criteria; Account rcconcil iations should be prepared in a timely manner for all significant balance sheet 
accounts. The reconciliations should be reviewed in a litnely manner by someone other than the preparer 
and the review should be documented. 

Ejects As a result of die impact ofthe above, adjustments to balance sheet accounts were identified by 
management as part of the year end procedures and preparation for the annual audit. The lack of proper 
procedures in performing the reconciliation process throughout the year has impacted Lycee's fmancial 
controls and the ability to provide timely and accurate financial infonnation to the Board of Directors. 

Cause: Proper procedures and controls over account reconciliations were not perfonned or not 
documented during the year. 

Recommendation: Lyc^e should implement a policy in which all significant balance sheet accounts 
including all cash accounts, account receivable, prepaid expenses, accounts payable, and other liabilities 
arc reconciled on a monthly basis and reviewed for agreement to the general ledger. The review should be 
perfonned by someone other than the preparer in a timely manner and be documented. In addition, 
monthly financial statements should be provided by management to the Board for review. 

Management Response: To implement proper reconciliation procedures and address the deficiency in 
fmancial reporting, in August 2012 Lycee hu-ed an experienced Certified Public Accountant (CPA) to 
serve as the Director of Finance and Operations (DFO)-

The DFO is responsible for reconciling all significant balance sheet accounts monthly. Significant 
accounts for Lycce include: cash, accounts receivable, prepaid expenses, accounts payable, and grants 
receivable. The reconciliation reports are provided to the Finance Committee, who reviews for 
reasonableness and agreement to the general ledger. This review is documented by the sign off of any 
Finance Committee member. 

Tlie DFO is also responsible for monthly financial reporting to the Board of Directors and beginning in 
October 2012, has provided current ilnancial reports to the Board of Directors at their monthly public 
meeting. 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 
FOR THE PERIOD ENDED JUNE 30,2012 

2012-02 Internal Controls over Payroll Processing 

Condition: As part of our procedures performed, we observed the following regarding payroll processing; 

• The Business Manager was responsible for processing payroll, adding new employees, 
removing terminating employees, makingpay rate changes, recording amounts in the general 
ledger, and reconciling the payroll account. 

• Payroll was processed by the Business Manager either in-house or through a third party 
provider with no documentation of review. 

• Teachers, teachers' assistants, and administrative employees did not have documentation of 
approved pay rates. Employees were paid different pay rates based on the duties performed 
each pay period which made the payroll process more complex. 

• Time sheets for employees did not have documented approval by a reviewer. , 
• Payroll withholding amounts were not accurately reported on the quarterly 941 forms and not 

properly withheld from an employee's gross payroll. An employee did not liavc S344 of 
Social Security and Medicaid taxes withheld from her check in the first quarter of 2012. 
Lycee remitted S607 to the Internal Revenue Service in correction ofthe error. 

Criteria: Adequate segregation of duties is an important aspect of an effective internal control 
environment. Internal controls should be designed and implemented to provide adequate review 
procedures and documentation ofthe procedures performed. 

Effect: Internal controls over the processing of payroll were not adequately designed or implemented 
during the period ended June 30, 2012. Proper segregation of duties was not in place and review 
procedures performed were not documented. 

Cause: Proper procedures and controls over payroll processing were not perfonned and not documented 
during the year 

Recommendation: Lycee should implement proper segregation of duties over the payroll process. 
Management should implement appropriate preventive or detective controls over the payroll process, 
including timely review ofthe payroll register by a member ofthe executive management team or the 
Board. This review should be documented. In addition, Lycee should include appropriate documentation 
for approval for authorized salary amounts or changes in rate of pay in each employee's personnel file. 
Time sheets as applicable should be reviewed by management and this review should be documented. 
The Principal should review on an as needed basis a report of pay rate changes to the master file 
maintained by the third party provider. 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 
FOR THE PERIOD ENDED JUNE 30. 2012 

2012-02 Internal Controls over Payroll Processing Ccontinued) 

Management Response: As of tlie date of this report, Lyc^e has implemented the following controls over 
payroll processing. 

Control 

Review and Approval 
of Tiitie&heeis- A 

Review and Approval 
ofTimeslieeLs-B 

Review and Approval 
of Payroll Register 

Approval over 
Payroll Account 
Puiiding 

Aiitliorizfltion of Pay 
Rates and Changes to 
Eimployee Status-A 

Authorization of Pay 
Rates -B 

Control Type 

Preventative, Manual 

Preventative, Manual 

Preventative. Manual 

Detective. Manual 

Preventative, Manual 

Detective. Manual 

Frcfjucncy 

Weekly 

Bi-Weekly 

Bi-̂ Weeklv 

Bi-Weeklv 

As needed 

Bi-Wuekly 

Ocscri|ition 
Weekly timc<;lKcis submit hy hourly employctis are 
reviewed and approved by Iht employee's supervisor 
(documented via email) prior to being submit to the 
business office for payroll. 
Approved, individual tiniesheetsare compiled intoamasier 
timesheet report by the Assistant to the DFO. The DFO 
reviews and si^ns otT on the master timesheet prior to 
creating payroll. 
The D1"0 subniila a payroll detail report along with the 
master timesheet report to the Director for approval. The 
Director signs od'on the payroll detail prior to the DFO 
approving payroll in the accounting system. 
The DFO submits Ihe payroll detail signud hy the Director 
(who is the ilrst cheek signer), iilong with a request for a 
Imnsfer of funds from the Operating to Payroll Account, to 
the second check signer. The second check signer reviews 
the report for reasonableness and validates that the amount 
of tlie transfer requested matches the total ofthe payroll 
detail report before transferring (he funds. 
Changes to an employee's rale of pay or status are 
documented in the employee's personnel file by an 
employment agreement, pay rate change form, or exit 
paperwork as applicable. The documents possess the dual 
signatures ofthe employee and the Director. 
Each pay period, the DFO sends the Director a master pay 
schedule run directly in the payroll system. The Director 
checks this report for any changes to employees' rates of 
pay or employment Status and will request the relevant 
support for any unexpected changes noted. Relevant 
support for such a change inetudes; an authorized pay rate 
change form, exit paperwork or an employment agreement, 
possessing the dual signatures noted above in Authorization 
of Pay Rates and Changes to Employee islatus-A. The 
Director may niso run this report at random intervals using 
the Director's unique access to the accounting system. 

Management also notes an overly complex pay structure, put in place by the prior administration, in which 
there are many part-time employees who perfoiTn duties such as day care ajid lunch for few hours per week 
at differing, undocumented pay rates, as well as additional pay to employees for duties perfoiTned during 
their regular salaried hours, and differing rates amongst substitutes. In subsequent years, Lyc6e will 
endeavor to set employee salaries at a level that compensates for all duties performed and to pay its 
employees in accordance with a singular pay scale. 

- 1 5 -



LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 
FOR THE PERIOD ENDED JUNE 30, 2012 

2U12-03 Internal Controls over Disbursement Processing 

Condition: As part of our procedures performed, we observed the following regarding disbursement 
processing: 

• The Business Manager was responsible for processing disbursements, adding new vendors, 
signing checks, recording amounts in the general ledger, and reconciling the operating 
account. 

• Disbursements were processed by the Business Manager and the appropriate approval was not 
consistently documented on the invoice or check request form. General ledger account coding 
was not consistently documented on each invoice. 

• The check signing requirements in place permitted one authorized check signer to sign checks 
less than $5,000 and checks in excess of S5.000 required two authorized check signers. 

• A debit card for the operating account was maintained and used by Lyc^e. The appropriate 
approval was not consistently documented for debit card transactions. Lycee also used on
line web-sites to make retail purchases in which documented authorization was not obtained 
prior to completing the purchase. 

• Management was unable to provide supporting documentation/invoices for three 
disbursements that totaled S2,500. The three vendors did appear reasonable based on the 
operations ofthe school, however we did not observe supporting documentation for the three 
disbursements. 

Criteria: Adequate segregation of duties is an important aspect of an effective internal control 
environment. Internal controls should be designed to provide adequate review procedures and 
documentation of the procedures performed. 

Effect: Internal controls over the processing of disbursements, including debit card transactions were not 
adequately designed or implemented during the period ended June 30,2012. Proper segregation of duties 
was not in place and review procedures performed were not documented. 

Cause: Proper procedures and controls over disbursement processing were not performed and not 
documented during the year. 

Recommendation: Lyc^e should implement proper segregation of duties over the disbursement process. 
Management should implement appropriate preventive or detective controls over the disbursement process, 
including documentation of approval of invoices and debit card transactions. Authorized check signers 
should not perform functions to record the activity in the general ledger or to reconcile the operating bank 
account. Management should maintain the appropriate documentation and invoices for disbursements. 

- 1 6 ' 



LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 

FOR THE PERIOD ENDED JUNE 30, 2012 

2012-03 Internal Controls over Disbursement Processing (continued) 

Management Response: As ofthe date of this report, Lycee has implemented the following controls over 
disbursement processing: 

Control 
• 1 

Approval of Invoices 

Review and Approval 
of Payment 

Dual Check Signing 

Check Issuance and 
SiRiiinA 

Credit Card Usage 

Creation and 
Approval of Purchase 
Orders 

Budj*et Compliance 

Budget Monitorine 

Control Type 

Preventative, 
Mfinual 

Preventative. 
Manual 

Preventative, 
Automated 

1 

Detective. Manual 

Preventative, 
Automated 

Preventative, 
Manual 

Preventative, 
Manual 

Detective, 
Manuel 

Frequency 

As needed 

Weekly 

As needed 

Weekly 

n/a 

As needed 

As needed 

Monthly 

Description 
All invoices are received by the A.'̂ sistatii to the DFO (Assistant). 
Prior to entering a payable, the Assistant stamps the invoice afld 
nils oui- the date, due daie, account number and elass (e.g.: 
restricted, general fund, etc.) and submits to the DFO for 
approval. The DFO signs to approve, and the Assistant initials 
once the invoice has been entered in the accounting system. 
E^h week the Assistant uses the accounting software to run a 
current Accounts Payable (AP) listing. The DFO circles which 
items to pay and signs and dales ihe AP report. The Assistant 
creates payment for and prints checks for the items indicated. 

All checks are signed by iwo signers. The checks are primed 
such that it is indicated dtercon that the cheek is not valid 
without two signatures. 
Each week Ihc check signers receive a folder with checks to sign. 
Before signing, the signers review for the following 
documentation attached to each check: invoice stamped with tlie 
account number ;uid approved for payment by die DFO; purcha.<;e 
order approved hy the DFO or Director and DFO, if applicable; 
and shipping documentation, dated and initialed by tlie Assistant 
to tlie DFO, if applicable. 

As of A Ĵgust 2012 Lyc^e does not have a debit card or a credit 
card. All payments go through the cheek is.'iuanee process 
detailed above. 
No item is purchased unless it is approved by the DFO or 
Director. If an employee would like to make an order he or she 
must send a request via email to the Assistant to the DFO and 
indicate whether the item was approved by the Director. The 
Assistant creates a purchase order (PO) for the item(s). If the 
itcm(3) are under $1,000 the DFO will .sign to approve the PO 
and the Assistant will order. If tiie item is over $1,000, or if tlie 
items are not typical instructional or supply items, the DFO will 
obtain a second signature from the Director. 
Both recurring (e.g. rent, contracts, and salaries) and non-
recurrinij (e.g. materials and supplies) are provided for in the 
annual budget which is created by the DFO and approved by the 
Board of Directors. Recurring expenditures are checked for 
variance against the approved recurring amount. Non-recurring 
expenditures are evaluated against budgetar>' provisions before 
they arc approved for purchase hy the DFO and Direcior. 
Mondily, the DFO provides a Dudget to Actual Income 
Statement to die Board of Directors. The analysis which includes 
over/under budget amounts and percent of avaikble budget used 
to date can be found on the govertiance seeiloti of ihc School's 
website. 
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LYCEE FRANCAIS DE LA NOUVELLE ORLEANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 
FOR THE PERIOD ENDED .lUNE 30, 2012 

2012-03 Internal Controls over Disbursement Processing (coiitiiiued) 

Management Response (continued): Early in the fiscal year. Management identitledthatlhere wasalack 
of control over access to llie School's online andover-the-phone retail accounts. Employees who did not 
work in the purchasing function had the ability to create and receive orders without approval, to correct 
the deficiency, online and phone retailers were contacted by management and instructed to only accept 
orders from Lyc^e that include an authorized PO and online account passwords were reset. 

2012-04 Pavroll amounts paid to Prindpal 

Condition: The first Principal hired by the Board resigned effective April 2,2012. The Principal did not 
have a signed employment agreement with Lycee. The Principal received payroll and health benefits after 
her resignation and after she was no longer working for Lycee. During the period April 13,2012 through 
July 6,2012, this employee received salary and benefits in the amount of $29,S78 by Lycee. We did not 
observe any documented approval or authorization for these amounts to he disbursed. 

Criteria: Payroll amounts paid should be properly authorized and approved. Authorisation and approval 
should be documented. Lycee should have a process and proper controls in place regarding terminated 
employees. 

Effect: The first Principal was paid amounts through payroll and received health benefits which we were 
unable to observe documented authorization or approval for the amounts disbursed. 

Cause: Proper procedures and controls over payroll and disbursement processing were not performed and 
not documented during the year. 

Recommendation: Management should maintain the appropriate documentation and authorization for 
payroll amounts and disbursements. The Principal should have a documented employment agreement. 
Lycee should implement a process to remove terminated employees froin the payroll register. 

Monagement Response: For active employees as of August 2012, management retains in their personnel 
files: signed employment agreements that note approved rates of pay. As noted at Management's 
Response lo material weakness no. 2012-02, Management has implemented preventative and detective 
internal controls over payroll processing, including review and approval over the payroll register. 

As ofthe date of this report, Management has implemented a process to remove terminated employees 
from the payroll register. Depending on the position, exit paperwork is filled out by the Director, or a 
member ofthe Executive Committee ofthe Board. The paperwork includes the date and amount ofthe 
terminated employee's last paycheck and indicates the type of payment {e.g. severance, accrued leave, 
etc.). A signed copy is filed in the employee's personnel t1le. The Director also reviews the biweekly 
payroll registers for proper exclusion of terminated employees. 
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LYCEE FRANCAIS DE LA NOUVELLE-ORLEANS 

SCHEDULE OF FINANCIAL STATEMENT FINDINGS 
FOR THE PERIOD ENDED JUNE 30, 2012 

2012-05 Board member expenses 

Condition: During the course of our audit, we were made aware that Lyc6e had provided a cell phone plan 
to a board member without the approval ofthe Board of Directors. The total amount of cell phone 
payments made for the benefit ofthe board member totaled S627 during the period ended June 30,2012. 
This amount was reimbursed in July of 2012 by the board member to Lyc6e. 

Criteria: Bulletin 126 of Louisiana charter school law provides that board members of each charter 
operator shall receive no compensation other than reimbursement of actual expenses incurred while 
fulfilling duties as a member ofthe board. 

Effect: Lyc^e was not in compliance with the requirements as described in Bulletin 126 of Louisiana 
charter school law. 

Cause: Proper procedures and controls over disbursement processing were not performed and not 
documented during the year. 

Recommendation: Management should implement appropriate preventive or detective controls over the 
disbursement process, including documentation of approval of invoices and debit card transactions. 

Management Response: As ofthe date of this report, the total amount ofthe cell phone payments has been 
reimbursed by the Board member lo Lycee. Based on the advice of the Louisiana Department of 
Education, documentation ofthe incident has been filed with the State Board of Ethics. 

As noted above, hi Management's response to 2012-03, Lycee has implemented preventative and detective 
internal controls over disbursements, including documentation of approval of invoices. 

A critical factor in the successful implementation ofthe internal controls described herein, particularly in 
addressing the lack of segregation of duties noted throughout, is the hiring of an Interim CEO who has 
both Academic and Business experience, a Director of Finance and Operations who is a CPA, and an 
Assistant to the DFO who holds a degree in Business. Management considers the current staff to have 
sufficient and appropriate knowledge and training to cari^ out the control functions for which they are 
responsible. 

- 1 9 -
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Independent Accountants' Report 
On Applying Agrced-Upon Procedures 

To tlic Board of Directors 
Lycce Franfais de la Nouvellc-Orlcans 
New Orleans, T/kiii<iiana: 

We have perfonned tlie procedures included in the Louisiana Governmental Audit Guide and enumerated 
below, which were agreed to by the management of Lycee Frangais de la Nouvelle-Orleans ("Lycee'*) and 
ihe Legislature Auditor, Stale of Louisiana, solely to assist users in evaluating management's assenions 
about the performance and statistical data accompanying the atutual financial statements of Lycee and to 
determine whether the specified schedules are free of obvious eirors and omissions as provided by the 
Board of Elementary and Secondary Education (BESE) Bulletin as related to the limited procedures 
performed herein TTiis agr*^-"POn procedures engagement was performed m accordance with standards 
establishcxi by the Amencan Institute of Certified Pubhc Accountants The sufficiency of these 
procedures is solely tlie responsibility of the specified users of the report. Consequently, we make no 
representation regarding the sufticiency of the procedures described below cither for the purpose for 
which this report has been requested or for any other purpose 

Our procedures and fmdings relate to the accompanying schedules of supplemental information and are as 
follows. 

Gmeral Fund Jtrsimcitonal and Support Expeuditwes and Certain Loco/ Revenue Sources ("Schedule J) 

1 We selected a random sample of 25 transactions and reviewed supporting documentation to 
determine if (he sampled expendiiures'revenues are classified correctly and are reported in the 
proper amounts for each ofthe following amounts reported on the schedule: 

• Total General Fund Instructional Expenditunss, 
e Total General Fund Equipment Expenditures, 
• Total Local Taxation Revenue, and 
• Total State Revenue in Lieu of Taxes. 

We Duted DO exceptions. 

30t}i Door Energy Centre - 1100 Poydras Street • New Oileans, LA 70163-3000 - Te: &045692978 

One Galteria Blvd. Suite 21C0 • Metdirie, U 70001 • Tel &0-i837 59!jO • Fax-b04 b34.3609 



Education Levels of Public Sckooi Sta^ (Schedule 2) 

2 We reconciled the total number of full-time classroom teachers per the schedule '*Expenence of 
Public principals and Full-time Classroom Teachers" (Schedule 4) to the combmed total 
number of ftill-time classroom teachers per this schedule and to Lycee supportmg pa>ToU 
records as of October I''. 

We noted no exceptions. 

3. Wc reconciled the combined tola! of principals and assistant pnncipals per the schedule 
"Experience of Public Pnncipals and Full-time Classroom Teachers" (Schedule 4) to the 
combined lolal of principals and assistant principals per this schedule. 

Wc noted no exceptions. 

4. We obtained a list of fiill-timc teachers, principals, and assistant principals by classification as 
of October 1" and as reported on the schedule. Wc traced a random sample of 9 employees to 
the individuafs personnel file and determine if the individuars education level was properly 
classified on the schedule. 

Wc noted no exceptions. 

Number and Tvne of Public Scltools {Schedule 3) 

5 We obtained a list of schools by t)'pe as reported on the schedule. We compared the list to the 
schools and grade levels as reported on the charter application 

We noted no exceptions. 

Experience of Public School Pnncipals aird Full-time Classroom Teachers (Schedide 4} 

6 We obtained a list of full-tune teachers, pruicipals, and assistant principals by classification as 
of October 1 and as reported on tlie schedule and Û aced the same sample used in procedure 4 to 
the individual's personnel file and determined if the individuaPs expencnce was properly 
classified on the schedule. 

We noted no exceptions. 

Public School Staff Data {Schedule 5) 

7. We obtained a list of all classroom teachers including theu- base salaiy', extra compensation, and 
ROTC or rehired retiree status as well as full-time equivalent as reported on the schedule and 
traced a random sample of 7 teachers to the individual's personnel file and determined if tJie 
individuaPs salar\', extra compensation, and full-time equivalents were properly included on the 
schedule. 

Wc noted no exceptions. 

P&N 



8 W'e recalculated the average salaries and fnll-time equivalents reported in the schedule. 

We noted no exceptions. 

Class Stzc CharactensUcs {Schedule 6) 

9 We obtained a list of classes by school, school t '̂pe, and class size as reported on the schedule 
and reconciled school type classifications to Schedule 3 data, as obtained in procedure 5. W'e 
then traced a random sample of 6 classes to the October 1° roll books for tliose classes and 
determined if the class was properly classified on the schedule. 

We noted no exceptions. 

l^ouisiana Educational Assessment Proî rarn fLE4P) for the 2V^ Century (Schedule 7} 

10 We noted during the period ended June 30, 2012, Lycce operated Pre-Kindergarten (3 year old) 
tluxjugh Kindergarten classes Tlie LE-AP assessment was not administered to any students 

Not applicable. 

The Graduation Exit Exam for the 21° Century (Schedule S) 

11 We noted during the period ended June 30, 2012, Lycce operated Pre-Kindergarten (3 year old) 
through Kindergarten classes The Graduation Exit Exam was not administered to any students 

Not applicable. 

77jg fowa Tests (Schedule 9} 

11. We noted durmg the period ended June 30, 2012, Lycee operated Pre-Kindergarten (3 year old) 
tiirougli Kindergarten classes. The Iowa Tests were not administered to any students. 

Not applicable. 

Wo were not engaged to, and did not, perform an examination, the objective of which would be the 
expression of an opinion on management's assertions. .Accordingly, we do not express such an opuiiou 
Had we performed additional procedures, other matters might have come lo our attention that would have 
been reported to you 

This report is intended solely for the use of management of ihc Lycee, the Louisiana Department of 
Education, tlie 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 ofthe 
procedures for their purposes. Under Louisiana Revised Stamte 24 513, this report is distributed by the 
legislative Auditor as a public document. 

P ^ 4 M M ^ i ^ ' ^ ^ ^ ^ ^ ^ 
New Orleans, Louisiana 
December 28, 2012 
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General Fund Instructional and Eqaipmcnt Expeoditures 

General Fund Instructional Expcnditurcs 
Teacher and Suidciit Interaction Activities 

Cla^sronni Teacher Salaries S .^96.485 
Other Instructional Staff Activities 95,568 
Employee Benefits 90.774 
Purchased Professional and Technical Services 12,743 
Instructional Materials and Supplies 17,510 
Instniotion-dl Equipment 18.479 

Total Teacher and Student Interaction Activities $ 631,559 

Olher Instruclional AclivUies 3,478 

$ 635,057 

Pupil Support Activities S 8,526 

Less Equipment for Pupil Support Activities -
Net Pupil Support Activities $ S,526 

InstrucUonal StairScrviccs S 1,508 
IJCSS fequipmenl for instructional staff services 

Net Instruclional Staff Ser\'ices $ 1,508 

School AdininisU-alion $ 278,056 
Less. Equipineni for Scliool Adniinisiration 

Kei School Administration $ 278,056 

Total General Fund Instructional Expenditures $ 923.127 

Total General Fund Equipment Expenditures $ tS.479 

Certain LxMrnI Rcvcnne Sources 
\A)Cii\ T.i\»imn Reveiuie 

Conshtnliojial Ad Valorem Taxes $ 
RcnC^vablc Ad Valorem Tax 
Debt Service Ad Valorem Tax-
Up to {% of Collections by the Sheriff on Taxes 
Sales and Use Tax -

Total Local Taxation Revenue _$ -

State Revenue in Lieu of Taxes 
Revenue Sharing - ConslUutiona! Tax S 
Revenue Sharing - Other Taxes 
Revenue Sharing - Excess Portion 
Other Revenue in Ucw of Taxes -

Total State Revenue in Lieu of Faxes $ -

Nonpubhc Textbook Revenue $ 

Nonpublic Transportation Revenue $ -

Prepared by Lycce Francais de la Nouvcllc Orleans 
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Schedule 3: Number and T>pe of Public Schools 
For the Year Ended June 30, 2012 

Type 
Elcmcniar>' 

Middlc/Jr. High 

Secondar>' 

Combination 

Total 

1 2012 

Number 

1 

0 

0 

0 

1 

Prepared by Lycce Francais de la Nouvelle Orleans 
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