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Bourgeois Bennett

CERTIFIED PUBLIC ACCOUNTANTS | CONSULTANTS
A LIMITED LIABILITY COMPANY

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors,
Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin ITigh School,
New Orleans, Louisiana.

We have audited the accompanying statement of financial position of Advocates for
Academic Excellence in Education, Inc. d/b/a Benjumin Franklin High School (the "School"), as of
June 30, 2011, and the related statements of activities and cash flows for the year then ended. These
financial statements are the responsibility of the School'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 the
United States of America and the standards applicable to financial audits contained in Government
Auditing Standards 1ssued 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 examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial 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 Advocates for Academic Excellence in Education, Inc. d/b/a
Benjamin Franklin High School as of June 30, 2011, and the changes in its net assets and its cash
flows for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

P.O. BOX 60600 - NEW ORLEANS, LA 70160-0600 y 504.831.4949 | BOURGEQISBENNETT.COM
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In accordance with Government Auditing Standards, we have also issued our report,
dated Scptember 27, 2011, on our consideration of Advocates for Academic Excellence in Education,
Inc. d/b/a Benjamin IFranklin High School's internal control over financial reporting and on our test of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
maiters. The purpose of that report is to describe the scope of our tesling of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing

the results ol our audit.

Certified Public Accountants.

New Orleans, Louisiana,
September 27, 2011.



STATEMENT OF FINANCIAL POSITION

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

New Orleans, Louisiana

ASSETS
Cash
Grants receivable
Property and cquipment, net
Prepaid expenses
Unconditional promise to give - net

Total assets

LIABILITIES
Accounts payable
Obligation under capital lease
Accrued expenses

Total liabilitics

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net asscts

See notes to financial statements,

June 30, 2011

Exhibit A

$ 888,566
271,883
285,738

37,767
5,725

$ 1,489,679

$ 103,462
53,996
2,432

159,890

1,074,251
135,576
119,962

1,329,789

$ 1,489,679




STATEMENT OF ACTIVITIES

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

New Orleans, Louisiana

For the year ended June 30, 2011

Revenues and Other Support

Contributions

Grants:
Federal
State - Minimum Foundation Program
Local - Minimum Foundation Program
Other

Student activity fees

Other revenuc

In-Kind donations

Net assets relcased from restrictions

Total revenues and other support

Expenses
Salaries
Employee benefits
Student activities expense
Repairs and maintenance
Professional services
Supplies
Utilities
Other expenscs
Depreciation
Payroll taxes
Insurance
Expendable furniture and fixtures
Food services
Loss on disposal of assets

Total expenses
Increase (decrease) in net assets

Net Assets
Beginning of year

End of ycar

See notes to financial statements.

Temporarily

Permanently

Exhibit B

Unrestricted Restricted Resiricted Totals
$ 133,189 § 122322 $ 112,962 $ 368473
297,124 297,124
2,568,880 2,568,880
2,513,839 2,513,839
84,428 84,428
651,850 651,850
13,393 13,393
74,833 74,833
89.006 {89,006) -
6,426,542 33.316 112,962 6,572,820
3,633,571 3,633,571
064,128 964,128
661,348 661,348
437,346 437,346
274,729 274,729
173,231 173,231
160,736 160,736
104,343 104,343
99,780 99,780
71,219 71,219
54,904 54,904
49,472 49,472
19,710 19,710
7,603 7.603
6,712,120 - - 6,712,120
(285.578) 33,316 112,962 (139.300)
1,359,820 102,260 7,000 1,469,089
$ 1,074.251 $ 135,576 $ 119962 $ 1,329.789




STATEMENT OF CASH FLOWS

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

New Orleans, Louisiana

For the year ended June 30, 2011

Cash Flows From Operating Activities
Decrease in net assets
Adjustments to reconcile decrease in net assels
to cash provided by operating activities:
Depreciation
Loss on disposal of assets
Contributions restricted for cndowment purposes
(Increase) decrease in asscls:
Grants receivable
Unconditional promises to give
Prepaid expenses
Increase in liabilities:
Accounts payable and accrued expenses

Net cash provided by operating activitics

Cash Flows From Investing Activities
Property and equipment purchases

Cash Flows From Financing Activities
Repayment of capital lease obligation
Coliections of endowment gifis
Net cash provided by financing activities

Net Increase in Cash

Cash
Beginning of year

End of year

See notes to financial statements.

Exhibit C

$ (139,300)

99,780
7,603
(112,962)

185,898
(1,500)
(15,187)

7,871

32,203

(73.617)

(23,758)
112,962

89,204

47,790

840,776

$ 888.566




Exhibit D

NOTES TO FINANCIAL STATEMENTS

Advocates for Academic Excellenee in Education, Inc.
d/b/a Benjamin Franklin High School
New Orleans, Lounisiana

June 30, 2011

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Organization

Advocates for Academic Excellence in Education, Inc. d/b/a Benjamin Franklin
High School (thc "School™), incorporated on October 25, 2005, is an educational
institution organized to improve student lcarning, increase learning opportunities for
all students, encourage the use of innovative teaching methods, be morc thoroughly
accountable for education results, and create new professional opportunities for
teachers and other school employees.

The Orleans Parish School Board (OPSB) approved the granting of a charter to the
School effective January 1, 2006 for a period ending on December 31, 2011, to
operate a Type 3 Charter School, as defined in LA R.S.17:3973(3)(b). On June 21,
2011, the OPSB voted to renew the charter for a period of 10 years, expiring on June
30, 2021.

b. Basis of Accounting

The financial statements of the School have been prepared in conflormity with
accounting principles generally accepted in the United States of America. The
Financial Accounting Standards Board is the accepted standard setting body for
establishing not-for-profit accounting and financial reporting principles.

c. Estimates

The preparation of financial statcments in conformity with accounting principles
generally accepted in the United States of America requires management to make
cstimates and assumptions that alfect cerlain reported amounts of asscts and
liabilities and disclosures of contingent assets and liabilities at the datc of the
financial statements and reported amounts of revenues and expenses during the
reporting period. Accordingly, actual results could differ from those estimates.

6



Exhibit D
(Continued)

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
d. Cash and Cash Equivalents

Cash consists of both unrestricted and restricted balances. Unrestricted cash
balances represent cash available for general opcrating purposes. Restricted cash
balanccs consist of amounts credited to the School's bank accounts from donations
received from individuals or entities who specificd specific use of the contribution.

The School classifies as cash and cash equivalents all highly liquid debt instruments
with an initial maturily of three months or less to be cash equivalents. The School
did not have any cash equivalents as of June 30, 2011.

¢. Grants Receivable

‘The grants receivable are stated at the amount management expects 1o collect from
outstanding balances. The financial statements do not include an estimate for
allowance for doubtful accounts. Management believes that all receivables are
collectible.

f. Promises To Give
Contributions are recognized when the donor makes a promise to give to the School
that is, in substance, unconditional. Conditional promises to give are recognized

when the conditions on which they depend are substantially mel.

All unconditional promises to give are recognized as assets and revenues.
Management believes that all unconditional promises to give arc collectable,

g. Property, Equipment, and Depreciation
Additions to physical plant and facilities with a cost greater than $5,000 are

capitalized. Depreciation is provided utilizing the straight-line method over
estimated useful lives of the asset.



Exhibit D
(Continued)

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h. Compensated Absences

J)-

All 10 month employees are provided 10 days of paid leave per ycar to be used for
illness or personal leave. All 11 month employees receive 11 days of paid leave for
illness or personal leave. All 12 month employees who are not members of the
executive cabinet receive 10 days of paid leave for illness or personal lcave and 15
vacation days; members of the executive cabinet receive 10 days for illness or
personal leave and 20 vacation days per year. Personal time off is allocated July 1*
of each year and is available through June 30™ of the following year. Any unused
time up to 10 days is reported to the Teacher’s Retirement Services of L.ouisiana, but
is not allowed to be accumulated between fiscal years.

Contributions and Revenue Recognition

Contributions rcceived are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the cxistence and/or nature of any
donor restrictions.

Support that is restricted by the donor is reported as an increase in unrestricted net
assets if the restriction expires in the reporting period in which the support is
recognized. All other donor-restricted support is reportcd as an increase in
temporarily or permanently restricted net assets, depending on the nature of the
restriction. When a restriction expires (that is, when a stipulated time restriction
cnds or purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statements of activities as
net assets relcased from restrictions.

Revenucs from federal and statc grants are recorded when the School has a right to
reimbursement under the related grant, generally corresponding to the incurring of
grant related costs by the School, or when eamned under the terms of the grant.

In-Kind Support

The School records the in-kind value of goods and services contributed to support
various activities as support and related expenses. In-kind support was $74,833 for
the year ended June 30, 2011 and included donations of musical instruments, books,
cquipment, and other items.



Exhibit D
(Continued)

Note1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
k. Financial Statement Presentation

Net assets, revenues, and expenses are classified based on the existence or absence
of donor-imposed restrictions. Accordingly, net assels of the School and changes
therein are classified and reported as follows:

Unrestricted Net Assets - Support, revenues, and expenses for the general
operation of the School.

Temporarily Restricted Net Assets - Contributions specifically authorized by
the grantor or donor to be used for a certain purpose or to benefit a specific
accounting period.

Permanently Restricted Net Assets - Contributions subject to donor-imposed
restrictions and that are to be held in perpetuity by the School. Gencrally, the
donors of these assets permit the School to use all or part of the income derived
from the investment of these contributions.

. Tax Matters

The School has received a tax-exempt ruling under section 501(c)(3) from the
Internal Revenue Service and, accordingly, is not subject to Federal income tax
unless the School has unrelated trade or business income.

Accounting standards provide detailed guidance for financial statement recognition,
measurement, and disclosure of uncertain tax positions recognized in an entity's
financial statements. These standards require an entity to recognize the financial
statement impact of a tax position when it is more likely than not that the position
will be sustained upon examination. As of June 30, 2011, the School believes that it
has no uncertain tax positions that qualify for either recognition or disclosure in the
financial statements. Tax years June 30, 2008 and later remain subject to
cxamination by the taxing authorities.

m. Allocated Expenses
The costs of providing the various programs and other activities are summarized in

Note 10. Certain expenses have been allocated among the programs and supporting
services based on management's estimate of costs involved.



Exhibit D
(Continued)

Note I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Note 2 -

n. Fundraising Expenses

All expenses associated with fundraising activities arc cxpensed as incurred,
including those expenses related 1o fundraising appeals in a subsequent year.

. New Accounting Pronouncement

In accordance with FASB ASC 958-205 and subsections (formerly FASB Staffl
Position No. 117-1, Endowments of Not-for-Profit Organizations: Net Assel
Classification of Funds Subject to an Enacted Version of the Uniform Prudent
Management of Institutional Funds Act, arnd Enhanced Disclosures for All
Endowment Funds), the School has determined it is subject to the Uniform Prudent
Management of Institutional IFunds Act of 2006 ("UPMIFA"). which requires the
School to classify a portion ol a donor-restricted endowment fund of perpetual
duration as pcrmanently restricied net assets, unless stated otherwise in the gift
instrument by the donor. FASB ASC 958-205 is effective for years ending aficr
December 15, 2008.

Originally, the School followed guidance provided by the Uniform Management of
Institutional Funds Act as ("UMIFA") as Louisiana had not yet adopted UPMIFA.
Effective July 1, 2010, Louisiana adopted a version of UPMIFA which is now
followed by the School. The adoption of FASB ASC 958-205 and the subsequent
change in guidance from UMIFA to UPMIFA had no material impact on the net
asset classification of the School.

. Subsequent Events

Management evaluates events occurring subsequent to the date of the financial
statements in detcrmining the accounting for and disclosure of transactions and
events that affect the financial statements. Subsequent events have been evaluated
through September 27, 2011, which is the date the financial statcments were
available to be issued.

RESTRICTIONS ON ASSETS

Temporarily restricted nct assets arc restricted by donors for specific programs, purposes, or
to assist specific departments of the School. These restrictions are considered to expire
when payments for restricted purposes arc made. None ol the temporarily restricted net
assels are time-restricted by donors.

10



Note 2 - RESTRICTTONS ON ASSETS (Continued)

Note 3 -

Exhibit D
(Continued)

Temporarily restricted net assets as of June 30, 2011 are available for the following

purposes:

Technology $ 38260
Curriculum 28,585
School Leadership 20,001
Clubs 12,160
Professional development 9.700
Maintenance 8,000
Cafeteria 5,000
Pupil support 3,991
Other 3.432
Summer programs 3.247
Reunion gifts 3.200

Total $ 135,576

Permanently restricted net asscts of $119,962 as of June 30, 2011 rclate to an opcrating

endowment to be held in perpetuity.

expendable for operations.

PROPERTY AND EQUIPMENT

Propertly and equipment as of Junc 30, 2011 consists of the following:

Machinery and equipment $ 432,799
Sile improvements 90,066
Building and building improvements 55,613
578,478

Less accumulated depreciation (292.740)
Total $ 285,738

Depreciation expensc for the vear ended June 30, 2011 totated $99,780.

The income from endowment investments 18



Note 4 -

Note 5 -

Exhibit D
(Continued)

CAPITAL LEASE OBLIGATIONS

Eflective August 1, 2010, the School entered into a capital lease obligation for 75
computers at an interest rate of 8.58%. The lease termn is for three years and annual
payments total $28,162. As of June 30, 2011, the following is a schedule of capitalized
cost and accumulated depreciation of the computers acquired through the capital lease:

Capitalized costs - $ 77,754
Accumulated depreciation (23,758)
Net book value $ 53,996

Depreciation expensc on the computers acquired through the capital lease totaled $23,758
for the year ended June 30, 2011,

FFuture minimum payments under the capital lease as of June 30, 2011 are as follows:

Year Ended
June 30.

2012 $ 28162

2013 28.162

2014 2.325
Total tuture payments 58,649
Less amount representing inlerest (4,653)
Present value of net futurc payments $ 53,996

Interest expense for the capital Icase obligation totaled $2,078 for the year ended June 30,
2011.

COMMITMENTS

The School has employment contracts as is standard in the field of education with most of
its cmployces and which expire July 31, 2011. Additionally, the School has an employment
contract with an employee through June 30, 2013, All contracts provide for a minimum
annual salary and benefits provided to full-time employees. As of June 30, 2011, the total
commitment was approximately $324,000.

12



Note 6 -

Exhibit D
(Continued)

ENDOWMENT FUND

The Endowments. The School’s endowment fund was established primarily for the purpose
of maintaining the School and consists of donor-restricted endowment funds. As required
by generally accepted accounting principles, net assets associated with ecndowment funds,
are classified and reported based on the existence or absence of donor-imposed restrictions.

'The School has interpreted the Uniform Prudent Management of Institutional I'unds Act as
requiring the prescrvation of the fair value of the original gift as of the gift date of the
donor-restricted endowment funds absent explicit donor stipulations to the contrary. Asa
result of this interpretation, the School classifics as permanently restricted net assets:

* the original value of gifts donated to the permanent endowment,

* the original value of subsequent gifts to the permanent endowment, and

* accumulations to the permanent cndowment made in accordance with the direction
of the applicable donor gift instrument at the time the accumulation is added to the
fund.

The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by the School in a manner consistent with the
standard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the School
considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

* The duration and preservation of the fund

* The purposes of the School and the donor-restricted endowment fund

¢ General economic conditions

* The possible cffect of inflation and deflation

= The expected total return from income and the appreciation of investments

*  Other resources of the School

* The investment policies of the School

13



Exhibit D

(Continucd)
Note 6 - ENDOWMENT FUND (Continued)
Endowment net asset composition as of Junc 30, 2011 is as follows:
2011
Temporarily Permanently
Unrestricted  Restricted Restricted Total
Donor-restricted
funds $ - § - % 119962 § 119,962

Changes in endowment nct asscts for the year ended June 30, 2011 are as follows:

2011
Temporarily Permanently
Unrestricted  Restricted Restricted Total
Net assets, beginning
of the year $ - % - 3 7,000 % 7,000
Contributions 112,962 112,962
Net assets,
end of year 5 - § - % 119962 $ 119,962

Funds with Deficiencies. From time to time, the fair value of assets associated with
individual donor-restricted endowment funds may fall below the level that either the donor
or J/PMIFA requires the School to retain as a fund of perpetual duration. These
deficiencies can result from unfavorable market fluctuations. There were no such
deficiencies as of June 30, 201 1.

Return Objectives and Risk Parameters. Upon accumulating $500,000 in contributions in
the endowment fund, the endowment will be invested with the intention of obtaining
gencral market returns with a minimum amount of investment and management expenses.

Strategies Employed for Achieving Objectives. The investment funds are invested in an
interest bearing savings account.

Spending Policy and How Investment Objectives Relate to the Spending Policy. Spending
of interest earned by the endowment funds is generally related to the operation of the

School.

14



Note 7 -

Note 8 -

Exhibit D
(Continued)

RETIREMENT PLAN

Substantially all employees of the School participate in the T'cachers' Retirement System of
Louisiana (TRSL). This system is a cost sharing, multiple-employer governmental defincd
benefit plan qualified under Section 401(a) of the Internal Revenue Code. The plan
provides retirement benefits as well as disability and survivor bencfits to eligible
participants. The TRSL issues publicly available financial reports that include financial
statements and required supplementary information of the TRSL. That report may be
obtained by writing the Teachers' Retirement System of Louisiana, P.O. Box 94123, Baton
Rouge, LA 70804-9123.

Participants vest immediately in employce coniributions to the plan. Retirement benefits
vest after five years of service if the employee reaches age sixty; otherwise, benefits vest
after twenty years of scrvice. Bencfits are established and amended by state statute. Upon
retirement, participants may sclect from eight retirement payment options.

Participants are required to contribute 8% of their annual covered payroll to the plan and
the School is required to contribute 20.2% of the annual covered payroll of each
participating employee. These coniribution levels are established by law and set by the
Public Retirement Systems Actuarial Committee. For the year ended June 30, 2011, the

School contributions to this plan totaled $681,104.

GRANTS

The United States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient to provide funding to
provide compensation and benefits and other expenses, such as support scrvices, to retain
existing employees, to recall or rehire former employees, and 1o hire new employees, in
order to provide educational and related services. For the year ended June 30, 2011, the
School recognized revenue under this grant of $106,024.

The Federal Emergency Management Administration (FEMA) passed through a grant to
Orleans Parish School Board, which was awarded to the School as a subrecipicnt, to assist
the School in covering expenditures incurred to repair and replace property and equipment
damaged as a result of Hurricane Katrina. For the year ended June 30, 2011, the School
recognized revenue under this grant of $82,238.

15



Exhibit D
(Continued)

Note 8 - GRANTS (Continued)

The United States Department of Education passed through a grant 1o Orleans Parish
School Board, which was awarded to the School as a subrecipient, to increase academic
achievement through strategies such as improving teacher and principat quality and increase
the number of highly qualified teachers, principals, and assistant principals. The grant
funds must be used to assist schools in effectively recruiting and retaining highly qualified
tcachers, to make available professional development activities that address subject matler
knowledge and other activities. For the year ended June 30, 2011, the School recognized
revenue under this grant of $62,780.

The United States Department of Lducation passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to help ensure that all
children meet challenging state academic standards. The grant funds must be used to
provide additional academic support and learning opportunitics to help low-achieving
children master challenging curricula and mect state standards in core academic subjects.
For the year ended June 30, 2011, the School recognized revenue under this grant of
£27,360.

The United States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to provide funding to
help recruit, rctain, and compensate educators who commit to work for at least three years
in an area in which a major disaster arca was declared as a result of Hurricane Katrina or
Hurricane Rita. For the year ended Junc 30, 2011, the School recognized revenue under
this grant of $18,722.

The State of Louisiana provides funding which is determined on an annual basis based on
the number of pupils enrolled in the School as of October 1st. This state-funded per pupil
allocation is based on the most recently approved minimum foundation program formula
resolution. For the yvear ended June 30, 2011, the School recognized revenue under this
grant of $2,568,880.

The Orleans Parish School Board (OPSB) provides funding which is determined on an
annual basis based on the number of pupils enrolled in the School as of October 1st.
Revenues reccived by OPSB from sales tax revenues, ad valorem taxes, and other sources
are allocated to each school based on its enrollment. For the year ended June 30, 2011, the
Schoo! recognized revenue under this grant of $2,513,839.

16



Note 9 -

Note 10 -

Exhibit D
{Continued)

SCHOOL OPERATIONS/LEASEHOLD INTEREST

Effective January 1, 2006, the School entcred into an agrecment with the Orleans Parish
School Board (OPSB), which allows the School o use the facilitics and its contents located
at 2001 Leon C. Simon Boulevard or any other locations as may be approved by the School
and OPSB. Thc agreement expires on December 31, 2011, On June 21, 2011, the OPSB
voted to renew the agreement for a period of 10 years.

The School is responsible for all necessary maintenance to ensure that the [acilities comply
with all state and local health and safety standards and other applicable laws, regulations
and rules. If capital improvements are made by the School with non-public {unds to any
site which it operales, and the charter contract is revoked or terminated, the School will be
reimbursed for the fair market value of such capital improvements. Assets purchased with
public funds or obtained from public sources will automatically revert to the OPSB at the
time this agreement is terminated. The School must maintain records of any assets acquired
with private funds that will remain the property of the School.

Use of the property is not recorded as an in-kind contribution from the OPSB and related
rent expense. The value of the use of the land and building is not readily determinable.
The agrecement is classified as an exchange transaction because both parties receive
significant value {rom this arrangement. Accordingly, the present value of the benefit to be
received in future years has not been recorded.

FUNCTIONAL ALLOCATION OF EXPENSES

l:xpenses have been reported on the statement of activities by natural classification. To
present expenses by functional classifications, expenses are charged to program services
and supporting services (management and gencral expense and fundraising expensc) based
on management's estimate of periodic time and expensc evaluations. Management and
gencral expenses include those expenses that are not directly identifiable with any other
specific function, but provide tor the overall support and direction of the School.

Total expenses for the year ended June 30, 2011 are allocated as follows:

Program Services $ 5,813,895

Supporting Services:
Management and general 763,145
Fundraising 135,080
Total expenses $ 6,712,120

17



Note 11 -

Exhibit D
(Continued)

RISK MANAGEMENT

The School is exposed to various risks of loss from torts; theft of, damage to. and
destruction ol assets; business interruption; errors and omissions; cimployee injuries and
illnesses and natural disasters. Commercial insurance coverage is purchased for claims
arising from such matters. There were no settled claims that exceeded this commercial
coverage for the year ended June 30, 2011.

Note 12 - BANK LINE OF CREDIT

Note 13 -

The School maintained a linc of credit of $100,000 with a local financial institution with
variable rate of interest at the Wall Street Journal prime rate (3.25% as of June 30, 2011)
due on demand. The line of credit is securcd by the savings account of the School, which is
held by the same financial institution. As of June 30, 2011, the School had no outstanding
borrowing under the line of credit and the full amount of the line of credit was available to
the School.

CONCENTRATIONS OF RISK

The School received a substantial amount of its revenue through grants awarded by the
federal, state, and local governments which total approximately $5,380,000, or 82% of total
revenue.

All of the students and employees of the School live in the Greater New Orleans area.

Custodial credit risk is the risk that in the event of a bank failure, the School's deposits may
not be rcturned 1o it. The School has a written policy for custodial credit risk. As of June
30, 2011, the School's bank balances of approximately $929,000 were fully insured by the
Federal Deposits Insurance Corporation (FDIC), which covers the total balance of non-
interest bearing accounts and up to $250,000 of interest bearing accounts per financial
institution. In addition, a portion of the balances are collateralized with securitics held by
the pledging financial institution's trust department or agent, but not in the School's name.

As of June 30, 2011, cash was adequately collatcralized by securities held by unaffiliated
banks for the account of the School. The FFinancial Accounting Standards Board (FASB),
which promulgates the standards for accounting and financial reporting for state and local
governments, considers thesc securities subjcct to custodial credit risk. Even though the
FDIC insured accounts are¢ not considered subject to custodial credit risk under the
provisions ol 'ASB ASC 825, Louisiana Revised Statute 39:1229 imposes a statutory
requirement on the custodial bank to advertisc and sell the pledged securities within 10 days
of being notified by the depositor that the fiscal agent has failed to pay deposited funds
upon demand, should the need arise.
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Exhibit D
(Continued)

Note 14 - SUPPLEMENTAL CASH FLOW INFORMATION

Non cash financing and investing activities include $77,754 of equipment acquired
through a capital lease entered into during the year ended June 30, 2011.
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SPECIAL REPORT OF CERTIFIED PUBLIC ACCOUNTANTS




Bourgeois Bennett
CERTIFIED PUBLIC ACCOUNTANTS | CONSULTANTS

A LIMITED LIABILITY COMPANY

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCTAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors,
Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin I'ranklin High School,
New Orleans, Louisiana.

We have audited the linancial statements of Advocates for Academic Excellence in
Education, Inc. d/b/a Benjamin Franklin High School (the "School"), as of June 30, 2011 and for the
year then ended, and have issued our report thereon, dated September 27, 2011. 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 Comptrolicr General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the School's internal control over
financial reporting as a basis for designing our audit procedures for the purpose of expressing our
opinicn on the financial slatements, but not for the purpose of expressing an opinion on the
effectiveness of the Schoo!'s internal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the School's internal control over financial reporting.

A dcficiency in internal controls exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
a combination of significant deficiencies, in internal control, such that there is a reasonable possibility
that a material misstatement of the School’s financial statements will not be prevented, or detected and
corrected on a timely basis. We consider the deficiency described in the accompanying Schedule of
Findings and Responses as 11-01 to be a material weakness.
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Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses and therefore, there can be no assurance that all deficiencies, significant deficiencies or
malerial weaknesses have been identified.

Compliance and Other Matters

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

The School's response to the finding identified in our audit is described in the
accompanying Schedulc of Findings and Responses. We did not audit the School's response and,
accordingly, we express no opinion on it.

This report is intended for the information of management, the Board of Directors, the
State of Louisiana, the Legislative Auditor for the State of L ouisiana, federal awarding agencies, and

pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative

Auditor as a public document.
/6»«432«) M L0

Certified Public Accountants.

New Orleans, Louisiana,
September 27, 2011.
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SCHEDULE OF FINDINGS AND RESPONSES

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School
New Orleans, [.ouisiana

IFor the year ended June 30, 2011

Scction I - Summary of Auditor's Report
a) Financial Statements
Type ol auditor's report issued: unqualified

Internal conirol over {inancial reporting:

o Material weakness(es) identified? X_yes __ no
o Significant deficiency(ies) identified that are
not considered to be malcrial weakness? yves X none reported
Noncompliance material to financial statements noted? yves X no

b) Federal Awards

The School did not expend more than $500,000 in federal awards during the year ended June
30, 2011, and thercfore, is execmpt [rom the audit requirements under the Single Audit Act and
OMB Circular A-133, Audits of States. ocal Government, and Non-Profit Organizations.




(Continued)

Scction 11 - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Basic Financial Statements

Internal Control Over Financial Reporting
11-01 Financial Reporting and Accounting
Criteria - Adequate internal controls relating to monitoring the financial condition and
operations of the School, require that all general ledger accounts be reconciled on a

regular basis and all financial activity be recorded on a timely basis.

Condition - The School did not reconcile certain general ledger accounts on a regular
basis throughout the 2011 fiscal year,

Cause - The School did not rccord certain transactions in the general ledger on a timely
basis, which resulted in the misstatement of account balances.

Effect - Without an adequate reconciliation process in place, the financial statements
could potentially be materially misstated and could result in possible irregularities.

Recommendation - The School should refine internal control procedures to ensure that
all general ledger accounts arc being reconciled on a monthly basis and that all financial
activity is recorded on a timely basis.
Compliance and Other Matters
No compliance findings material to the financial statements were reported during the
audit for the year ended June 30, 2011.
Section III - Internal Control and Compliance Material to Federal Awards

Internal Control/Compliance

‘The School did not expend more than $500,000 in Federal awards during the year ended June
30,2011 and, therefore, was exempt from the audit requirements under the Single Audit Act

and OMB Circular A-133, Audits of States. [.ocal Government, and Non-Profit Organizations.



REPORTS BY MANAGEMENT




SCHEDULE OF PRIOR YEAR FINDINGS AND
QUESTIONED COSTS

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School
New Orleans, Louisiana

For the year ended June 30, 2011

Section I - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Basic Financial Statement

Internal Control Over Financial Reporting
10-01 Financial Reporting and Accounting

Recommendation - The School should implement internal control procedures to ensure
that financial statements are prepared on a monthly basis, that includes all monthly activity
including the student activities fees, accrued revenues, and accrucd expenses, and that all
reconciliations are prepared on monthiy basis, including bank reconciliations.

Management’s Corrective Action - Partially resolved. The School is preparing financial
statcments on a monthly basis for presentation to the Board, however, not all accounts are
being reconciled on a monthly basis.

10-02 Grant Receivable
Recommendation - The School should record the grant receivable balance from the
rcimbursement request forms. The grant receivable account should be reconciled on a

monthly basis and the reconciliation should be documented as approved by management.

Management’s Corrective Action - Resolved. These procedures were implemented and
internal controls strengthened.



(Continued)

Section 11 - Federal Award Findings and Questioned Costs
Internal Control

Financial statement findings related to internal control 10-01 and 10-02 are also considered
findings related to federal awards internal control.

Compliance

No compliance findings material to the financial statements were reported during the audit for
the year ended June 30, 2011.

Section 111 - Management Letter

A management letter was not issued in connection with the audit year ended June 30, 2011.
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MANAGEMENT'S CORRECTIVE ACTION PLAN
ON CURRENT YEAR FINDINGS

Advocates for Academic Excellence in Education, Inec.
d/b/a Benjamin Franklin High School
New Orleans, Louisiana

For the vear ended June 30, 2011

Section I - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Basic Financial Statement

Internal Control Over Financial Reporting
11-01 Financial Reporting and Accounting
Recommendation - The School should refine internal control procedures to ensure that all
general ledger accounts are being reconciled on a monthly basis and that all financial

activity is recorded on a timely basis.

Management’s Corrective Action - Improvements have heen made in the internal controls
and all general ledger accounts are being reconciled on a monthly basis.

Section II - Federal Award Findings and Questioned Costs
Internal Control/Compliance
The School did not expend more than $500.000 in Federal awards during the year ended June

30, 2011 and, therefore, was exempt froin the audit requirements under the Single Audit Act
and OMDB Circular A-133, Audils of States. Local Government, and Non-Profit Qrganizations.

Section Il - Management Letter

A management lctter was not issued in connection with the audit year ended June 30, 2011.



SCHEDULES REQUIRED BY STATE LAW
(R.S. 24:524 - PERFORMANCE AND STATISTICAL DATA)
(UNAUDITED)




Bourgeois Bennett
CERTIFIED PUBLIC ACCOUNTANTS | CONSULTANTS

A LIMITED LIABILITY COMPANY

INDEPENDENT ACCOUNTANT'S REPORT ON
APPLYING AGREED UPON PROCEDURES

To the Board of Directors
Advocales for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School,
New Orleans, Louisiana

We have performed the procedures included in the Louisiana Governmental Audit Guide
and enumerated below, which were agreed to by the management of Advocates for Academic
Excecllence in LEducation, Inc. d/b/a Benjamin Franklin Fligh School (the School) and the
Legislative Auditor. State of Louisiana, solely to assist users in cvaluating management’s
assertions about the performance and statistical data for the ycar cnded Junc 30, 2011,
accompanying the annual financial statcments of the School and to determine whether the
specified schedulcs are frec of obvious errors and omissions as provided by the Board of
Elementary and Sccondary Education. Management of the School is responsible for its
performance and statistical data. ‘This engagement to perform agreed-upon procedurcs was
performed in accordance with attestation standards established by the American Institute of
Certified Public Accounts. The sufficiency of these procedures is solely the responsibility of the
specificd users of the report. Consequently, we make no representation regarding the sufficiency
of the procedures described below either for the purpose for which this report has been requested
or for any other purpose.

The procedures that were performed are as follows:

General Fund Instructional and Support Expenditures and Certain Local Revenue Sources

1) We selected a random sample of 25 transactions and reviewed supporting

documentation to determine if the sampled expenses were classified correctly and

. werce reported in the proper amounts for each of the calegories reported on Schedule
L.

No exceptions noted.
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Education Levels ol Public School Staff (Schedule 2)

2)

3)

4)

We reconciled the total number of full-tiine classroom tcachers per the schedule
"Experience of Public Principals, Assistant Principals, and Full-time Classroom
Tecachers" (Schedulc 4) to the combined total number of f(ull-time classroom
teachers per this schedule and to the School’s supporting payroll records as of
October 1, 2010.

No exceplions were noted.

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

No exceplions were noted.

We obtained a list of full-time teachers, principals, and assistant principals by
classification as of October 1, 2010, and as reported on this schedule. We traced a
random sample of 25 teachers to the individual’s personnel file to determine the

individual’s cducation level was properly classified on this schedule.

No exceptions were noted.

Number and Type of Public Schools (Schedule 3)

5)

We obtained a listing showing the School’s type as reported on Schedule 3. We
compared the list to the schools and grade levels as reported on the Title I Grants to
Local Educational Agencies (CFDA # 84.010) Grant Award application.

No cxecptions were noted.

Experience of Public Principals, Assistance Principles, and Full-time Classroom T'eachers

(Schedule 4)

6)

We obtained a list of full-time teachers, principals, and assistant principals by
classification as of October 1, 2010, as reported on this schedule. We traced the
same sample used in procedure 4 to the individual’s personncl file to dctermine if
the individual’s experience is properly classified on this schedule.

No exceptions noted.



Public School Stafl Data: Average Salaries (Schc_dule 5)

7

8)

We obtlained a list of all classroom teachers including their base salary, extra
compensation, and ROTC or rehired retiree status as well as full-time equivalent,
which was used to compule average salaries on the schedule. We traced a random
sample of 25 teachers' salaries to the individual's personnel file to delermine if the
individual's salary, extra compensation, and full-time equivalents are properly
included on the list.

No ¢xceptions were noted.

We recalculated the average salaries and full-ime equivalents reported in this
schedule.

No exceptions were noted.

Class Size Characteristics (Schedule 6)

9) We obtained a list of classes by school. school type, and class size as reported on

this schedule and reconciled school type classifications to Schedule 3 data, as
obtained in procedure 5. We traced a random sample of 10 classes Lo the October 1,
2010 roll books for those classes to detcrmine if the class is properly classified on
this schedule.

No exceplions were noted.

T.ouisiana Educational Assessment Program (LLEAP) (Schedule 7)

10)

Not applicable.

Graduation Exit Exam (GEE) (Schedule 8)

11)

We obtained test scores as provided by the testing authority and reconciled scores as
reported by the testing authorily to scores reporied in this schedule by the School.

No cxceptions were noted.



Iowa and iLeap Tests (Schedule 9)

12) We obtained test scores as provided by the testing authority and reconciled scores as
reported by the testing authority to scores reported in this schedule by the School.

Schedule 9 is no longer applicable.

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

This report is intended solely for the use of the School, the Louisiana 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 procedurcs for their purposes. Under Louisiana Revised Statue 24:513, this
report is distributed by the Legislative Auditor as a public document.

’6"“3“"' Lot LL0.

Certified Public Accountants.

New Orleans, Louisiana,
September 27, 2011.
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Schedule 1

GENERAL FUND INSTRUCTIONAL AND SUPPORT EXPENDITURES AND
CERTAIN LOCAL REVENUE SOURCES

Advacates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

For the year ended June 30, 2011
(Unaudited)

General Fund Instructional and Equipment Expenditures
Instructional xpenditures:
Teacher and Student Interaction Activities:

Classroom Teacher Salaries $ 2,057.936
Other Instructional Staff Activities -
Employee Benefits 624.050
Purchased Professional and Technical Services -
Instructional Materials and Supplies 238,789
Instructional Equipment 4,268
Total Teacher and Student Interaction Activitics $ 2,925,043
Other Instructional Activities 1.154
Pupil Support Services 376,253
L.ess: Equipment for Pupil Support Services (28.854)
Net Pupil Support Services 347,399
Instructional Staff Services 132,963
Less: Equipment for Instructional Staft Services (55}
Net Instructional Staff Scrvices 132,908
School Administration 664,467
L.ess: Equipment for School Administration (3,987
Net School Administration 660,480
Total General Fund Instructional Expenses $ 4,066,984
Total General Fund Equipment Expenses $ 37,164
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Schedule 1
{Continued)

Certain Local Revenue Sources
Local Taxation Revenue:

Constitutional Ad Valorem Taxes A -
Rencwable Ad Valorem Tax -
Debt Service Ad Valorem Tax -
Up to 1% of Collections by the Sheriff on Taxcs -

Other than School Taxcs ' -
Sales and Use Taxes -

Total Local Taxation Revenue 3 -

Local Earnings on Investnent in Real Property:
Earnings from 16th Section Property $ -
Earnings {rom Other Real Property -

Total Local Earnings on Investment in Real Property $ -

State Revenue in Lieu of Taxes:
Revenue Sharing - Constitutional Tax S -
Revenue Sharing - Other Taxes -
Revenue Sharing - Excess Portion -
Other Revenue in Lieu of Taxes -

Total State Revenue in Lieu of Taxes $ -
Nonpublic Textbook Revenue $ -
Nonpublic Transportation Revenue $ -

ol
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Schedule 3

NUMBER AND TYPE OF PUBLIC SCHOOLS

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

For the year ended June 30, 2011
(Unaudited)

Type Number

FElementary -
Middle/Jr. High -
Sccondary 1
Combination -

Total 1
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Schedule 5

PUBLIC SCHOOQOL STAFF DATA: AVERAGE SALARIES

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

[or the year ended June 30, 2011

(Unaudited)
Classroom Teachers
Excluding ROTC, Rehired
Retirees, and Flagged
All Classroom Teachers Salary Reductions

Average Classroom Teachers
Salary Including Exira :
Compensation $ 59.826 $ 359,319
Average Classroom Teachers
Salary Excluding Extra
Compensation $ 55,312 $ 54,711
Number of Teacher Full-Time
Equivalents (FTEs) used in
Computation of Average
Salaries 39 36
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Schedule 6

CLASS SIZE CHARACTERISTICS

Advocates for Academic Excellence in Education, Inec.
d/b/a Benjamin Franklin High School

As of October [, 2010
{Unaudited)

Class Size Range

1-20 21-26 27-33 34+
School Type Number  Percent  Number  Percent  Number  Percent  Nuwmber  Percent
Elementary - - - - - - . -
Middle/Ir. High - - - - - - . .
Middle/Jr. IHigh
Activity Classes - - - - - - - -
High 154 91 102 95 3 33 - -
High Activity 15 9 5 5 6 67 3 100
Classes - -
Combination - - - - - - -
Combination
Activity Classes - - - - - - - -
Totals 169 100 107 100 9 100 3 100
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Schedule 7

LOUISIANA EDUCATIONAL ASSESSMENT PROGRAM (LEAP)

Advocates for Academic Excellence in Education, Inc.
d/b/a Benjamin Franklin High School

For the Year Ended June 30, 2011
(Unaudited)

This schedule does not apply to Benjamin Franklin High School as grade levels for the school are
grades 9 through 12.

38



GRADUATION EXIT EXAMINATION (GEE)

Advocates for Academic Exccllence in Education, Inc.

d/b/a Benjamin Franklin High School

For the year ended June 30, 2011

Schedule 8

(Unaudited)
School Achievement Level Results English Language Arts
2011 2010 2009
Students Number Percent Number Percent Number Pereent

Grade 10
Advanced 32 19 54 32 28 21
Mastery 95 58 86 51 76 58
Basic 37 23 27 16 27 21
Approaching Basic - - l 1 - -
Unsatisfactory - - - - - -

Totals 165 100 168 [00 131 100
School Achievement Level Results Mathematics

2011 2010 2009
Students Number Percent Number Percent Number Percent

Grade 10
Advanced 116 70 118 70 83 63
Mastery 35 21 37 22 27 21
Basic 14 9 13 8 21 16
Approaching Basic - - - - - -
Unsatisfactory - - - - - -

Totals 165 100 168 100 131 100
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Schedule 8

(Continued)
School Achievement Level Results Science
2011 2010 2009
Students Number Pereent Number Percent Numbecr Percent

Grade 11
Advanced 49 30 32 24 45 38
Mastery 86 52 64 48 58 49
Basic 29 17 36 27 16 13
Approaching Basic - - 1 1 - -
Unsatisfactory ] 1 - - - -

Totals 165 100 133 100 119 100
School Achievement Level Results Social Studies

2011 2010 2009
Students Number Percent Number Percent Number Percent

Grade 11
Advanced 23 14 6 5 15 13
Mastery 77 46 66 49 64 54
Basic 64 39 60 45 40 33
Approaching Basic - - 1 1 - -
Unsatisfactory i 1 - - - -

Totals 165 100 133 100 119 100
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IOWA and i LEAP TESTS

Advocates for Academic Excellence in Education, Inc.

d/b/a Benjamin Franklin High School

For the year ended June 30, 20i |

Schedule 9

(Unaudited)
iLEAP TESTS:
School Achievement ILevel Results English Language Arts
2010 2009
Students Number Percent Numbetr Percent

Grade 9
Advanced 52 30 31 20
Mastery 96 56 109 69
Basic 25 14 16 10
Approaching Basic - - 1 1
Unsatisfactory - - - -

Tolals 173 100 157 100

School Achievement Level Results Mathematics
2010 2009
Students Number Percent Number Percent

Grade 9
Advanced 93 54 67 43
Mastery 45 26 57 36
Basic 34 19 32 20
Approaching Basic - - 1 ]
Unsatisfactory 1 ] - -

Totals 173 100 157 100

Test was discontinued by state in 2011
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