UNITED STATES DEPARTMENT OF EDUCATION

OFFICE OF INSPECTOR GENERAL
1999 BRYAN STREET, HARWOOD CENTER, SUITE 2630
'DALLAS, TEXAS 75201-6817
- PHONE: (214) 880-3031 PAX: (214) 880-2492

FEB 16 2005

Mr. Cecil J. Picard

State Superintendent of Education
Louisiana Department of Education
P.O.Box 94064 .

Baton Rouge, LA 70804-9064

Dear Mr. Picard:

This Final Audit Report (ED-OIG/A06-E0008) presents the results of our audit of the Title I
Funds administered by the Orleans Parish School Board for the period July 1, 2001, through
December 31, 2003. Our objective was to determine whether the Orleans Parish School Board
(Orleans Parish), through the New Orleans Public Schools, pro?erly accounted for and used
Elementary and Secondary Education Act of 1965, as amended' (ESEA), Title I, Part A (Title I,
funds in accordance with applicable laws and regulations. '

We provided a draft of this report to the Louisiana Department of Education. (LDE). In its
response to our draft report, LDE officials agreed with our findings No. 1 and No. 3 and
concurred with a portion of finding No. 2. LDE officials provided additional supp%rt, not
previously provided during the audit, and we reduced the amount of unsupported costs to

$51,884,155. We summarized LDE’s comments in the body of this report and included a copy of
the response as an Attachment.

‘The Title I program is authorized under the ESEA, as amended by the Improving America’s
Schools Act of 1994, Public Law 103-382 and the No Child Left Behind Act of 2001, Public
Law 107-110. Title I grants are intended to help elementary and secondary schools establish and
maintain programs that will improve the educational opportunities of educationally
disadvantaged children who live in school attendance areas with high concentrations of children
from low-income families. The funds are intended to provide instruction and instructional
support for these disadvantaged children so they can master challenging curricula and meet State
standards in core academic subjects. ’

! The No Child Left Behind Act of 2001 reauthorized the ESEA on January 8, 2002, and the Improving America’s
Schools Act of 1994 reauthorized the ESEA on October 20, 1994, -

Our mission is to promote the efficiency, effectiveness, and integrity of the Department's programs and operations
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Title I funds are distributed from the Department of Education to States based primarily on
poverty data provided for the local education agencies by the U.S. Bureau of the Census. The
Louisiana Department of Education (LDE) disburses Title I funds to the local education agencies
based on their request for reimbursement of Title I expenditures.

Our audit period covered July 1, 2001, through December 31, 2003. In fiscal year 2003, the
Department of Education allocated $256 million in Title I funds to Louisiana. During our audit
period, Orleans Parish requested reimbursement for $71.8 million it disbursed for Title I
expenses. The amounts disbursed, by program year, were—

7/1/01—06/30/02 $29,856,669
7/1/02—06/30/03 $31,945,798
7/1/03—12/31/03 $10,021,838

Total $71.824,305

Orleans Parish did not properly account for and use nearly $69.3 million of Title I funds in
accordance with applicable regulations. Specifically, Orleans Parish received reimbursement
from Title I funds for $51,884,155 in unsupported expenditures for payroll ($39,880,892), fringe
benefits ($9,219,059), contract services ($62,130), travel ($35,397), supplies ($233,878), and
equipment ($2,452,799). Also, we are questioning an additional $17,407,118 in Title I
expenditures due to a scope limitation (see finding No. 3). Orleans Parish did properly account
for and use $2,533,031 in Title I grant funds.

FINDING NO. 1 - Payroll and Fringe Benefits Expenditures Were Not
Adequately Documented

Orleans Parish was unable to provide adequate documentation to support the $49.1 million
in payroll and related fringe benefits claimed for reimbursement from Title I funds.

Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local, and
Indian Tribal Governments, Attachment A, Paragraph C.1 (1997) provides, in part, that —

To be allowable under Federal awards, costs must . . . Be necessary and reasonable for
proper and efficient performance and administration of Federal awards . . . Be allocable
to Federal awards . . . Be adequately documented.

Additionally, OMB Circular A-87, Attachment B, Paragraph 11.h.3 (1997) provides that—

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

We requested a listing of Orleans Parish employees assigned to work on Title I in order to select
a sample of payroll costs for verification and compliance with OMB cost principles. We were
not provided with an accurate or complete listing of Title I employees that matched the Title I
payroll amounts in the reimbursement claims or the project completion reports. We initially
requested the listing from the accountant who prepared the Title I claims for reimbursement. She
directed us to the Information Technology Department, and we requested and obtained a listing.
Although the list provided to us by the Information Technology Department contained names,
we were unable to reconcile the salary amounts listed with the Title I reimbursement claims.
Subsequently, the Consolidated (Title I) Program Director provided us with a list of names with
no salary amounts. Because this second listing did not have any salary data, we could not verify
or test this data against the amounts in the reimbursement claims. We also requested but never
received a listing of Title I employees from the Human Resources Department.

During our audit fieldwork, the Comprehensive Annual Financial Report of the Orleans Parish
School Board (OPSB) for the fiscal year ended June 30, 2003, was released. The certified public
accounting firm disclaimed an opinion on the OPSB 2002-2003 financial statements, stating they
could not certify the accuracy of the statements. Furthermore, the accounting firm disclaimed an
opinion on Federal awards based on the significance of uncertainties and inability to rely on the
basic accounting systems. The audit report contained 29 findings in which 23 had reportable
conditions involving matters related to “significant deficiencies in internal control over financial
reporting that . . . could adversely affect the School Board’s ability to administer a major federal
program in accordance with the applicable laws, regulations, contracts, and grants.” The
auditors concluded in the last finding on Federal programs that, “There appears to be a serious
deficiency in the controls over coding of salaries and benefits to the program.”

We recommend that the Assistant Secretary for Elementary and Secondary Education instruct the
Louisiana Department of Education to—

1.1 Provide sufficient documentation to support expenditures for payroll ($39,880,892) and
fringe benefits (89,219,059) or refund that amount to the Department of Education.

1.2 Require Orleans Parish to develop or improve its documentation, records storage, and
records retention and retrieval procedures to ensure that adequate documentation of costs
charged to Title I and other Federal grants is readily available.
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1.3 Require Orleans Parish to establish a formal system of management controls to ensure
costs charged to Title I and other Federal grants are properly accounted for and used in
accordance with applicable laws and regulations.

LDE concurred with our finding and recommendations. LDE stated in its response, “LDE
appreciates the seriousness of the issues raised in the draft audit report and acknowledges the
material weaknesses in OPSB’s current grants management system.”

LDE further stated that the Orleans Parish staff have been working with an expert consultant to
identify the employees paid with Title I funds and to obtain the necessary certifications, time
distribution records, or alternative documentation to justify charges to Title I.

FINDING NO. 2 —- Non-Payroll Related Expenditures Were Not Documented

As part of our audit, we judgmentally selected 97 disbursements of the largest transactions from
non-duplicated vendors totaling $5,317,235 for testing from four expenditure categories--
contract services, travel, supplies, and equipment. Orleans Parish could not provide adequate
documentation to support 24 of the transactions totaling $2,784,204. Orleans Parish provided
adequate documentation for the other 73 transactions and we accepted the associated costs of
$2,533,031.

OMB Circular A-87, Attachment A, Paragraph C.1 (1997) provides, in part, that —

To be allowable under Federal awards, costs must . . . Be necessary and reasonable for
proper and efficient performance and administration of Federal awards . . . Be allocable
to Federal awards . . . Be adequately documented.

Contract Services - Orleans Parish was unable to provide adequate documentation to support
five disbursements totaling $62,130. Specifically, they could not locate any documentation to
support one disbursement of $13,000, approval documents for three disbursements totaling
$36,130, and a Purchase Order or a Receiving Report for one disbursement of $13,000.
Adequate documentation was provided for 20 disbursements totaling $571,381.

Travel Costs - Orleans Parish was unable to provide adequate documentation to support four
disbursements totaling $35,397. Specifically, they could not locate approval documents or
receipts for two charges totaling $25,832. For two additional charges, Orleans was unable to
provide any documentation to support charges totaling $9,565. Adequate documentation was
provided for the other 21 charges totaling $294,303.
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Supplies — Orleans Parish was unable to provide adequate documentation to support five
disbursements totaling $233,878. Orleans Parish was unable to provide documeritation
supporting that the charges were Title I eligible or that the purchased products were received or
properly approved. Orleans Parish plans to provide adequate documentation at a later date to the
Department for evaluation. Orleans Parish did provide adequate documentation for 20
disbursements totaling $1,275,966.

Equipment - Orleans Parish was unable to provide adequate documentation to support 10
disbursements totaling $2,452,799. Specifically, one equipment charge was for the first of three
annual lease payments of $2,322,500 per year. The lease was for 39 mathematics workstations
(inclusive of computer software, computer hardware, computer furniture, and interconnecting
wiring).

This lease was awarded without undergoing competitive bidding/purchase procedures. Orleans
Parish was unable to justify either the decision to not use competitive bidding/purchase
procedures or the decision that a three-year lease was more cost effective than a purchase of the
system.

Under the Louisiana State Purchasing Rules and Regulations, purchases over $25,000 shall be
advertised as competitive sealed bid. The rules and regulations also state that if the chief
procurement officer determines in writing that there is only one source, then a contract may be
awarded without competition, but this determination requires an explanation as to why no other
source was suitable or acceptable.

Sections of OMB Circular A-87, provide, in part, that —

Attachment B, Paragraph 19 equipment and other capital expenditures are personal
property with a useful life of more than one year and a value of $5,000 or more. It also
explains that Capital expenditures may be recovered through use allowance.

Attachment B, Paragraph 38.d, “Rental costs under leases which are required to be
treated as capital leases under GAAP are allowable only up to the amount that would be
allowed had ilie governmental unit purchased the property on the date the lease
agreement was executed. This amount would include expenses such as depreciation or
use allowance . ...”

Attachment A, Paragraph C.1.a, “To be allowable under Federal awards, costs must . . .
Be necessary and reasonable . . . .” Attachment A, Paragraph C.2 addresses reasonable
costs and provides that, “A cost is reasonable if| in its nature and amount, it does not
exceed that which would be incurred by a prudent person under the circumstances
prevailing at the time the decision was made to incur the cost.”

Orleans Parish was unable to locate approval documentation for four equipment charges totaling
$88,558, nor was there any indication on the purchase orders that the equipment was to be used
for Title I purposes. We could not determine the Title I need for two additional disbursements
totaling $20,747, and Orleans Parish could not provide purchase orders or receiving reports for
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these disbursements. We also found two additional disbursements of $13,747 for which no
receiving reports were provided, and one claimed disbursement of $7,247 was found to be a
duplicate entry for which no documentation was provided. Orleans Parish provided adequate
documentation for 12 of the 22 disbursements totaling $391,381.

We recommend that the Assistant Secretary for Elementary and Secondary Education instruct the
Louisiana Department of Education to—

2.1  Provide sufficient documentation to support expenditures for non-payroll transactions
($2,784,204) or refund that amount to the Department of Education.

2.2 Provide justification for sole source procurement or not allow future lease payments of
$4,645,000 for mathematics workstations.

LDE agreed with all aspects of our finding, except they disagreed with our conclusions on the
$2.3 annual equipment lease payment. Regarding Recommendation 2.1, LDE noted that Orleans
Parish, “. . . has located some documentation to support the questioned charges. Those
documents are attached as exhibits to this response. We request the opportunity to submit
additional documents and further request the OIG review this documentation....”

LDE did not concur with Recommendation 2.2. Of the 33 procurement transactions that we
questioned in the draft report, LDE agreed with one of our conclusions and agreed to refund
$7,247 to the Department.

LDE stated that Orleans Parish disagreed with our conclusion that adequate documentation was
not available to support an equipment charge for the first of three annual lease payments of
$2,322,500 per year. LDE argued that the contract did not consist of three annual lease
payments, but was an installment contract to pay the purchase price over three years. LDE
acknowledged that the Orleans Parish School Board’s resolution approving the contract did not
use clear terminology. The contractor originally offered to sell the software for a one-time
payment of $2.3 million or to enter into a lease-purchase agreement for $2.5 million. Under the
lease-purchase option, Orleans Parish would make installment payments over three years but at

the end would own the software. Orleans Parish was able to negotiate a three-year agreement for
$2.3 million.

LDE stated that the purchase was exclusively for software. It did not include any hardware,
computers, furniture, or wiring. “All such equipment was funded through a direct appropriation
from the federal government to the vendor, not with Title I funds.”
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LDE stated that the software that was purchased with Title I funds was proprietary software,
available only from one source. The vendor holds a copyright to the software and is the only
vendor who sells it. Attached to the LDE response was an Orleans Parish Purchasing
Department Sole Source Justification form approving the purchase.

Lastly, LDE stated the Orleans Parish School Board conducted an appropriate price analysis
before entering into a contract and determined an installment contract was more advantageous
than a lump sum payment. The school board also determined the software was advantageously
priced as compared to other government sales by the same vendor.

We reviewed LDE’s response and while we have not changed our finding, we did accept
additional supporting documentation resulting in modifications to our recommendations.
Additionally, we asked LDE to submit any additional supporting documentation obtained from
Orleans Parish to the Department of Education official responsible for audit resolution and to
provide copies to our office. We will assist the Department in reviewing the supporting
documentation when all documentation available has been provided.

We disagree with LDE’s assertion that Orleans Parish used Title I funds to purchase software
exclusively. We obtained and reviewed Municipal Lease Agreement No. 3085, which was dated
August 20, 2003, and signed by the vendor and the Orleans Parish School Board. The lease
agreement called for the vendor to provide an education learning system to 39 classrooms. The
system included the computers, other hardware, furniture, software, and hardware and software
maintenance for 1,170 workstations. Additionally, the vendor agreed to provide staff
development for the teachers and administrators and to “provide the infrastructure to support this
educational learning system, inclusive of electrical wiring, computer wiring, computer furniture,
computer hardware, and peripherals.” Additionally, the Orleans Parish Purchase Order referred
to the initial payment of $2,332,500 as, “First Payment of three payments for thirty-nine (39) ...
classroom leases.”

We disagree that Orleans Parish followed procedures and adequately justified the sole-source
procurement required by 34 C.F.R. §§ 80.36(b)(9) and (c)(3) which state—

Grantees and subgrantees will maintain records sufficient to detail the significant history
of a procurement. These records will include, but are not necessarily limited to the
following: rationale for the method of procurement, selection of contract type, contractor
selection or rejection and the basis for the contract price. . . . Grantees will have written
selection procedures for procurement transactions.

Additionally, 34 C.F.R. §§ 80.36(c)(4) states—

Grantees and subgrantees will ensure that all prequalified lists of persons, firms, or
products which are used in acquiring goods and services are current and include enough
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qualified sources to ensure maximum open and free competition. Also, grantees and
subgrantees will not preclude potential bidders from qualifying during the solicitation
period.

The Sole Source Justification Form, provided to us by Orleans Parish’s Purchasing Department
and dated November 25, 2003, did not provide the rationale for using the vendor selected. After
we asked Orleans Parish for the written details, the vendor sent a letter dated April 24, 2003,
stating, “JRL Enterprises is the sole manufacturer and distributor of I CAN Learn© Education
Systems.” While the one-page letter stated that JRL Enterprises was the sole source, Orleans
Parish never provided us with documentation drafted at the time the sole source occurred
justifying the procurement method used or the basis for the contract price.

Furthermorg, the Orleans Parish’s chief procurement officer did not sign the sole-source
justification provided by LDE nor did it contain a written determination and justification by the
procurement officer to use sole source. The Orleans Parish Director of Compliance did not
approve the sole source justification, as is required by school policy, and he refused to approve
the purchase requisition. Additionally, the Director of Purchasing stated in a letter to the
Director of Compliance that, “This contract was negotiated without any Purchasing involvement
and resulted in unusual terms and conditions outside normal Orleans Parish School Board
Operating Policies.”

Orleans Parish was unable to demonstrate that it conducted the procurement transaction in a
manner providing full and open competition. Therefore, we have not changed our
recommendations.

FINDING NO. 3 -- Questioned Expenditures Due to Audit Scope Limitation

Other costs totaling $17,407,118 were charged to Title I during our audit period. We question
these costs due to an audit scope limitation and the possibility of significant unsupported costs
based on the high incidence of unsupported costs in the amounts we did audit.

At the completion of our audit fieldwork we requested a management representation letter from
Orleans Parish officials. The Government Auditing Standards, paragraph 7.54, suggests that
auditors obtain a written representation letter in order to confirm representations and to reduce
the possibility of misunderstandings.
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In his representation letter to us, the Orleans Parish Superintendent made the following
statements:

“....In that connection, we confirm that to the best of our knowledge and belief:

e There may exist irregularities involving management or employees who have or had a
significant role in New Orleans’ compliance with the Department’s requirements
contained in the Elementary and Secondary Educational Act (ESEA) of 1965, as
amended, Title 1.

e There may be irregularities involving any persons, outside consultants for example, that
could have a material influence on the compliance with the requirements contained in the
ESEA of 1965, as amended, Title 1.

o There are material transactions that may have not been properly recorded in the
accounting records related to compliance with the Department’s requirements contained
in the ESEA of 1965, as amended, Title L.

e We have furnished all documents and reports requested during the course of the audit but
they may not be accurate nor complete.

¢ We have complied or disclosed any noncompliance with all laws and regulations
pertaining to the ESEA of 1965, as amended, Title I.

e The computer-processed data and related records provided to your staff fairly present the
administration of our computer system for July 1, 2001 through December 31, 2003.
However, the data and related records may not be reliable when used for their intended
purposes.”

The Orleans Parish Superintendent also informed us that because he had recently implemented a
task force to target corruption within the school system, he could not possibly assure us that all
Orleans Parish records were accurate or that the unaudited $17,407,118 in costs claimed were
reasonable, allowable, and allocable.

We believe several factors contributed to the cause of these serious deficiencies including a
lack of adequate controls in Orleans Parish’s accounting system. During our audit, we
learned that over 50 employees had open-system access to the Oracle Computer System.
Open-system access allows individual employees to change financial and operational data
outside of their functional department (Human Resources, Payroll, Payables, and Finance).

We also learned that basic security features to track changes in the Oracle system were
either not set up properly or were overridden. As a result, Orleans Parish has never made
use of the auditing feature in its Oracle software, which would be useful to determine who
performed specific actions or to detect any malicious or unauthorized activities.
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Additionally, the 2002-2003 Single Audit described significant deficiencies and the auditors
disclaimed an opinion on Federal awards based on the significance of uncertainties and
inability to rely on the basic accounting systems.

An audit scope limitation was encountered when the Superintendent could not assure us that
records provided were reliable, the payroll computer system was accessible to over 50 employees,
payroll records were not provided to us, lists of Title I employees were not provided to us, many
expenditures sampled were not properly documented or were unlocatable, and the Single Audit
auditor disclaimed an opinion on Federal awards due to significant deficiencies and the inability
to rely on the accounting system.

We recommend that the Assistant Secretary for Elementary and Secondary Education instruct the
Louisiana Department of Education to—

3.1  Provide sufficient documentation to support $17,407,118 or refund that amount to the
Department of Education.

3.2 Require Orleans Parish to establish adequate controls in its accounting system to ensure
costs charged to Title I and other Federal grants are properly accounted for and used in
accordance with applicable laws and regulations.

LDE concurred with our finding and recommendations. LDE stated in its response that Orleans
Parish takes this finding very seriously, as it highlights significant problems that contributed to
Findings 1 and 2. LDE stated Orleans Parish would continue to investigate the finding and to the
best of its ability, develop a list of specific Title I charges for the school’s internal audit staff to
review for allowability under Title I regulations. LDE stated that it would then work closely
with the Department of Education to resolve any remaining claims for unallowable expenditures.

On May 25, 2004, we issued Interim Audit Memorandum State and Local No. 04-03 to the
Department's Chief Financial Officer and the Assistant Secretary for the Office of Elementary
and Secondary Education. In the Memorandum we advised the Department of Education
(Department) of the need to designate Orleans Parish as a high-risk grantee and to impose special
conditions on all current and future awards to Orleans Parish. We also recommended that the
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Department advise the LDE to consider placing special conditions on grants it makes to Orleans
Parish that include Federal funds.

On July 16, 2004, the LDE notified the Department that beginning July 1, 2004, the Orleans
Parish School District was considered to be in a “high risk” status for all Federal grant programs.
The LDE cited 34 C.F.R. § 80.12, which states that a subgrantee may be considered high risk if
an awarding agency determines that a subgrantee: “(3) has a management system which does
not meet the management standards set forth in this part . . . .” The LDE also noted that,
“[a]ccording to this law, an acceptable financial management system must provide adequate
financial reporting, recordkeeping, internal controls, budget control, allowable costs, and cash
management.”

The LDE required Orleans Parish to meet certain conditions before the State would allocate
Federal funds for fiscal year 2004-2005. These conditions include requiring Orleans Parish to:

1. Submit specific documentation to substantiate all expenditures for future requests for
funds for all Federal programs.

2. Engage an independent certified public accountant to conduct a performance audit in
which the efficiency and effectiveness of all fiscal operations, including but not
limited to payroll, budget, contracts, procurement, and grants management, are
examined.

3. Submit a detailed corrective action plan to specifically address all findings identified
in the performance audit.

4. Provide a report on the benefits of outsourcing all or a portion of the district’s fiscal
processes and duties, including payroll, budget, contracts, and grant management.

5. Develop a structured system improvement plan containing timetables, measurable
goals and priorities for, among other things, organizational and budgetary changes.

In response, the Orleans Parish Superintendent stated that he understood the seriousness of the
high-risk status and intended to adhere totally and completely to all conditions, procedures and
performances.

The objective of our audit was to determine whether the Orleans Parish, through the New
Orleans Public Schools, properly accounted for and used Title I, Part A grant funds in
accordance with the ESEA of 1965, as amended, EDGAR, and the cost principles in OMB
Circular A-87.
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To accomplish our objective, we—

e Reviewed the financial statements and OMB Circular A-133 audit reports for the years
ended June 30, 2002 and June 30, 2003;

e Reviewed Orleans Parish’s Title I grant application and budget narrative;

e Reviewed Orleans Parish’s Grant Performance Reports;

e Reviewed Orleans Parish’s School Board Minutes for the meetings of November 26,
2003 and June 16, 2003;

e Reviewed written policies and procedures for budgeting, accounting, procurement,
payroll, and fringe benefits for the Title I grants;

o Judgmentally selected 97 of the largest transactions from non-duplicated vendors and
traced them to supporting documentation. The reviewed transactions account for
$5,317,235 or 23 percent of the total dollars expended to vendors. We reviewed 20
transactions for fiscal year 2001-2002, 60 for fiscal year 2002-2003, and 17 for part of
fiscal year 2003-2004; and

o Interviewed various Orleans Parish employees and LDE officials.

We were unable to obtain and verify the accuracy, completeness, and reliability of computer-
generated data documenting payroll charges for employees assigned to work on the Title I grant
program. Even though we made several requests for data from Orleans Parish officials, they
were unable to provide us with a list of Title I employees and the amounts charged to Title I for
each employee. However, to achieve our audit objective for reviewing non-payroll transactions,
we relied, in part, on computer-processed Title I funds request forms submitted to the LDE by
Orleans Parish. We verified the completeness of the data by comparing source records to
computer-generated request forms, and verified the authenticity by comparing computer-
generated request forms to source documents.

We conducted our fieldwork at Orleans Parish Public Schools’ Central Office between February
9, 2004, and April 1, 2004. We discussed the results of our audit with Orleans Parish officials on
March 31, 2004. An exit conference was held with LDE officials on August 31, 2004.

Except as described above and the scope limitation described in Finding No. 3, our audit was
performed in accordance with generally accepted government auditing standards appropriate to
the scope of audit described above.

Our assessment of Orleans Parish’s internal control structure was limited to those areas identified
while conducting substantive tests of costs charged to the Title I grant. Our audit disclosed a
significant lack of internal controls, which adversely affected Orleans Parish’s ability to
administer Title I funds. Specifically, we concluded that Orleans Parish needs to improve its
internal controls related to the maintenance and retention of payroll, personnel, and financial
records, reviews and approval of transactions charged to Title I, and using competitive bidding
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practices for significant equipment purchases. Those weaknesses and their effects are identified
in the AUDIT RESULTS section of this report.

Statements that managerial practices need improvements, as well as other conclusions and
recommendations in this report represent the opinions of the Office of Inspector General.
Determinations of corrective action to be taken will be made by the appropriate Department of
Education officials.

If you have any additional comments or information that you believe may have a bearing on the
resolution of this audit, you should send them directly to the following Education Department
official, who will consider them before taking final Departmental action on the audit:

Raymond J. Simon

Assistant Secretary

Office of Elementary and Secondary Education
U.S. Department of Education

400 Maryland Avenue, SW

Washington, DC 20202

It is the policy of the U.S. Department of Education to expedite the resolution of audits
by initiating timely action on the findings and recommendations contained therein.
Therefore, receipt of your comments within 30 days would be greatly appreciated.

In accordance with Freedom of Information Act (5 U.S.C §552), reports issued by the Office of
Inspector General are available, if requested, to members of the press and general public to the
extent information contained therein is not subject to exemptions in the Act.

Sincerely,

/s/
Sherri L. Demmel

Regional Inspector General
for Audit

Attachment



ATTACHMENT

Summary of Unsupported Costs, Other Questioned Costs, and Allowed Costs of
Title I Funds Administered by Orleans Parish

For the Period July 1, 2001, through December 31, 2003

Unsupported Costs
; 2003-2004
- Fiscal Year 2001-2002 2002-2003 through Totals
Dec 31, 2003
Salaries $17.713,393.64 | $16,477.993.49 | $5,689,505.34 | $39,880,892.47
Fringe Benefits | $3,320,717.49 | $4,529.917.02 | $1,368,424.09 |  $9.219,058.60
Payroll Total | $21,034,111.13 | $21,007,910.51 |  $7,057,929.43 | $49,099,951.07
Contract $1,980.00 $60,149.63 $0.00 $62,129.63
Services
Travel $25.832.32 $5.964.79 $3.600.00 $35.397.11
Supplies $0.00 $233,878.33 $0.00 $233.878.33
Equipment $88.558.14 $41,741.16 | $2.322.500.00 |  $2.452,799.30
N "'3[',5:;?"" $116,370.46 $341,733.91 |  $2,326,100.00 2,784,204.37
Unsupported | o) 150 48150 | $21,349,644.42 |  $9,384,029.43 | $51.884.155.44
Expenditures
Questioned Costs
Other
Questioned
Costs — Audit | $7,961,842.05| $8,858,752.45 $586,523.79 | $17.407,118.29
Scope
Limitation
Allowed Costs
o 2003-2004
Fiscal Year 2001-2002 | 2002-2003 through Totals
ohE G Dec 31, 2003
g°“‘T?Cf $197.084.55 $367.216.10 $ 7,080.00 $571,380.65
ervices
Travel $ 96.,502.49 $185.420.99 $12.379.80 $294.303.28
Supplies $418.050.02 $840.691.61 $17.224.85 |  $1.275.966.48
Equipment $ 32.708.00 $344,072.83 $14.600.00 $391,380.83
A""‘;z‘t’af"“s $744,345.06 |  $1.737.401.53 $51284.65| $2,533,031.24
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DEPARTMENT OF EDUCATION

POST OFFICE BOX 94064, BATON ROUGE, LOUISIANA 70804-9064
Toll Free #: 1-877-453-2721
http://www.doe.state.la.us

January 14, 2005

Sherri L. Demmel

Regional Inspector General for Audit
U.S. Department of Education
Office of Inspector General

1999 Bryan Street, Suite 2630
Dallas, Texas 75201-6817

Dear Ms. Demmel:

On November 17, 2004, the Louisiana Department of Education (LDE) received Draft
Audit Report, ED-OIG/A06-E00008, regarding the Orleans Parish School Board. The
Louisiana Department of Education appreciates the opportunity to respond to the Office
of Inspector General’s (OIG) findings outlined in its draft audit report. This response
was originally due thirty days after the date of the letter. On December 18, 2004, the
LDE requested an extension to respond to the findings. The OIG granted the extension
and required that this response be submitted no later than January 14, 2005.

Attached is a copy of the Louisiana Department of Education’s response to the findings.
If you have questions, please contact Dr. Robin Jarvis, Assistant Superintendent of the
Office of Student and School Performance, at 225-342-3513 or use the toll-free number
listed above. '

Thank you for your cooperation.

gt /Du,wd’

e Superinten of Education

Enclosures
c: Marlyn J. Langley

Robin Jarvis, Ph.D.
Beth Scioneaux

“An Equal Opportunity Employer”
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Lonisiana Department of Education
Response to Draft Audit Report: ED-OIG/A06-E0008

Submutted to:
Sherri L. Demmel

Regional Inspector General for Audit
U.S. Department of Education
Office of Inspector General
1999 Bryan Street, Suite 2630
Dallas, Texas 75201-6817

The Louisiana of Education (LDE) appreciates the opportunity to respond to the Office
of Inspector General’s (OIG) findings outlined in its November 16, 2004, draft audit
report about the use of Title I funds administered by the Orleans Parish School Board
(OPSB). This response was originally due thirty days after the date of the letter;
however, OIG granted an extension and required that this response be submitted no later
than January 14, 2005.

LDE is working closely with OPSB to investigate the specific findings described in the
draft report. Additionally, LDE has hired Grover Austin, an expert consultant with
extensive prior audit experience, to work with Orleans Parish staff to locate and/or
reconstruct necessary or missing documentation. Mr. Austin is a former state legislative
auditor who is familiar with federal fiscal and administrative requirements, as well as
with the Orleans Parish School System. Orleans Parish is devoting significant staff
resources to work with Mr. Austin.

As discussed in more detail below, OPSB has located some documentation to support the
questioned charges. Those documents are attached as exhibits to this response. We
request the opportunity to submit additional documents and further request the OIG
review this documentation before issuing a final audit report. OPSB is gathering the
additional documentation and will send it to OIG promptly.

LDE appreciates the seriousness of the issues raised in the draft audit report and
acknowledges there are material weaknesses in OPSB’s current grants management
system. Indeed, in response to these weaknesses and well before the issuance of this
audit report, LDE placed the Orleans Parish School District (the District) on “high risk”
status for all federal grants on July 16, 2004. As part of this status, LDE has attached
special conditions to all allocations of federal funds to the District. Under the special
conditions, the District must:

e Submit specific documentation to substantiate all expenditures of federal funds.
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* Engage an independent certified public accountant to conduct a performance
audit to examine the efficiency and effectiveness of all fiscal operations.

¢ Provide a report on the benefits of outsourcing all or a portion of the District’s
fiscal processes and duties.

e Develop a structured system improvement plan containing timetables,
measurable goals and priorities for organizational and budgetary changes.

LDE and OPSB are committed to addressing these weaknesses and to strengthening the
District’s controls so it can better administer federal funds. In accordance with the
special conditions, OPSB, under the oversight of LDE, is drafting detailed workplans
with specific corrective action items. These workplans will focus on:

Payroll
Procurement
Budget

Grants Management

Financial Management, including recordkeeping, reporting, internal controls and
cash management

In addition to the external expertise of Grover Austin, OPSB has retained Deloitte &
Touche to conduct a performance audit of the District’s fiscal operations. Deloitte and
Touche will provide OPSB with recommendations for systemic improvements. These
recommendations will lay a foundation for the District’s corrective action workplans.
LDE will monitor this process and provide technical assistance where appropriate.

LDE and OPSB are also committed to addressing the specific issues raised by the draft
audit report. LDE has the following responses to the auditors’ findings:

Finding No. 1 — Payroll and Fringe Benefits Were Not Adequately Documented

The auditors found OPSB did not have sufficient documentation to support $49.1 million
in payroll and related fringe benefits claimed for reimbursement from Title I funds. OIG
recommended OPSB provide the necessary documentation or return the funds to the U.S.
Department of Education. District staff have been working with Mr. Austin to locate the
documents necessary to support the questioned payroll benefits. Unfortunately, a
hardware failure caused the loss of all electronic claims filed with LDE. Thus, OPSB
will be unable to reconcile expenditures in the general ledger to the claim documents
filed with LDE.

District staff will continue to work with Mr. Austin to identify the employees paid with
Title I funds and to obtain any necessary certifications, time distribution records, or
alternative documentation to justify the charges to Title I. Although we initially believed
the District was missing critical payroll documents, District employees have just located
extensive documentation related to these expenditures. These documents include a listing
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of teachers supported with Title I funds and associated time and effort certifications. Mr.
Austin is reviewing these documents to determine if they are sufficient to support the
questioned charges. If necessary, Mr. Austin will also continue to review existing
documentation to determine whether any reconstruction is possible. Finally, OPSB will
review its current payroll procedures to identify areas that can be improved. OPSB will
pay particular attention to the following areas:

¢ Internal Controls —- OPSB will concentrate on increasing controls over its
payroll system to ensure federal funds are properly allocated based on employees’
time and effort, consistent with appropriate federal cost principles. For example,
OPSB will ensure employee functions are properly segregated.

¢ Document Retention — A vital component of OPSB’s workplan will be
developing an improved system for the retention, maintenance and retrieval of
necessary accounting and other payroll records. Part of this system will include
ensuring all necessary payroll reconciliations are performed appropriately.

e Training — OPSB will provide training to all employees involved in federal
programs. Trainings will focus on appropriate payroll certifications, record
retention, and crosscutting administrative and fiscal management (e.g., OMB
Circulars, EDGAR, and other requirements).

OPSB will consider other areas in need of improvement, especially any recommendations
included in the Deloitte & Touche report.

Finding No. 2 — Non-Payroll Related Expenditures Were Not Documented

The auditors found Orleans Parish could not provide adequate documentation to support
thirty-three procurement transactions. These transactions fell into the following
categories: contract services, travel, supplies, and equipment. OIG recommended OPSB
either provide the necessary documentation or return $3,142,286 to the U.S. Department
of Education. OPSB disagrees with some of the conclusions reached by the auditors.

Contract Services
The auditors concluded OPSB could not provide adequate documentation to support
disbursements made for contract services. Specifically, the auditors noted:

e OPSB could not locate any documents to support one disbursement of $13,000.
OPSB has located invoices and other supporting documents for this disbursement
and will make them available to OIG for its review.

e OPSB could not locate approval documents for five disbursements totaling
$182,635. For two of these disbursements, OPSB has located the requisite
approval documents. Attached as Exhibit A is an excerpt from the minutes of a
November 12, 2001, OPSB meeting. These minutes reflect that OPSB approved a
contract with Xavier University at a cost not to exceed $70,000. The auditors
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questioned a $25,000, payment made under that contract. Attached as Exhibit B
is an excerpt from the minutes of an August 12, 2002, OPSB meeting. These
minutes reflect OPSB approved a contract with Sylvan Education Solutions in the
amount of $1,496,036. The auditors questioned a $121,504.80 payment made
under that contract. For the remaining three disbursements, OPSB will provide
OIG with an acknowledgement from the appropriate supervisors that they
approved the purchases and used the items for allowable Title I purposes.

e OPSB could not provide a purchase order or receiving report for one
disbursement of $13,000. OPSB will provide OIG with an acknowledgement
from the appropriate supervisor that District personnel purchased the item in
accordance with the District’s policies and procedures, received the item, and
used it for allowable Title I purposes.

Travel
The auditors also concluded OPSB could not provide adequate documents to support five
disbursements made for travel costs. Specifically, the auditors noted:

e Orleans Parish could not provide approval documents for three charges totaling
$91,400. For one disbursement OPSB has located the requisite approval
document. Attached as Exhibit C is an approval memorandum dated July 30,
2002. The memorandum reflects an appropriate OPSB official approved a
contract with Radisson Hotel of New Orleans for meeting rooms and catering
services for the Annual Special Education Conference for Exceptional Children’s
Services and Title I Pre-Service. The auditors questioned a $65,568 payment
under this contract. For the remaining two disbursements, Orleans Parish will
provide OIG with acknowledgements from the appropriate supervisors indicating
they approved the travel for allowable Title I purposes. For two of these charges,
Orleans Parish will provide receipts that were obtained from the vendors.

¢ Orleans Parish could not provide any documentation supporting two
disbursements totaling $9,565. Orleans Parish will provide OIG with
acknowledgements from appropriate supervisors that they approved the travel for
allowable Title I purposes and other supporting documentation.

Supplies
The auditors concluded OPSB could not provide adequate documents to support ten
disbursements for supplies. Specifically, the auditors noted:

e QOPSB could not provide documents to prove eight disbursements totaling
$267,548 were for eligible Title I purposes or that the products were received or
properly approved. For three of these disbursements, OPSB has located some
supporting documentation. Attached as Exhibit D is a receiving report indicating
supplies from Wright Learning were received on December 11, 2002. These
supplies totaled $9,842. Attached as Exhibit E is an invoice from Successful for
All Foundation, Inc. for $10,870. Sharon L. Pau! signed the invoice,
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acknowledging the supplies were received. Attached as Exhibit F is a purchase
order and corresponding invoice for supplies totaling $12,958. These supplies
were purchased from Corporate Business Supplies. OPSB will provide additional
supporting documents, including acknowledgements from the appropriate
supervisors that they approved the purchases, the items were received, and they
were used for allowable Title I purposes.

e OPSB could not provide documentation justifying two sole source purchases
totaling $105,983. OPSB has located the requisite documentation. Attached as
Exhibit G is an OPSB Purchasing Department Sole Source Justification form for
the Race for Reading Program. The form is dated June 20, 2002, and approves a
sole source contract with Project 59 for Youth Foundation, Inc. OPSB
determined there are no regional distributors and that this is the only program that
would meet the department’s specialized needs. A letter from the vendor
certifying it is the only vendor selling the reading program is also included.
Attached as Exhibit H is a sole source approval for a contract with Lightspan
Partnership, Inc. for additional Lightspan program instructional materials. OPSB
determined a sole source contract was appropriate because the school already had
an existing Lightspan program in place, but wanted to expand the program to
other grade levels. Lightspan holds all relevant copyrights and is the only vendor
that could provide the additional material. A letter from the vendor confirming its
intellectual property rights is included.

Equipment

The auditors concluded OPSB could not provide documents to support three annual
leases for thirty-nine mathematics workstations, including computer software, hardware,
computers, furniture, and interconnecting wiring. These contracts were sole sourced.
OPSB respectfully disagrees with the auditors’ conclusions. The contract did not consist
of three annual leases, but was an installment contract to pay the purchase price over
three years. OPSB acknowledges its resolution approving the contract did not use clear
terminology. JRL originally offered: (1) to sell the software for a one-time, upfront
payment of $2.3 million; or (2) to enter into a “lease-purchase” agreement for $2.5
million. Under the lease-purchase option, OPSB would make installment payments over
three years but at the end would own the software. OPSB negotiated with JRL and was
able to enter into the three-year agreement for $2.3 million. Attached as ExhibitIisa
memorandum from an LDE attorney describing the background of the contract.

This purchase was exclusively for software. It did not include any hardware, computers,
furniture or wiring, All such equipment was funded through a direct appropriation from
the federal government to the vendor, not with Title I funds. This is confirmed by LDE’s
attorney in Exhibit L.

The software that was purchased with Title I funds was proprietary software, available

from only one source. The vendor holds a copyright to the software an.d is.the only
vendor who sells it. Attached as Exhibit J is a letter from JRL confirming it holds
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exclusive patents to the software.! This software is listed on the U.S. Department of
Education’s website, “What’s Working in Education,” as a best practice in Education.
The Louisiana Public Bid Law (Title 38 of the Louisiana Revised Statutes), as well as the
policies and procedures adopted by OPSB, allow the school board to enter into non-
competitive contracts for proprietary sofiware available from only one source. These
rules are consistent with federal regulations, which allow grantees and subgrantees to use
non-competitive procedures when “the item is available only from a single source.” 34
CFR § 80.36(4). Attached as Exhibit K is an OPSB Purchasing Department Sole Source
Justification form approving the purchase.

The auditors also questioned why OPSB entered into a three-year agreement with the
vendor. Under the contract, the vendor absorbed all interest costs. The school board only
paid for the direct cost of the software. Before entering into the contract, the school
board conducted an appropriate price analysis and determined the installment contract
was more advantageous than a lump sum payment. The school board also determined the
software was advantageously priced as compared to other governmental sales. Attached
as Exhibit L is a price analysis reflecting the price paid by OPSB compared to the prices
paid by two other states. Based upon this comparison, it is evident OPSB paid a
competitive price.

The auditors also noted:

e OPSB could not provide adequate documents to support four disbursements
totaling $88,558. OPSB will provide OIG with documents indicating the items
were properly ordered in accordance with District policies, the items were
received, and were used for approved Title I purposes.

e OPSB could not identify how three equipment charges totaling $27,103 benefited
the Title I program. For two of these charges, the auditor concluded OPSB could
not provide purchase orders or receiving reports. For one of these charges, OPSB
has located an invoice and acknowledgement of receipt. Attached as Exhibit M is
an'invoice from Audio Visual Mart for equipment totaling $6,356. An employee
signed the invoice to acknowledge the items were received. For another charge,
OPSB has located an invoice, which is attached as Exhibit N. OPSB will provide
OIG with a letter documenting the Title I program’s need for the questioned
items. Further, OPSB will provide acknowledgements from the appropriate
supervisors indicating the items were purchased in accordance with the District’s
policies, the items were received, and they were used for allowable Title I
purposes.

e OPSB could not provide receiving reports for two disbursements totaling $13,747.
OPSB can provide acknowledgements from the appropriate supervisors indicating

! Please note, the letter was emailed to OPSB. The word processing software contains a macro that
automatically updates the date in the document. Although the document is dated December 8, 2004, it was
in fact signed in April 2003. This is confirmed by the accompanying printout of the email from JRL to
OPSB, which is dated April 24, 2003.
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the items were purchased in accordance with the District’s policies, the items
were received, and they were used for allowable Title I purposes.

e OPSB made duplicate disbursements of $7,247. OPSB agrees with the auditors
and will refund $7,247 to the U.S. Department of Education.

OPSB acknowledges the auditors identified weaknesses in its procurement procedures.
OPSB will review its current procedures to identify areas that can be improved. OPSB
will pay particular attention to the following areas:

e The Approval Process — As part of strengthening its management controls,
OPSB will review each “decision point” to ensure the appropriate supervisors
approve appropriate decisions. If necessary, OPSB will document these levels of
review and train employees on how to get approval of purchase requests.

e Justification of Purchases — OPSB has adopted policies and procedures that are
consistent with state and federal law. However, OPSB will review those
procedures to determine if they need to be clarified or improved. Specifically,
OPSB will review its procedures related to sole source contracts. OPSB will also
provide training to ensure employee properly implement all procurement
procedures.

¢ Document Retention — As discussed in Finding No. 1 above, a vital component
of OPSB’s workplan is to develop a process to retain and safeguard all necessary
documentation.

Finding No. 3 — Questioned Expenditures Due to Scope Limitation

The auditors questioned an additional $17,407, in Title I expenditures due to an audit
scope limitation. OPSB notes there is no evidence these expenditures were inappropriate.
OPSB takes this finding very seriously, as it highlights significant problems that
contributed to Findings 1 and 2. As described above, OPSB is forming a task force and
drafting detailed workplans with specific corrective action items to dramatically improve
the District’s financial management system.

District staff will continue to investigate this finding. To the best of its ability, OPSB
will develop a list of the specific Title I charges and the OPSB internal audit office will
audit the list to ensure all expenditures were allowable under Title I. LDE will then work
closely and cooperatively with the U.S. Department of Education to resolve any
remaining claims for unallowable expenditures.
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SECTION C~Page 8
November 12, 2001

SECTION C: CONSENT I'TEMS

V) - UNIVERSITY COURSES LEARNING ACADEMIES and HIGH PRIORITY SCHOOLS

Seventy-five participants including teachers and principals from the Leaming Academies and high-
priority schools will be selected to participate in specifically designed graduate-level university courses.
The selection criteria for participants will be based on the fixst seventy-five teachers and principals who
wish to enroll in the program. All participants must meet the university requirements and standards. If
the enroliment falls below seventy-five, teachers and principals from the remaining corrective action

schools will become eligible to participate. This initiative will become operational at & cost not to exceed
$70,000.00 per semester. '

JASA, Title l/Consolidated Progrems and Professional Development, in collaboration with Xavier
University and the Department of Curriculum, Instruction and Educationsl Support Program, have
identified courses that align with the district’s instructional focus, State and Local Standards, high-stakes
testing, and other initiatives that promote student learning. Course syllabi, textbooks, instructions
materials, follow-up and support services will be selected and/or developed to complement the curriculum
for the New Orleans Public Schools. The courses will be structured in a way that offers teachers and
principals the opportunity to:

o become a certified reading specialist;

o apply and assess Jearnad research-based practices;

+ increase knowledge in the areas of reading, writing, mathematics, and
technology;

» participate in' a teacher-exchenge program, peer coaching and
focus/study groups sessions; and

e receive school-site support and assistance from university professors as
practices taught in the courses are implemented in the classroom.

Additionally, teachers and principals will gain effective teaching and learning practices through
proven professional development that has an impact that is far reaching. Participation In the courses
will ensure sustsined leamning oppormnities and the potential to increase academic performance for thousands of
students. ‘The course offerings will begin during the upcoming spring session, :

Instructional Technology Teaching Reading and Writing in the Content Areas

Adv. Inst. Tech LA INTECH Mathematics the Workshop Way

Foundation of Reading Practicum in Reading »

(Methods of Teaching Reading) Special Problems in Research for Administrators

Diagnostic and Prescriptive Reading (Clinicc:il )Supervlsion and Supervisory ~Approaches to
. Instruction

RECOMMENDATION: That the Orleans Parish School Board approve the graduate courses 10

be conducted at Xavier University for teachers and principals from the Learning Academies and
High-Priority Schools during the Spring 2002 semester at & total cost not to exceed $70,000.00.
Funds are available in the Title I Accountability Grant.
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SECTIOND -PAGE 6
August 12, 2002

DIVISION OF FINANCIAL SERVICES

03-2.021

Two proposals were received from flrms to provide educational services for Title ! non public
schools, The proposals were reviewed by a Screening and Evaluation Committes composed of
representatives from Purchasing, the Archdiocese of New Orleans and Title I. Sylvan Education
Solutions was selected because of its experience, prior performance and cost.

Funds are available in the Title ] Budget. The total cost of this contract is not to exceed
$1,496,036.00 for the period September 1, 2002 through August 31, 2003 with the option to
renew for three (3) edditional years if mutually agreeable under the same terms and conditions.

The Purchasing and Procurement Committee has reviewed this recommendation. The Board
Gencral Counsel will prepars the contract. '

RECOMMENDATION: That the Orleans Parish School Board accept the proposal to
enter into & contract with Sylvan Education Solutions in the
amount of ${,496,036.00 as previously listed. (Item #03-2.021
is funded in the Title | Budget).

@
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t MATERIALS & SUPPLIES §97,126.50

RENTAL OF MEETING ROOMS & CA G SER OR ANNUAL
SPECIAL EDUCATION CONFERENCE FOR EXCEPTIONAL CHILDREN'S

AND TITLE I PRE-SERVICE ON AUGUST 7-9, 2002 PROPOSAL #7739)

Requestor(s): itle
xceptional Children’s
ervice .

esignation by Compliance cer; General Bid
Advertisement Dates: Times Picayune
© July 19,2002
Opened: Monday, July 29, 2002

Vendors Receiving Bids: 13 Vendors Responding: 1

Principa he Comps
S8 Q

Background ipformation
These services are needed to facilitate the Annual Special Education Conference held by

Exceptional Children’s Services and the Pre-Service held by the Title I Department. The
Radisson Hotel of New Orleans submitted the only bid meeting the specifications. Funds
are gvailable in the Exceptional Children's Services and Title I Accounts. The total cost

of this purchase is $97,126.50.

PREPARED ON 7 84102 BY:

REVIEWED ON 7 13¢102 .BY:

AUTHORIZED BY 7 [ 102 BY:
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Dear Principal /Dept. Head £.4
wakato act el sevonis oo e vusbomedusBusitutom, AL,

-green copy of purchase ordef (or if the green
ersigned in the

If delivery is complete and merchandise is satisfactory, please forw
copy has been sent, please send & signed copy of the purchase order) to the attention o
Accounts Payable Section. WE THANK YOU FOR YOUR COOPERATION.

If approval is being withheld, please state the reason below and return this copy onlv at once to the Accounts
Payable Section. Also, please specify whether you contacted vendors concerning any difficulties.

If you have any questions, please call.

Very truly yours,

FORM NO.: AP 001 (8/98) FAX No.: (304) 365-541

- School/Dept. Response Yellow - School/Dept. Copy Pl
Vi =Sne -r/.. .9.'; " An?mcm%{mw ‘

A/P Vandor File
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DM TARIWM WY

SUCCESS F'og (;\LBIB FOUNDATION, INC.
anmggne mo 21297-1434

Bill To:

Barbaza C. Jordan Elementarzy
4348 Reynes Streat

(410) 516 2300

...... ( 2=

ﬁm\W@ﬁ@@ ST

Ship To:

\

01/28/2001

Barbara C. Jordan Elementary

4348 Reynes Street

New Orleans LA New Oxleans LA 70126
£t /&0
[PURCHASE ORDER NO. | CUSTOMER D SALES D'\ [BHIPPIAG MEYHER] .+ PAYMENT TERME

AN12A0% i d = 0 — - -

GuANTITY T L SRR e POW T SiBepn ] AT PRE m
2 | 791-3135 Tescher Mstl Lov K 180 Gonaum Kit §¢ 0000 §28,00
2| 781-3136 Grage K - Msnipulative Kit 24$9.0000 $595.00
2 | 791~-3137 Geade K - Consumablo it 81¢,0000 §120 00
2| 781=-3124 Tasehar Matie Lew X 18 53€9.0000 $694.00
1]781-3091 N Teacher Matl Pritscy School Manipulabite Xit 845.0000 545,00
2| 791-2982 Teacher Hatl Lav A 15 Win Math Gullesin Biasd Kin §3(9.0000 §§98.00
2 ]731-25%37 W Grase 1 Mamipulative Kiv §493.0060 £338.00
2| 781-3068 Grade ) Consumable Manipulotive Xit §§9.0000 4132.00
2| 781-3003 Toacher Matl's Lavel B LMy $3¢9.0000 $590.00
2| 791-2548 ¥R Grada 2 Commorcial Hanipulstive Kis §499.0000 v$52.00
2| 781-3080 W/ Gracs 2 Consumable Menipulative Kit §64.0030 $122.00
1|781-2487 ¥Wd Intasmeciate School Msnipulative Kit $219.0000 £219.00
2| 791-232E8 W Grada 3 Cevmarclal Hanipvlative Kit 2693.0000 $1,398.00
2(791-1408 ¥4 Gr 3 Census Manipulstiva kit $15.0000 §38,00
21| 781-2870 ™ Grade { Commpscds) Wanipulaciva Kit §689.0000 #1,398,00
2(751-1415 Grado 4 Consusadle Wanipulative Kit 24,0000 148,00
3] 791=-2981 Grado 5 Cemnercial Monipolative Kit §645,0000 #1,037,00 |
3] 791-1420 WA G3.5 = Consum tantpulative Kic " £35.0000 511100

- v V/
it )
= o

If you nave
please call 1-800- -548~-4998.

oot

i

r account,

ota

N0 Blank Rlly Tvoka Form

Hisc $0.00
Tax $0.00
Freight 50.00
E ”\Ohb QJOU Discount ~$0.00
Total 510,870.00
PAETTRRLLY, |
sg% | P.11
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JRLEANS PARISH SCHOOL BOARD
- “BUFCHASING DERPARTMENT
3510 GEN. DEGAULLE DR.
- NEW ORLEANS, LA 70114
PHONE: (504) 365-5500
FAX: (504} 3685-5509
FAX: (504) 385-5511

VENDOR: CORPORATE BUSINESS SUPPLIES
273 PLAUCHE STREET
HARAHAN, LA 70123
Onited States

Purchase Order

EATON ALL INVUICES, FACKING
NCE RET ATED TO THIS OHDER

PURCHASE OROER NO. m PAGE
ozsovaa 1

SHIP TO:

Title I Department

3500 General DeBGaulle Drive
New Orleans, LA 70114

L United States

N

( BILL TO:

‘ Accounts Payable

3510 General DeGaulle Drive
Buite 487
New Orleans,
United States

LA 70114

TOMER ACCOUNT HO. VENDOR NO. DATE DA ORDER/BUVER
5334 29~JUN-02
SHIFVIA

Freight Carrier

REVISED DATE / BUYER

FOB.
Destination

PART HUMBER / DESTRIPTION

REQi{55748 MARK FOR
CONNEC TABLES TOP
CNR2460 FINISH (ACM)
CHERRY

} | CONNEC TABLE FOLDING 29~-JUL~02
LEGS CNTELEG24-218 '

1 | CONNEC TABLES GANGING | 29-JUL-02
FLUSH PLATE CNGFP

{ | CONNEC TABLES BRAKING |29-JUL-02
CASTERS CNCB

5 | SALERNO 4371-4 CHAIR 29-JUL-02
COLOR: HUNTER GREE
LEARHER/MOCK LEATHER
458/558-COLOR CODB

6 | SALERNO 4370-3 CHAIR 29-J0L~-02

COLOR: HUNTER GREEN
LEATHER/MOCK LEATHER
458/558-CLOR CODE

| DELIVERY DATE |

auaumiry

ROOM 319 12-805-6101-51510-0612-0000-0000
8.00 Each 96 . 88 775.04] N
16.00 Each 94.0% 1,505.28 N
12.00 Each 10.3 124.200 N
32.00 Each 9.6 308.80 N
40.00 Bach 244 .94 9,798.4d N
1.00 Each 297 297.00 &

Unapproved Incresses will not be honored.

The Onsans Parish School Board is Exempt From All Federal Taxes
and City Sales Taxes.

AHTRORITEN SIGNATURE




VURFUKALE BUSINESS SUPPLIES, INC,

’ : Attachment :,é)
Your Single Source Supplier"”
273 PLAUCHE STREET
- HARAHAN, LA 70123 Page 1 0F 1
PHONE (504) 234-3072  Fax (504) 7343035 £ Phiisbing Sinset
Hawahan, LA 70123 J

WYVOICENG. 450434

| ORLEANS PARISH SCHOOL BORRD (2) TI :

. 3510 GEN: DEGAULLE DR. FOR o

7 'ACCOUNTING DEPARTMENT : ; AL - .
i NEW ORLEANS, LA 78114

SALES PERSON PURCHASE CRDEA NO

QuanTITY iTen
SHIPPED |  B.C NUMBER

SCCCEEE
T

AL |12, 958,37
SUBTOTAL : ] B :g
@4

A2y 958.7

] T
ICE CHARGE will be added lo PAS
gﬁ?ﬁ.%:)ﬂtl:%ﬁl\!mi is an ANNUAL PhE’?'CENT:gE
onsibility ceases w good
ggir\s'::l 1!?’:-.!9.:;?:? Relmned merchandise will tiol be.

accepted without ptior approval.

SHIPPING

~AUSTOMER ORIGINAL
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v ORLEANS PARISH Q)@[h’lﬂ& um PURCHASING bR

SOLE SOURCE JUSTIFICATION

4

School / Departiment;

Requestor Name:

Commodity or Services;

Vendor Name and Address:

that apply to the pr Attach a memorandum containing complete
Justmcaﬂon and support documentation as direclad below (More than one entry will apply to most sole source
products / services requasted).

1. 2 SOLE SOURCE REQUEST FOR THE ORIGINAL MANUFACTURER OR PROVIDER, THERE ARE NO
REGIONAL DISTRIBUTORS, (Attach the manufacturer's written certificationthat no reglonal distributors
exist; the certification will be valid for one (1) calendar year. Item No. 4 also must be completed).

2. séLE SOURCE REQUEST IS FOR ONLY THE METRO (NEW ORLEANS) AREA DISTRIBUTOR OF
THE ORIGINAL MANUFACTURER OR PROVIDER. (Attach the manufaclurer’s - not the distributors -
written cenlﬁcallon that Identifies all regional distributors. Item No. 4 also must be completed).

3. THE PARTS / EQUIPMENT ARE NOT INTERCHANGEABLE WITH SIMILAR PARTS OF ANOTHER
. MANUFACTURER. (Explain in separate memorandum),

4, Z THIS IS THE ONLY KNOWN ITEM OR SERVICE THAT WILL MEET THE SPECIALIZED NEEDS OF
THIS DEPARTMENT OR PERFORM THE INTENDED FUNCTION. (Altach memorandum with detafls
of spectalized funclion or application).

5 — THE PARTS / EQUIPMENT ARE REQUIRED FROM THE SOURCE TO PERMIT STANDARDIZATION,
(Attach memorandum - describing basls for standardization request).

- I The atlached requisitlon has been reviewed by the Compliance Officer.

undegsigned request that competitive procurement be waived and that the vendoridentified as the supplier
justification is authorized as a sole sourca for the service

ez

& =20 - 00—

(DATE)

NOTE: PLEASE FORWARD THIS COMPLETED FORM AND SUPPORT DOCUMENTATION TO THE PURCHASING DEPARTME

DISAPPROVED:

REASON FOR DISAPPROVAL;




Attachment

sn. 10 2002 11:20RM FUJITSU PC 770-323-5186 P17

PROJECT 59 FOUNDATION  * PO.BOXTIONR  ~ ATIANTA, GA 30357  ° 04-459READ  ° FAX: T70-323-5166

W June 10,2002
New Orleans Schools '

3500 General Degaulle
New Orleans, LA 70114

Re: Sole Source Declaration

Dear I

Per our conversation, the Project 59 Race for Reading Program is exclusively provided
by Project 59 for Youth Foundation, Inc.

The program CORtains:

School Fact Survey

Skill Assessment Forms

Parent Guide

Teacher Instructions

Program Implementation Guide
Car Assembly Kits

Please contact if you have questions or require additional jnformation.

est Regards,




Attachment

..-——""_-‘.

SOLE SOURCE-INSTRUCTIONAL MATERIALS $37,983.00

7 A ADDITIONAL LIGHTSPAN PROGRAM INSTRUCTIONAL MATERIALS FOR
"'6-"{ FLITTLE WOODS ELEMENTARY SCHOOL

Regquestor: _t‘Liule Woods Elementary School

Approving Administrative Staff Officer: _ot‘Title [
Designation bv Compliance Officer: General Bid
DT 2/ 757

Principals of the Company

als of the Company:
IGHTSPAN PARTNERSHIP. INC (San Diego, CA '7(.20 /83 éa’

At the regular meerting, August 13, 2001, the School Board approved the purchase of Lightspan
Program tor Little Woods Elementary through the CSRD Grant. The Priacipal is requesting the
purchase of additional materiais 1 expand the Lightspan Program to other grade levels. Funds
for this purchase are available in the Little Woods-[IASA Instructional Supplies Account. The
total cost of this purchase is $37,983.00.

RECOMMENDED ON 03/04 02 BY:

REVIEWED ON 03/04/02 BY:

AUTHORIZED ON 03/04/02 BY:



http:537,983.00
http:S3:~983.00

Attachment
| ‘ LGHTSPAN

September 5, 2003

M’Y 8chool

3127 Mertin Luther King Bhvd,
New Orieans, LA 70128

Subject: Sole Souree Letter

oea NN

Lightspan, Inc. s the sole source and provider of Lightspan products and senvices.

Lightspan, Inc. 'holds and retains sole and exclusive ownership of, and all rights, tils, and
Interest in and to, (1) Lightspan Achleve Now™, Lightspan's K-8 Interaciive curriculum soltware
product, (i) The Llghtspan Network®, Lightspan’s educational activty snd resource Intemet
service, and (jily Lightspan eduTest Assessment™, Lightspan's educational ass esament internet
service (collectively teferred to as "Lightspan Products”). Lightspan holds sole and exdusive
title to and owngrship af, and/or holds all necessary and requisite rights, icenses and authority

to distribute, aip standard and optional features, funcronallty and semces associated with the
Lightspan Prodacts.

Lightspan solefy end exclusively awnsall ¢ mhfs trademarks, patents, rsd® secrets and any
and all other intellectual property assodated with the Lightspan Producs, Lightspan is the sole
source and sals provider of the Lightspan Products. Lightspan Achisve Noww, The Lighispan

. Network and. lighispan eduTest Asssssment are not available for pwchaxse, licensing or
distribution, dirgctly or indirectly, from any third part&OEM or resdler, Lightspan holds and

retalns any and all necessary llcenses, permits ard other administrative avtho rizations required
. to distribute and provids the Lightspan Products.

Vary truly yours,

10140 Campus ot Orive
San Disga, CA 92121-150
B384 ALL KOS PHONE
8581245001 PAX

wwwiightspan.com




Attachment

JRL Enterprise Contract 2003

introduction:

JRL received a direct appropriation from the Congress/USDOE for the ICanLearn System
on behalf of the Orleans Parish Schoo! Board. The direct appropriation was for hardware
and installation. ORL S8 was to pay for the software from Title 1 funds. The proposal

to tha §B for software was $2.3 miilion for 3 years in an outright purchase, or $2.5 for

a 3 year lease-purchase. JRL intended to sell the leas2 purchase agreement on the

open market, to derive iis sale price of $6.9 million. However, the resciution adopted

by the ORL 5B was miswritten, and the board adopted the lower amount g8 a lsase-purchase.

JRL decided not to pursue the interast amount and absordsd the intersst charges.
Sole Source: -
Orleans School Board has sols source provisions in its purchasing practices that mirror provision
in the state procuremant code. Tha effect is fo adopt in part state purchasing regulations.

The purchase was of proprietary softwara, avaliable only from one vendor, JRL. JRL has
provided a sols source latter, and ORL SB created certification of sole source. JRL has
provided additional sole source documentation from TX and AL .

The student software (electronic textbook) was on the state approved list of textbooks.
The additional remedial textbook (pre-Algebra) and management software {Explorer)
is only compatible with the approved textbooks. All of the software is proprietary and
is not soid through retaliars.

Competitive Pricing: )
JRL provided a summary of ks contracts for GA and MS, as well as its pricing. My review
of the pricing indicates It is competitive, even advantagous, when compared to the GA/MSB
contracts.

Interest: .
in that JRL absorbed the interest, Titie 1 was not charged Interest costs.

RS 39:1554 (E) {stete procuremaent code] provides, "E. Political subdivisions authorized to adopt this Chapter,
The procurement of supplies, services, major repairs, and construction by a political subdivision of this
state shall be in accordance with the provisions of R8 38:2181 through 38:2318, except that Il politcal
subdivisions are suthorizad to Bdopi all or part of this Chapter and ts accompanying regulations.”

RS 39:1410.60 C1 [local govemnmant finances) provides, “As used In this Section, the term "debt” or
"evidence of debt” shall not include a Iease of a movable or an instaliment purchass agresment
contains & nonappropriation clause, and does not contain an anti-substitution or penalty clauss,
providad that if such lease or instaliment purchase agreemsnt is enterad into in conjunction with
the issuance of bonds, notes, certificates, or othar obligations which would otherwise be required to
be approved by the State Bond Commission, State Bond Commission approval of such financing
transaction shall continue o bs requirsd.”

RS 39:1596 {state procurement code) provides; "Any procurement not exceeding the amount established
by executive order.....may be made in accordance with the small purchase procedures.” The relevant
executive order provides, *No competitive bidding is required.....Publications and/or copyrighted meterials
purchased directly from the publisher or copyright holder;"

School board purchasing regulations state, “A contract may be awarded for a required supply, service, or major
repair whe, under regulations, the Chief Exacutive Officar/Superintendent or designee determinas (n writing



http:39:1410.60
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Attachment

that therz is only one source for the required goods and service




Message Attachment

Page 1 of |

Sent: nesday, Decamber 08, 2004 10:24 AM
To:
Ce:

SoleSource42403

Subject: FW:

!Iease Ind attached 2003 sole source letter and email trail.
Let me know if you need anything else. | can be reached at_

Reiardsl

From:

Sent: Thursda il 24 3 B:56 AM
To:
Subject eSource42403

Electronic copy of sole source document attached.

12/9/2004




Attachment

I CAN Learn®

Education Systems

JRL Enterprises, Inc.

3520 General DeGaulle Dr. » Suite 1100 » New Orleans, Loulsiana 70114 « (504) 263-1380 « Fax: (504) 263-1545
Toll Free: (888) 263-1390 » Emall: info@icanleam.com « Website: www.icanlearn.com

December 8, 2004 :d MJJ(Z! Comarnls) .Zf{ dusitgad
.Laautw

M‘)uu*
m h{da\ﬂ-*&
aw Orleans Part 16 School

3310 General DeGaulle Drive
New Orleans, LA 70114

Deo: I

Please accepr this letter as our affirmation that JRL Enterprises, Inc. is the sole source for
I CAN Learn® Education Systems The “Interactive Computer Aided Natural Learnlng” ®
Education System, I CAN Learn ® for short, and I CAN Learn® is protected against
imitations by U.S. Patents #5,267,865, #5,441,415, #5,788,508, #6,604,856, Des.

385,431, European #0 656 139 and 12 foreign patents.

JRL Enterprises, Inc. is the sole manufacturer and distributor of [ CAN Learn®
Educational Systems. An independent study by the University of New Orleans
Department of Educational Leadership and a Louisiana Certified Program Evaluator
concluded:

“Students in the I CAN Learn® classes significantly outperformed students in the
teacher-only classes regardless of ability level or gender. There is no doubt in my mind
that students will learn more-and at an accelerared pace-if provided one-on-one, computer
assisted, and teacher supported instruction that your product offers. The controlled
conditions under which we validated this approach provide compelling evidence of its
usefulness in improving student achievement. Iam aware of no other product that is -
supported by such empirically-based evidence of success.”

Trust that this is sufficient information to certify our sole source qualifications. Please
call if there are any questions or if further information is required.

Sincerely,

!! !ntcrpnses, !c.



http:www.lcanleam.com
http:InfoGlcanleam.com
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Attachment

RN PRI Sonl00L llARI PURCHASIE DEPARTIIENT

——— gSOLE SOURCE JUSTIFICATION

School/Department: o) Al el NC i grm i dany - L Ty g bl ot T

Requestor Name:

Goods or Services:

a b
Estrmated gxpenditure of the above goodg'gﬁgu J\'i
Vendor Name and Address: \Tr@i..f £

Check all eniriss below that apply to the proposed purchase, (Mare than one entry will apply to most sole

source products / services requested), Attach a memorandum containing complete justification and support
documentatjon as directed below.

1. _« SOLE SOURCE REQUEST FOR THE ORIGINAL MANUFACTURER OR PROVIDER, THERE ARE NO
REGIONAL DISTRIBUTORS. (Attach the manufacturer's wrilfen certlfication that no reglonal distributors
exist; the certification will be valid for one (1) calendar year. ltem No. 4 aiso must be completed).

SOLE SOURCE REQUEST IS FOR ONLY THE METRO (NEW ORLEANS) AREA DISTRIBUTOR OF
THEORIGINAL MANUFACTURER OR PROVIDER. (Attachad the manufacturer’s - not to distributors -
vritten certification that identifies ali regional distributors. ftem No. 4 also must be completed).

3. THE PARTS / EQUIPMENT ARE NOT INTERCHANGEABLE WITH SIMILAR PARTS OF ANOTHER
MANUFACTURER. (Explain in ssparate memorandum).

4, THIS IS THE ONLY KNOWN ITEM OR SERVICE THAT WILL MEET THE SPECIALIZED NEEDS OF
THIS DEPARTMENT OR PERFORM THE INTENDED FUNCTION. (Attach memorandum with detalis
of specialized function or application).

s THE PARTS/EQUIPMENT ARE REQUIRED FROM THE SOURCE TO PERMIT STANDARDIZATION.
(Attach memeorandum-describing basis fpr standardization request).

oe

6. The attached requisition has been reviewed by the Compliance Officer.

The undersigned request that competitive procurement be waived and that the vendoridentified as the supplier
of the service or material described in this sole source justification is authorized as a sole source forthe service

or material.
(st s
(DATE)
(DIVISION CHIEF) (DATE&
Ik o g
NOTE: PLEASE FORWARD THIS COMPLETED FORM ARD SUPPORT DOCVMA"QQ Eﬁ%zcm\sma DEPARTMENT

SOLE SOURCE.

APPROVED; 3¢ M]H e

DISAPPRQV

REASON FOR DISAPPROVAL:




Attachment

JRL Cost Comparison _
Client New Orleans Public Schools 03 State of Mississippi 03 State of Georgia 02
Cost per new class purchase
Quantity of classrooms 38 20 9
| CAN Leam Software $150,000.00 $150,000.00 $150,000.00
Utilities Sofiware Grant/in kind Grant/In kind $2,500.00
Hardware Grant/In kind GrantIn kind $48,850.00
Fumiture Grant/in kind Grant/in kind $28,650.00
Implementation _ na $5,000.00 na
3 yr Service Grant/in kind $45,000.00 $50,000.00
3 yr Service (comm link) Grant/n kind Grant/in kind $10,000.00
3 yr Summer Conference na na $7,166.50
Installation Grant/In kind Grant/n kind $10,000.00
“Sub-total $150,000.00 $200,000.00 $307,166.50
Total $5,850,000.00 —$4,000,000.00 $2,764,498.50
Cost for service existing class
Quantity of classrooms 12 na na
Upgrade/Maintenance $33,125.00 na © na
3 yr Service $60,000.00 na - na
Sub-total $93,126.00 na na
Total $1,117,500.00
“Contract totals $6,067,500.00 $4,000,000.00 $2,764,498.50
Software cost breakdown '
| CAN Leamn Software license gty cost/license extended class cpst
Classroom Explorer 1 $25,000.00 $25,000.00
Algebra 30 $2,600.00 $75,000.00
Pre Aigebra : 20 $2,500.00 $50,000.00
Pre Algebra (in kind) 10 $0.00 $0.00
Total $150,000.00
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AUDIO VISUAL MART, INC. :
' P.0. Box 23020 % {
Harahan, LA 70183 Ja
(504) 733-1500 : ,
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. 3 ‘e ._ . e
SOLO  orleans Parish Scnoo) Goard -\ . BHP yalker Sr. High”Schopl
10 3SJ0 General-PeGaulls Or © T0 2832 General Heybr.st,
How QOrieans, LA 70114 New orleans, LA 70114
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b t X ¥ )
DADERNG | OROER DATE ms;p‘mm PURGHASE URDER NG, TSHIPVIA TEAIS “‘.f
2I027| Foh 17 03 15020 18 0!90192/ UPS--Rag’ullr Ground Nekt 30 Days
g_m‘m 3 nwnunm' DESCAIPTION UNIT PRICE EXTENCED FAICE )
| o i] AVH-MISC smartboard . P 1.88%.00 ea 9.00
$f 4 0| AYH-HlSC Epson $3 projector 1,589.00 ¥pl 6,356.00
Serial Nuubersyﬂor projectors, are as follows! : '
EYHO2ZL133K, EYHDBIO549K, EYNOZLO345K, Evﬁosioss:sx//
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z ' -
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L . - Attachment

AN § S MW T WA I W e LIS Purchase Order 2
3510 GENERAL de GAULLE DRIVE 0193171~ : 2
NEW ORLEANS, LA 70114 !ilflli;j‘f.';-ir'.fl"l‘: an ’v;' 2‘-';'&".‘ nl..;n :1‘ 5 frﬁi:.::xz‘
PHONE: (504) 304.5648 " st MGt It Gt
FAX: (504) 365.5509 : . SHIP TO;
Carver Senior High School

FAX: - (504) 365.5611

3059 HIggins Boulevard
New Orleans,LA 70126
United States

\, e
g (EﬂLﬂl h
VENDOR: APPLIED BUSINESS CONCEPTS Accounts Payable
2829 VIRGINIA STREET 3510 General DeGaulle Drive
KENNER, LA 70062 Suite 487
United States New Orleans,LA 70114
L United States B
TOMER ACCOUNT HO. VENDOR NO. DATE OR GRDEABUYER REVISED DATE / BUYER h
5620 28-JU'L-03_
ENT TERUS SHIP VIA ROB,
ot 30 Freight Carrier Destination

GHT TERMS REQUESTOR / DELIVER TO

CONFIRM TO / TELEPHONE

GUANTITY iy | UNIE PRICE

Req 0
1.00 Each 1699 1,695.40 N

DELIVERY DATE

2 TRAY FINISHER
o SHIP TO:
Address at top of pag

7,247.00

FILE




