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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

MANAGEMENT’'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2025

The Management's Discussion and Analysis of the Louisiana State Licensing Board for Contractors
(the "Board”) financial performance presents a narrative overview and analysis of the Beard's
financial activities for the year ended December 31, 2025. This document focuses on the current
year's activities, resulting changes in net position, and currently known facts in comparison with
prior year's information. Flease read this document in conjunction with the Board's financial
statements, which follows this section.

FINANCIAL HIGHLIGHTS
» The Board's total net position increased by $2,130,998 or 470% of the restated amount.

s The operating revenues of the Board increased by $1,470,242 or 19%.
* The operating expenses of the Board decreased hy $1,299,534 or 15%.

* The net non-operating revenues and expenses of the Board increased $17,066 or 30%.

OVERVIEW OF THE FINANCIAL STATEMENTS

This financial report consists of four parts: Management's Discussion and Analysis (‘MD&A”), Basic
Financial Statements, Required Supplementary Information, and Supplementary Information
consisting of the schedules of Board Members’ Per Diem and Compensation, Benefits, and Other
Payments to Agency Head. Other than the MD&A, the Board's required supplementary information
includes the Schedules of Changes in Total Other Post-Employment Benefits ("OPEB") Liability and
Related Ratios, Employer's Proportionate Share of the Net Pension Liability, and Employer's
Pension Contributions. These reports fulfill the minimum requirements for Special Purpose
Governments Engaged in Business-Type Activities established by the Governmental Accounting
Standards Board ("GASB”).

BASIC FINANCIAL STATEMENTS

The basic financial statements of the Board present information about the Board as a whole, in a
format for Business-Type Activities designed to resemble that used in the private sector. The
statements in this section include the Statement of Net Position; the Statement of Revenues,
Expenses and Changes in Net Position; and the Statement of Cash Flows and related notes to the
financial statements.

The Statement of Net Position presents the current and long-term portions of assets and liabilities
separately. The difference between total assets plus deferred outflows and total liabilities plus
deferred inflows is reported as net position. Over time, increases or decreases in net position could
serve as a useful indicator of whether the financial condition of the Louisiana State Licensing Board
for Contractors is improving or deteriorating.

The Statement of Revenues, Expenses, and Changes in Net Position presents information on how
the Board's assets changed as a result of current year's operations. Regardless of when cash is
affected, all changes in net position are reported when the underlying transactions occur. As a
result, transactions are included that will not affect cash until future fiscal periods.

The Statement of Cash Flows presents information on how the Board's cash flow has changed as a
result of the current year's operations. The cash flow statement is prepared using the direct method
and includes the reconciliation of operating income (loss) to net cash provided (used) by operating
activities (indirect method).



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

MANAGEMENT’'S DISCUSSION AND ANALYSIS

DECEMBER 31, 2025

The following presents condensed financial information on the operations of the Board:

Summary Statement of Net Position and Changes in Net Position

As restated
2025 2024 Change

Assets

Current assets $ 11.218,422 BN 10,312.666 3 898,756

Capital assets. net 10,663,352 10,1192.004 544,348

Total assets 21.881,774 20,438.670 1.443,104
Deferred ocutfiows 1.462,611 1,785.746 {323,135)
Liabilities

Current abilities 6,440,192 6.168,825 271.367

Noncurrent liabilities 13,271,608 14,638,744 {1,367.136)

Total liabilities 19,711,800 20,807,569 {1,095 769)
Deferred infiows 1,956,342 1,871,602 84,740
Net Position

Net investment in capital assets 10,389,751 9,985,891 385,860

Unrestricted {8,693,508) (10,438,645} 1,745,138

Total net position 1,676,243 {454 755} 2,130,998
Cperating revenues 3 9,169,734 $ 7,698,792 $ 1,470,942
Operating expenses

Saiaries and benefils 4,533,560 6,310,584 (1.777.024)

Travel 319,580 230,788 88,792

Operating, supplies, repairs and maintenance 839,916 831,196 8,720

Professional 443,166 275,271 167.895

Depreciation and amortization 524,802 408,259 116,543

Contributions to CETF 451,032 355,492 95,540
Total operating expenses 7.112,056 8,411,590 (1.299.,534)
Operating income (loss) 2.057,678 (712.798) 2.770,476
Non-aperating revenues & expenses 73,320 56,254 17,066
Change in net positicon 2.130,928 (656.544) 2.787.,542
Net Position - Beginning of Year (454,755) 201.789 {656,544)
Net Postion - End of Year 3 1,676,243 3 {454.755) 3 2.130,998

The Board’s financial condition is rather favorable in the short-termy as current assets of $11,218,422
well exceed current liabilities of $6,440,192. This indicates an ability to satisfy obligations and conduct
operations in the near-term. However, because of significant pension and other post-employment
liabilities payable over the long-term that comprise most of the non-current liabilities of $13.271,608. the
overall net position is significantly less. That said, the net position of $1,676,243 is much improved over
the prior year's negative amount of $454,755, as restated.

Operating revenues of the Board increased by almost 20% as a result of asserted efforts by the Board to
increase fees as the Board's oversight responsibilities have expanded through legislation. Existing fees
were increased {within legislative authority) and new processing and administrative type fees were
established in order to address added costs. Except for Salaries and benefits, operating expenses
increased hecause of this expanded oversight role, and because of inflation and other factors. Salaries
and benefits decreased significantly, primarily because of lower pension and other post-employment
benefits contribution rates and changes in actuarial assumptions revealing a more positive outlook
regarding the cost of future benefits,






LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

MANAGEMENT’'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2025

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Board was created in 1856 to protect the public from fraudulent. inexperienced. and
incompetent contractors. lts autheority includes menitoring of construction projects to ensure
compliance with licensing requirements. Through its regulation and enforcement of contractor
licensing laws, the Board promotes integrity in the construction industry. This role ensures a level
playing field for companies licensed to do business in Louisiana.

The 2026 budget continues the Board's tradition of providing high quality services to the public
while prudently managing the public’s funds. The goal in preparing the budget has been to make
recommendations consistent with the Board's long-term priorities to be fiscally responsible to the
individuals we serve.

As of the date these financial statements were prepared, the total number of licenses to be issued
and reflected in the 2026 budget was projected to be relatively consistent with 2025. Therefore,
revenues are budgeted to be relatively consistent, but with a conservative 3% decrease. The costs of
salaries and benefits will continue to he the primary driver of overall expenses, which are budgeted
to increase at approximately 8% for 2026, The net revenue and expense is budgeted to essentially
break even for 2026.

However, on the horizon exists the impacts of Act 908 of 2026 legislative session which abolishes
the Louisiana State Plumbing Board and transferred the powers, duties, assets. obligations, and
licensing functions of the State Plumbing Beard to the Louisiana State Licensing Board for
Contractors (the Board). Accordingly. the operations and financial picture of the Board will expand
upon the date of the transfer effective January 1, 2027.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Board's finances and to
demonstrate the Board’'s accountability for the money it receives. If you have any questions about
this report or need additional information, contact the Louisiana State Licensing Board for
Contractors, 600 North St., Baton Rouge, LA 70802,




LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

STATEMENT OF NET POSITION
DECEMBER 31, 2025

Enterprise
Fund
ASSETS
Current assets:
Cash and cash eguivalents $ 10498575
Investments 602,520
Other current assets 117,327
Total current assets 11,218,422
Noncurrent - Capital assets:
Property and equipment, net 10,201,515
Right-to-use lease assets, net 22836
intang:ble right-to-use software agreements, net 439,001
Total capital assets, net 10,663,352
Total assets 21,881,774
DEFERRED OUTFLOWS OF RESOURCES
Pension related 708.381
Other postemployement benefits related 754,230
Total deferred outfiows of resources 1,462,611
LIABILITIES
Current liabities:
Accounts payable 492,848
Refunds payable 8517
Due to Contractors' Educational Trust Fund 451,032
Unearned revenues 4,969,671
Current portion of long-term liahilities:
Compensated absences payable 137,712
Lease liabilities B.088
Software subscription habilities 132,033
Total other post-employment benefits 240,291
Total current habilities 6,440,192
Noncurrent liabilities:
Noncurrent compensated absences 339.079
Lease hahilities 14 845
Software subscription liabiities 138,635
Total other post-employment benefils 6,845,374
Net pension liability 5933675
Total noncurrent habilities 13,271.608
Total habilities 19,711,800
DEFERRED INFLOWS OF RESOURCES
Pens:on retated 1,019,055
Other postemployement henefits related 937.287
Total deferred inflows of resources 1,956,342
NET POSITION
Net investment in capital assels 10,369,751
Unrestricted {8,693,508)
Total net position $ 1,676,243

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



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2025

Enterprise
Fund
OPERATING REVENUES
Licenses and fees $ 9.169,734
OPERATING EXPENSES
Salaries and benefits 4,533,560
Travel - field personnel 203,466
Travel - other 116,114
Operating services 657,999
Supplies 107,704
Professional services 443 166
Depreciation expense 321,082
Amortization expense 203,722
Repairs and maintenance 74,211
Contributions to the Contractors' Educational Trust Fund 451,032
Total operating expenses 7.112,056
Operating income (loss) 2,057,678
NONCAPITAL SUBSIDIES
Total noncapital subsidies -
Operating income (less) and noncapital subsidies 2,057,678
OTHER NONOPERATING REVENUES (EXPENSES)
Gain from the sale of capital assets 1,383
Investment income 93,774
Interest expense {21,837)
Total other nonoperating revenues (expenses): 73,320
Increase in net position 2,130,998
Net position - beginning of year, as reported 3.145
Restatement (Note 1) (457,900)
Net position - beginning of year. as restated (454,755)
Net position - end of year $ 1676243

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



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2025

Enterprise
Fund
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from licensees and applicants $ 9,149,948
Cash paid to employees for services (5.,522,365)
Cash paid to suppliers for goods and services (1.831,176)
Net cash provided by operating aclivities 1,796,408
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of nvestments {25426}
Interest received on investments 93,774
Net cash provided by investing activities 68,348
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Sale of capital assets 1,383
Purchases of capital assels (580,254)
Payments for leases {principle} (23.721)
Payments for SBITAs (306,687}
Interest paid {21,837}
Net cash used in capital and related financing activities (931,116)
Net increase (decrease) in cash and cash equivalents 933,840
Cash balance - beginning of the year 9,564,935
Cash balance - end of the year $ 10,498,575
Reconciliation of operating income {loss) to net
cash provided (used) by operating activities:
Operating income {loss} 3 2.057 678
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:
Depreciation 321,082
Right-to-use lease amortization 22,999
SBiTA amortization 180,723
(Increase) decrease in assets and deferred outflows:
Other current assels 60,310
Deferred outflows 323,135
increase {decrease) in liabilities and deferred inflows:
Compensated absences payable 46,654
Refunds payable (33.513)
Accounts payabile 66,668
Unearned revenue 13,726
Due to CETF 95,540
QPEB hability (213,949)
Net pension liability (1,229,385)
Deferred inflows 84,740
Net cash provided by operating actwvities $ 1,796,408
NONCASH TRANSACTIONS
Addition of subscription hased {T programs $ 378,303
Addition of right-to-use lease assets 3 24,911

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



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

STATEMENT OF FIDUCIARY NET POSITION - CUSTODIAL FUND
DECEMBER 31, 2025

Custodial
Fund
ASSETS
Current assets:
Cash and cash eqguivalents 3 1,331,200
Total assets 1,331,200
LIABILITIES -
FIDUCIARY NET POSITION
Restricted for colleges and universities 3 1,331,200

The accompanying notes are an integral part of this financial statement.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION - CUSTODIAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2025

Custodial
Fund
ADDITIONS
Contributions:
Voluntary construction education 3 1,331,200
DEDUCTIONS
Distributions to others!
Colleges and universities 1,578,400
Net decrease in fiduciary net position (247.200)
Fiduciary net position - beginning of year 1,578,400
Fiduciary net position - end of year $ 1,331,200

The accompanying notes are an integral part of this financial statement.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'’S OFFICE, STATE OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Organization and Nature of Operations

The Louisiana State Licensing Board for Contractors (the "Board") is a component unit of the State
of Louisiana created within the Governor's office, as provided by Louisiana Revised Statute ("R.S.7)
37:2151. The Board is statutorily composed of 12 members appointed by the Govemor, who serve
terms of two to six years. In addition. the Residential Building Contractors Subcommittee consist of
5 members appointed by the Governor and two ex officio members, the Chairman and Vice
Chairman, appointed by the Louisiana State Licensing Board of Contractors. The Board is charged
with the responsibility of licensing and regulating contractors doing business in the state of
Louisiana. In addition, it is responsible for the health. safety, and general welfare of the general
public and providing effective and practical protection against incompetent, inexperienced, uniawful,
and/or fraudulent acts of contractors.

The Louisiana State Uniform Construction Code Council (LSUCCC or "Council”) was created in 2005
by Act 12 of the Legislature as provided by Louisiana R.S. 40:1730.21 — 40:1730.40. In 2025, the
Louisiana Legislature passed Act 120, Senate Bill No. 228 transferring its power and duties under the
Board. The Board now exercises the Council's duties, functions. and responsibilities under the
management of the Board's Executive Director. The Executive Director has the authority to use the
Board's funds for the operations of the Council. The Council is composed of 17 members appointed
by the Governor. The Council's purpose is to maintain reasonable standards of construction in
buildings and other structures in the state consistent with the public health, safety, and welfare of its
citizens. The primary function of the Council is to review and adopt the state uniform construction
code, provide training and education of code officials, and accept all requests for amendments of the
code (excluding the LA Plumbing Code).

Furthermore, legislative intent is that the Board shall monitor construction projects to ensure
compliance with the licensure requirements. The Board's operations are financed with self-
generated revenues, such as license, examination, and other related fees. As of December 31,
2025, there were approximately 20,000 licensed contractors in the state. The Board has 53 full-time
employees.

Reporting Entity

Government Accounting Standards Board ("GASB") Codification Section 2100 has defined the
governmental reporting entity to be the State of Louisiana. The Board is considered a component
unit (enterprise fund) of the State of Louisiana because the state exercises oversight responsibility
in that the Governor appoints the Board members, and public service is rendered within the state's
boundaries. The accompanying financial statements present information only as to the transactions
and the activities of the Board.

Basis of Statement Presentation

GASEH is the accepted standard setting body for establishing governmental accounting principles
and reporting standards. The principles are found in the Codification of Governmental Accounting
and Financial Repotting Standards, published by the GASB. The accompanying financial
statements have been prepared on the full accrual basis in accordance with accounting principles
generally accepted in the United States of America as applied to governmental units.



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'’S OFFICE, STATE OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Fund Accounting

Activities of the Board consist of Business-Type activities and Fiduciary-Type activities which are
accounted for within separate funds. Business-Type activities are accounted for within an enterprise
fund which are used to account for operations that are (a) financed and operated in a manner similar
to private business enterprises where the intent of the governing body is that the cost of providing
goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges: or (b) where the governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy. management control, accountability, or other purposes.

Fiduciary Funds can include trust funds and custodial funds and are used to account for activities that
are fiduciary in nature in which the Board holds or collects funds for other parties. The Board’s funds
include a single-business-type activity enterprise fund accounting for the majority of its operations
funded through fee revenue, and a Fiduciary-Type custodial fund for the collection of donations on
behalf of colleges and universities for construction education.

Basis of accounting refers to when assets, liabilities, revenues and expenses are recognized in the
accounts and reported in the financial statement. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied. The transactions of the Board,
for both the Business-Type activities and the fiduciary fund are accounted for by a flow of economic
resources measurement focus. With this measurement focus, all assets and all liabilities associated
with the operations are included in the Statement of Net Position. Separate financial statements are
presented for the Business-Type activities and the Fiduciary-Type custodial fund.

Revenue and Expense Recognition

The Board uses the following practices in recording revenues and expenses:

Revenues

Revenues are recognized using the full accrual basis of accounting; therefore. revenues are
recognized in the accounting period in which they are earned and become measurable, not when
they are received.

Expenses
Expenses are generally recognized on an accrual basis; therefore, expenses, including salaries,
are recognized in the period incurred, if measurable.

Non-operating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items. In
accordance with GASB Statement No. 103, non-operating revenues and expenses consist of
non-capital subsidies, capital subsidies, interest and investment income, interest expense and
certain other items as defined by the standard. All other revenues and expenses are generally
considered operating.

Unearned Revenues
Unearned revenues arise when potential revenues are collected or received prior to being earmed.

I4



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'’S OFFICE, STATE OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Cash and Cash Equivalents

Cash and cash equivalents include demand deposits with a fiscal agent bank and another bank.
Under state law, the Board may deposit funds in a fiscal agent bank organized under the laws of the
State of Louisiana, the laws of any other state in the Union, or the laws of the United States.
Furthermore, the Board may invest in time certificates of deposit of state banks organized under the
laws of Louisiana, national banks having their principal offices in Louisiana, in savings accounts or
shares of savings and loan associations and savings banks, and in share accounts, and share
certificates of accounts of federal or state-chartered credit unions.

Cash and cash equivalents are stated at cost, which approximates market. Under State law, these
deposits (or the resulting bank balances) must be secured by federal deposit insurance or the
pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus
the federal deposit insurance must at all times equal or exceed the amount on deposit with the
fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or
custodial bank that is mutually acceptable to both parties. On December 31, 2025, the Board had
$11.773,602 in deposits {collected bank balances). These deposit balances are secured from risk
by $308,323 of federal deposit insurance and $11,465,279 of pledged securities.

Investments

Short-term investments other than those invested in the Louisiana Asset Management Pool (LAMP)
are stated at amortized cost, which approximates market value. LAMP investments are stated at fair
value.

Capital Assets

Capital assets consist of office and computer equipment. software, vehicles, lease assets, and
SBITA's and the Board's office huilding and are capitalized at historical costs. These assets, net of
accumulated depreciation, are included on the Statement of Net Position. The Board follows the
Louisiana Property Assistance Agency ("LPAA™) policy for capitalizing and reporting equipment.
However, according to the Office of Statewide Reporting and Accounting Policy's instructions, all
types of capital assets are subject to varying thresholds based on their nature. The Board has
elected to set a threshold for capitalization at a level of $5,000 for all capital assets. Depreciation for
financial reporting purposes is computed by the straight-line method over the useful lives of the
assets. All would-be capital assets with costs less than the above thresholds are charged as an
expense.

The useful lives are as follows:

Computer equipment 5 years
Office furniture and equipment 6-10 years
Vehicles 5 years
Buildings and building improvements 7-40 years
Land improvements 20 years

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

5



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'’S OFFICE, STATE OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Leases

The Board accounts for leases in accordance with GASB Statement No. 87, Leases, which requires
recognition of lease assets and liabilities for leases previously classified as operating leases under
prior guidance. A lease is defined as a contract that conveys control of the right to use another
entity's non-financial asset (such as buildings, land, vehicles, or equipment) for a period of time in
exchange for consideration. Under GASB &7, at the commencement of the lease term, the Board
recognizes a lease liability equal to the present value of payments expected to be made during the
lease term, discounted using the interest rate implicit in the lease (or the government’s incremental
horrowing rate if the implicit rate is not readily determinable). A lease asset is also recorded, equal
to the initial lease liability, plus any payments made to the lessor at or before the commencement
date and certain direct costs. Lease assets are amortized over the shorter of the lease term or the
useful life of the underlying asset. Lease liabilities are reduced as payments are made and interest
expense is recognized.

Subscription-Based |T Arrangements (SBITA)

The Board accounts for Subscription-Based Information Technology Arrangements (SBITAs) in
accordance with GASB Statement No. 96, Subscription-Based Information Technology
Arrangements, which establishes accounting and financial reporting standards for SBiITAs.

A SBITA is defined as a contract that conveys control of the right to use another party's IT software,
alone or in combination with tangible capital assets, for a period of time in exchange for
consideration. Under GASB 96, at the commencement of the subscription term, the government
recognizes a subscription asset, measured as the amount equal to sum of the discounted present
value of the subscription payments over the term of contract, plus payments made to the vendor
before commencement and implementation costs, and a corresponding liability for the discounted
subscription payments. The subscription asset is amortized over the shorter of the subscription term
or the useful life of the underlying IT asset. The subscription liability is reduced as payments are
made and interest expense is recognized.

Long-term Obligations

Long-term obligations as of December 31, 2025, include compensated absences, scftware
subscription liabilities, lease liabilities, other postemployment benefit obligations, and net pension
liabilities that will not be paid within the next fiscal year.

Pensions

For purposes of measuring the net pension liability, deferred ocutflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the Louisiana State Employees Retirement System ("“LASERS") and additions
to/deductions from LASERS fiduciary net position have been determined on the same basis as they
are reported by LASERS. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due. and payable in accordance with the benefit terms.
Investments are reported at fair value.

16



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'’S OFFICE, STATE OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Other Post-Employment Benefits

The Board provides other postemployment benefits (OPEB) to eligible retirees, which primarily
include healthcare, dental, vision, and life insurance coverage. These benefits are provided through
the State of Louisiana’'s Office of Group Benefits through an agent multi-employer plan and are
accounted for in accordance with GASB Statement No. 75. The Board recognizes its proportionate
share of the plan’s total OPEB liability, deferred cutflows and inflows of resources related to OPEB,
and OPEB expense in its financial statements. The OPEB plan has placed no funds within an
irrevocable trust and therefore the tfotal OPEB liahility is reported on the Board's financial
statements.

Employee Compensated Absences

Employees of the Board earn and accumulate annual and sick leave at varying rates depending on
their years of service. The amount of annual and sick leave that may be accumulated by each
employee is unlimited. Upon termination, employees or their heirs are compensated for up to 300
hours of unused annual leave at the employee’s hourly rate of pay at the time of termination. Upon
retirement, unused annual leave in excess of 300 hours plus unused sick leave is used to compute
retirement benefits.

The cost of leave privileges, computed in accordance with GASB Ccedification Section C60, is
recognized as an expense and a liability in the financial statement in the period in which the leave is
earned. This liability includes amounts for employees’ earned but unused vacation and sick leave,
where applicable, that is expected to be paid in future periods. The accrual is based on current
employee pay rates and the probability of future payment. The liability is reviewed periodically and
adjusted for changes in compensation rates, employee tumover, and usage pattemns.

Net Position

Net position comprises the various net earnings from operation, non-operating revenues, expenses,
and contributions of capital. Net position is classified in the following components, as applicable:

Net investment in capifal assets consists of all capital assets, net of accumulated depreciation
and reduced by the outstanding balances of any borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted Net Position Restricted net position represents resources that are subject to
externally imposed restrictions, such as those imposed by creditors, grantors, contributors. or
laws and regulations.

Unrestricted Net Position consists of all other net resources that do not meet the definition of
restricted net position or net investments in capital assets.

When both restricted and unrestricted resources are available for use, it is the policy of the entity
to use restricted resources first, then unrestricted resources as they are needed.

17



LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'’S OFFICE, STATE OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Use of Estimates

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

Deferred Qutflows of Resources and Deferred Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net assets that applies to a future period and thus will not
be recognized as an outflow of resources (expenses) until then. In addition to liabilities, the
statement of net position will sometimes report a separate section for deferred inflows of resources.
This separate financial statement element, deferred inflows of resources, represents an acquisition
of net assets that applies to a future period and so will not be recognized as an inflow of rescurces
(revenue) until that time.

Accounting Changes and Correction of Errors

The Board follows the provisions of GASB Statement No. 100, Accounting Changes and Error
Corrections — an amendment of GASB Statement No, 62. Under this Statement, the accounting and
financial reporting requirements for accounting changes and error corrections will provide more
understandable. reliable, relevant, consistent, and comparable information for making decisions or
assessing accountability.

During 2025, the Board determined that certain occupational licensing review program (OLRP) fees
and license processing fees had heen accounted for incorrectly in prior periods. These fees were
previously recognized as revenue when collected. Upon further evaluation of the nature of the
services provided, the Board concluded that the fees relate to services performed throughout the
license period, including investigations, background checks, and ongoeing insurance verification
activities. Accordingly, these fees should be recognized as revenue over the license term, with the
unearned portion reported as unearned revenue.

The prior accounting treatment represented an error in the application of accounting principles as
defined by GASE Statement No. 100, Accounting Changes and Error Corrections. Accordingly, the
error has been corrected through a restatement of beginning net position as of January 1, 2025.

The correction increased uneamed revenue by $457,900 and decreased beginning net position by
the same amount as of January 1, 2025. In addition, had the error been corrected in prior periods,
license fee revenue and change in net position would have been decreased by $54,500 for the year
ended December 31, 2024,
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Summary of Significant Accounting Policies (continued)

Accounting Changes and Correcticn of Errors (continued)

The effects of the restatement to the December 31, 2024 net position are as follows:

Enterprise Fund:

Net position as of December 31, 2024, as reported 3 3,145
Error correction - unearned revenue recognition (457.900)
Net position as of December 31, 2024, as restated $ (454,755)

Newly Adopted Accounting Standards

GASB Statement 103, Financial Reporting Model Improvements was implemented for the 2025
reporting year. This Statement is intended to improve key components of the financial reporting
model to enhance its effectiveness in providing information that is essential for decision making and
assessing a government's accountability. Key features of this new standard that are applicable and
were adopted by the Beard include enhanced analysis of operations and balances within
management's discussion and analysis, and new classifications and reporting categories within the
statement of revenues. expenses, and changes in net position for non-capital subsidies, other non-
operating revenue, and unusual and infrequent items. The implementation of this standard resulted
in the presentation of the category of non-capital subsidies (although none are reported for 2025)
and other nonoperating revenue, reclassification of Contractors’ Educational Trust Fund
remittances from non-operating expense to operating expense, and greater depth of explanation of
the variances hetween the 2025 reported amounts in comparison to 2024 within management's
discussion and analysis.

. Cash and Cash Equivalents and Investments

Cash and Cash Equivalents:

As of December 31, 2025, the Board has deposits totaling $11,828,775 (book balances). All bock
balances are in demand deposit accounts.

investments:

The Licensing Board is subject to the provisions of Louisiana Revised Statute 33.2955, which is
ertitled “Investments by political subdivisions.” This law, among other things. outlines the types of
securities that public entities in Louisiana may acquire and hold as investments. These include U.S.
Government and agency securities, and certificates of deposit of banks domiciled or having a
branch office in the state of Louisiana. The Licensing Board only has investments in Louisiana
Asset Management Pool ("LAMP").
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Cash and Cash Equivalents and Investments (continued)

LAMP is administered by LAMP, Inc., a non-profit corporation crganized under the laws of the State
of Louisiana. Only local government entities having contracted to participate in LAMP have an
investment interest in its pool of assets. The primary objective of LAMP is to provide a safe
environment for the placement of public funds in short-term, high-quality investments. The LAMP
portfolio includes only securities and other obligations in which local governments in Louisiana are
authorized to invest in accordance with LA R.S. 33:2955. The following table provides information
on the credit ratings, maturity dates, and fair values associated with the Board's investments as of
December 31, 2025. The fair value is determined on a weekly basis by LAMP and the value of the
position in the external investment pool is the same as the net asset value of the pool shares.

Rating Maturity Dates
Louisiana Asset Management Pool, Inc. AAAM N/A 3602520

GASB Statement No. 40 Deposit and Investment Risk Disclosure requires disclosure of credit risk,
custodial credit risk. concentration of credit risk interest rate risk, and foreign currency risk for all
public entity investments.

LAMP is an investment pool that, to an extent practical, invests in a manner consistent with GASB
Statement No. 79. The following facts are relevant for investment pools:

s Credit risk: LAMP is rated AAAmM by Standard & Poor's.

» Custodial credit risk: LAMP participants’ investments in the pool are evidenced by shares of
the pool. Investments in pools should be disclosed but not categorized because they are not
evidenced by securities that exist in physical or book-entry form. The public entity’s
investment is with the pool, not the securities that make up the pool, therefore, no disclosure
is required.

+ Concentration of credit risk: Pooled investments are excluded from the 5 percent disclosure
reguirement.

« Interest rate risk: LAMP is designed to be highly liquid to give its participants immediate
access to their account balances. LAMP prepares its own interest rate risk disclosure using
the weighted average maturity ("WAM") method. The WAM of LAMP assets is restricted to
not more than 80 days. To provide for the required liquidity for withdrawals from LAMP, all
investments shall have, at the time of purchase, a maximum remaining maturity of 397 days
or 762 days for U.S. Government floating/variable-rate investments, and the dollar weighted-
average maturity of LAMP shall not generally exceed 60 days.

LAMP. Inc. is subject to the regulatory oversight of the state treasurer and the board of directors.
LAMP is not registered with the SEC as an investment company.
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Capital Assets

A summary of changes in property and equipment, right-to-use leased assets, and subscriptions for
the year ended December 31, 2025, is as follows:

Beginning End
of Year Additions Reductions of Year
Capital Assets:
Land and improvements $ 2887704 § - $ - $ 2,B887.704
Buildings and improvements 7.819,001 192 162 - 8.011.253
Office, furniture, and equipment 654,218 17,789 {250,450) 421,657
Vehickes 148,145 370,303 - 518,448
11,508,258 580 254 {250,450) 11,839,062
Less accumulated depreciation {1,566,915) (321.082) 250,450 {1,637.,547;
Totai Land, Buildings and Equipment, net 9,942,343 250172 - 10,201,515
Right-To-Use Lease Assets
Office equipment 92 6550 24912 {92,650) 24812
Less accumulated amortization (71.727) (22 599} 92.650 (2.076)
Totai Right-To-Use Lease Assets, net 20,923 1.913 - 22,836
Subscription-Based Information Technology
Arrangement Assets (SBITA)
Subscrptions 245072 463.986 - 709,058
Less accumulated amortization (89,334 (180,723} - (270.057)
Totai Subscription-Based Information
Technology Arrangement Assels, net 165,738 283,263 - 439,001
Totai Capital Assets, net % 10,119,004 $ 544348 $ - % 10,663,352

Amortization of the right-to-use leased and SBITA assets is computed by the straight-line method
over the estimated contract period. Amortization of the right-to-use leased and SBITA assets was
$22,999 and $180,723, respectively for the year ended December 31, 2025, and reported within
amortization expenses under operating expenses in the Statement of Revenues. Expenses. and
Changes in Net Position.

The Board has several contracts qualifying as SBITA's under GASB Statement No. 96 for legal
research, cybersecurity, and other operational functions, for which assets and liabilities are
recorded as explained in the significant accounting policies. All SBITAs entered into by the Board
utilized the average risk-free discount rate of 4.00% to measure present value of the cash flow for
determining the assets and liabilities.
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. Pension Plan (continued)

Retirement Benefits {continued)

Those members hired between July 1, 2006 and June 30, 2015, may retire at age 60 upon
completing five years of creditable service and those hired on or after July 1. 2015 may retire at age
62 upon completing five years of creditable service. The basic annual retirement benefit for
members is equal to 2.5% to 3.5% of average compensation multiplied by the number of years of
creditable service. Additionally, members may choose to retire with 20 years of service at any age.
with an actuarially reduced benefit. The plan also features certain disability and survivor benefits
upon experiencing a qualifying disability or death.

Deferred Retirement Benefits

The Gtate Legislature authorized LASERS to establish a Deferred Retirement Option Plan
("DROP"). When a member enters DROP, their status changes from active member to retiree even
though they continue to work and draw their salary for a period of up to three years. The election is
irrevocable once participation begins. During DROP participation. the accumulated retirement
benefits that would have been paid to each retiree are separately tracked.

Contributions

The employer contribution rate is established annually under La. R.S. 11:101-11:104 by the Public
Retirement Systems’ Actuarial Committee (PRSAC), taking into consideration the recommendation
of the System’'s Actuary. Each plan pays a separate actuarially determined employer contribution
rate. However, all assets of LASERS are used for the payment of benefits for all classes of
members, regardless of their plan membership.

Rates for the year ending December 31, 2025 are as follows:

Employee Employer
Plan Contribution Contribution
Plan Status Rate Rate

January 1 - June 30, 2025

Regular Employees hired before 7/1/2006 Closed 7.5% 34.74%
Regular Employees hired on or after 7/1/2006 Closed 8.0% 34.74%
Regular Employees hired after 1/1/2011 Closed 8.0% 34.74%
Reguiar Employees hired on or after 7/1/15 Open 8.0% 34.74%
July 1 - December 31, 2025

Regular Employees hired before 7/1/2006 Closed 7.5% 33.15%
Regular Employees hired on or after 7/1/2006 Closed 8.0% 33.15%
Regular Employees hired after 1/1/2011 Closed 8.0% 33.15%
Regular Employees hired on or after 7/1/15 Open 8.0% 33.15%

The Board's contractually required composite contribution rates for the year ending December 31,
2025 are actuarially determined as an amount that, when combined with employee contributions, is
expected to finance the costs of benefits earned by employees during the year, with an additional
amount to finance any Unfunded Actuarial Accrued Liability. Contributions to the pension plan from
the Board were $1,197,512 for the year ended December 31, 2025.

o]
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Pension Plan (continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
inflows of Resources Related to Pensions

On December 31, 2025, the Employer reported a liability of $5,933,675 for its proportionate share of
the Net Pension Liability. The Net Pension Liability was measured as of June 30, 2025 and the total
pension liability used to calculate the Net Pension Liability was determined by an actuarial valuation
as of that date. The Beard's proportion of the Net Pension Liability was based on a projection of the
Board's long-term share of contributions to the pension plan relative to the projected contributions
of all participating employers, actuarially determined. At June 30, 2025, the Board's proportion was
0.1316%, which was a decrease of 0.0001% from its proportion measured as of June 30, 2024. For
the year ended December 31, 2025, the Board recoghized pension expense of $226,477.

At December 31, 2025, the Board reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 82423 % -
Changes of assumptlions - -
Net difference between projected and actual earnings on
pension plan investments - (1,016 170)
Changes in proportion and differences between Board
contributions and proportionate share of contributions 1,596 {2,885)
Board contributions subseguent to the measurement date 524 362 -
Total $ 708,381 $(1,019,055)

Amounts reported as deferred outflows of resources of $624,362 resulting from Board contributions
subsequent to the measurement date will be recognized as a reduction of the Net Pension Liability
in the year ended December 31, 2026. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to pensions are recognized in pension expense over an
average estimated remaining service life of 2 years, except for amounts for investment differences
which are amortized over 5 years, and future expense recognition is as follows:

Year ended December 31: LASERS
2026 § 128,056
2027 {502,505}
2028 (387,005}
2029 {173,582}
$ {935,036}
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Pension Plan (continued)

Actuarial Assumptions

A summary of the actuarial methods and assumptions used in determining the total pension liability

as of June 30, 2025, are as follows:

Valuation Date

Actuarial Cost Method

Actuarial Assumptions:
Expected Remaining Service Lives
Investment Rate of Return
Inflation Rate

Mortality

Termination, Disahility,
and Retirement

Salary Increases

Cost of Living Adjustments

June 30, 2025
Entry Age Normal

2 years
7.25% per annum, net of investment expenses
2.40% per annum

Non-disabled members: The PubG-2010 Healthy
Retiree on a fully generational basis by Mortality
Improvement Scale MP-2021.

Disabled members — Mortality rates based on the
RP-2000 Disabled Retiree Mortality Table, with no
projection for mortality improvement.

Termination, disability, and retirement assumptions
were projected based on a five-year (2019-2023)
experience study of the System's membhers.

Salary increases were projected based on 2019-2023
experience study of the System’s members. The
salary increase ranges for 2025 and 2024 specific
types of members are:

Lower Upper

Member Type Range Range
Regular 3.3% 14.0%
Judges 2.4% 4.8%

Corrections 4.4% 15.3%
Hazardous Duty 4.4% 15.3%
Wildlife 4.4% 15.3%

The present value of future retirement benefits is
based on benefits currently being paid by the System
and includes previously granted cost of living
increases. The projected benefit payments do not
include provisions for potential future increases not
yet authorized by the Board of Trustees as they were
deemed not to be substantively automatic.

The investment rate of return used in the actuarial valuation for funding purposes was 7.25%. The
net return available to fund regular plan benefits is 7.25%, which is the same as the discount rate.
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Pension Plan (continued)
Actuarial Assumptions (continued)

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of retum
(expected returns, net of pension plan investment expense and inflation} are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adjusting for expected inflation and an adjustment for the effect of rebalancing/diversification. The
expected rate of inflation was 2.40% for 2025 and 2024. The resulting expected long-term nominal
rates of return is 8.30% for 2025.

Expected Long Term Real Rates of Return

LASERS
Long-Term
Expected
Target Real Rate of
Asset Class Allocation Retumn
Cash 0.00% 0.85%
Domestic equity 34.00% 4.42%
international equity 17.00% 5.22%
Domestic fixed income 3.00% 2.53%
international fixed income 19.00% 537%
Alternative investments 27 .00% 7.43%
Total Fund 100.00%

Discount Rate

The discount rate used to measure the total pensicn liability was 7.25% for June 30. 2025 and
2024. The projection of cash flows used to determine the discount rate assumed that contributions
from plan members will be made at the current contribution rates and that contributions from
participating employers will be made at the actuarially determined rates approved by PRSAC,
taking into consideration the recommendation of the System’s actuary. Based on those future
benefit payments of current plan members. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liability.
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Postemployment Health Care and Life Insurance Benefits (continued)

Total OPEB Liability {continued)

Balance at December 31, 2024 $ 7208614

Changes for the year:

Service cost 165,928
Interest 288522
Differences between expected and actual experience 123,273
Changes in assumptions {700,451}
Changes in properiionate share of liability 25723
Benefit payments and net transfers {116.944)
Net changes {213.949)
Balance at December 31, 2025 $ 7085665

Sensitivity of the total OPEE liability to changes in the discount rate — The following presents the
total OPEB liability of the Board, as well as what the Board's total OPEB liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (4.20%) or 1-percentage-point
higher (6.20%) than the current discount rate:

Current Discount Rate
1% Decrease (5.20%) 1% Increase
Total OPEB Liability $ 8,133,744 $ 7,085,665 $ 6,229,813

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates — The following
presents the total OPEB liability of the Board, as well as what the Board's total OPEB liability would
be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower (7.25%)
or 1-percentage-point higher (2.25%) than the current healthcare trend rates:

Current Cost Trend
1% Decrease (8.25%) 1% Increase

Total OPEB Liability $ 6,210,520 $ 7,085,665 $ 8,166,973
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Postemployment Health Care and Life Insurance Benefits (continued)

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ending December 31, 2025, the Board recognized OPEB expense of $61,763. At
December 31, 2025, the Board reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

Deferred

Outflows of Deferred Inflows

Resources of Resources
Differences between expected and actual
experience $ 163.771 3 -
Changes of assumptions 324,501 {685,518)
Changes in proportion and differences
between benefit payments and proportionate
share of benefit payments 139,772 (251,769)
Board contributions subsequent to the
measurement date 126,186 -

Total $ 754,230 $ (937,287)

The deferred outflow for amounts for contributions subsequent to the measurement date will be
recognized as reduction of the total OPEB liability in the year ended December 31, 2026. The other
deferred outflows and deferred inflows of resources related to OPEB are recognized in OPEB
expense over the estimated remaining services life of 4.7 years with future recognition as follows:

Year Ending December 31:

2026 Y {15,888)
2027 220,340
2028 {431.554)
2029 (82,042)
2030 -
Thereafter -
$ {309,244)

The contribution requirements of plan members and the Board are established and amended by
R.S. 42:801-883. Employer contributions are based on plan premiums and the employer
contribution percentage. This percentage is based on the date of participation in an OGB Plan
(before or after January 1, 2002) and employee years of service at retirement. Retirees who begin
participation as an employee or rejoin before January 1, 2002, pay approximately 25% of the cost of
coverage (except single retirees under age 65, who pay approximately 25% of the active employee
cost). For those beginning participation or rejoining on or after January 1, 2002, the percentage of
premiums contributed by the employer and the retiree is based on the following schedule:
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Postemployment Health Care and Life Insurance Benefits (continued)

OBG Participation  Employer Share Retiree Share
Under 10 years 19% 81%
10 - 14 years 38% 62%
15 -19 years 56% 44%
20+ years 75% 25%

In addition to healthcare benefits, retirees may elect to receive life insurance benefits. Basic and
supplemental life insurance is available for the individual retirees and spouses of retirees subject to
maximum values. Employers pay 50% of the monthly premium for individual retirees. The retiree is
responsible for 100% of the premium for dependents.

Deferred Compensation Plan

Certain employees of the Board participate in the Louisiana Public Employees Deferred
Compensation Plan adopted under the provisicns of the Internal Revenue Code Section 457.
Complete disclosures relating to the Plan are included in the separately issued audit report for the
Plan, available from the Louisiana Legislative Auditor, Post Office Box 94397, Baton Rouge,
Louisiana 70804-8397.

. Litigation and Claims

Losses arising from judgments, claims, and similar contingencies are paid through the state's self-
insurance fund operated by the Office of Risk Management, the agency responsible for the State's
risk management program, or by State General Fund appropriation.

Unearned Revenue

Unearned revenue of $4,969.671 as reflected on the Statement of Net Position represents
payments received prior to the fiscal year-end from applicants for licensed periods beyond December
31, 2025 Such payments will be recognized as revenue through the remaining periods of each
respective license; 2 -3 years.

Long Term Obligations

The following is a summary of long-term obligations and changes thereto for the year ended
December 31, 2025:

Amounts

Balance at Balance at Due Within

December 31, 2024 Additions Reductions December 31, 2025 One Year

Subscription-Based Information

Technology Arrangements % 113,370 $ 378.303 $ (221.005) 3 270,868 $ 132,033
Lease liab#ity 21,743 24,911 (23.721) 22,933 8,088
Conpensatect absences payable 430,137 46,654 - 476,791 137,712
Net pension liability 7.163,060 (1,228,385) 5,833,675 -
Total OPEB hability 7.299.614 {213.949) 7.085 665 240,201
Total long-term labilities k] 15,027,824 $ 449868 % (1.688.060) 3 13.789,732 % 518,124

The additions to compensated absence liabilities represents a net amount of increases over

decreases.
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Collection and Distribution of Funds for Educational Purposes

Contractor's Educational Trust Fund

in 1991, the Board helped establish the Contractor's Educational Trust Fund ("CETF") with an initial
transfer of $2.9 million of surplus funds. CETF was established to promote, encourage, and further
the accomplishment of all activities that are or may benefit all persons engaged or interested in the
construction vocation and the affording of such persons of effective and practical education,
training, and instructions in the ant of proper and lawful construction contracting in and for the State
of Louisiana and other such activities that have a public purpose. The initial transfer of $2.9 million
was used to fund various endowed professorships and chairs at Louisiana's colleges and
universities for construction-related education. These funds were partially matched by the Board of
Regents.

R.S. 372164 requires the Board to remit any fines and penalties collected, less attorney fees, courts
costs and processing costs to the CETF upon the completion of the financial audit. The fines
revenue and a corresponding expense and liability to the Trust are recognized when the fines are
collected. During 2025, the Board assessed fines totaling $2,663,137. Collections of those fines
plus previous years’ fines totaling $451,032 are recognized as revenue and expense in the
accompanying financial statements. CETF is administered by a group of trustees and continues to
fund educational programs related to the construction vocation.

The Attorney General of Louisiana, in Attorney General Opinion 01-0264, has concluded that once
the fines are remitted to the CETF, all the Board's title and interest in the fines are transferred to the
CETF trustees and the Board's responsibility for the fines ceases.

Voluntary Donations for Colleges and Universities

R.S. 37.2156(k) provided that the Board shall include on each license renewal form issued to a
contractor an optional election, whereby the contractor may choose to donate additional funds to a
specified public university within Louisiana that offers an accredited. degreed program in the field of
construction management. Any such donated funds received by the university shall be used solely
for the benefit of their construction management programs.
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Collection and Distribution of Funds for Educational Purposes {continued)

In accordance with R.S. 37.2156(k), the board shall assess on each license renewal issued o a
contractor an additional fee of one hundred dollars per year to be dedicated and allocated as
provided in this Paragraph to any public university in this state or any community college school of
construction management or construction technology in this state that is accredited by either the
American Council for Construction Education or the Accreditation Board for Engineering and
Technology. The board shall include on each license renewal form issued to a contractor an optional
election whereby the contractor may choose not to participate in the remission of the additional one-
hundred-dollar dedication fee. (b} Each January, each accredited public university or community
college school of construction management or construction technology shall report to the board the
number of graduates from its school of construction management or construction technology from the
previous calendar year. {c} Any and all funds collected pursuant to this Paragraph shall be
disbursed to the accredited public university or community college schools of construction
management or construction technology by August first of each year upon completion of the annual
audit of the board. The funds shall be used by the accredited public university or community college
schools of construction management or construction technology solely for the benefit of their
program and the expenditure of such funds shall be approved by the industry advisory council or
board for the program. The funds collected pursuant to this Paragraph shall be in addition to any
other monies received by such schools and are intended to supplement and not replace, displace, or
supplant any other funds received from the state or from any other source. Any school of construction
management or construction technology that experiences a decrease in the funding appropriated to
them by the accredited public university or community college as determined by the industry
advisory council or board for the program shall be ineligible for participation under the provisions of
this Paragraph. and the monies from the fund for such school of construction management or
construction technology shall be redistributed on a pro rata basis to all other accredited and eligible
schools. {d)} The funds collected pursuant to this Subsection shall be distributed as follows: (i) One-
half on a pro rata basis to each accredited public university's or community college's schools of
construction management or construction technology. However, each accredited public university
shall receive twice as much funds as each community college. (ii) One-half pro rata to each
accredited public university school of construction management or construction technology based on
the total number of graduates from the previous calendar year from each school as reperied to the
board. (e) No funds shall be allocated to any public university or community college school of
construction management or construction technology that does not maintain current and active
accreditation as required by this Paragraph.

The collection and distribution of the voluntary educational donations is accounted for through the
Board's custodial fiduciary fund. On December 31, 2025, cash and cash equivalents were
$1,331,200 had been collected and waiting to be dishursed to Louisiana colleges and universities.

Current Accounting Standards Scheduled to be implemented

Following is a summary of the accounting standards adopted by the GASB that are scheduled to be
implemented in the future that may affect the Board's financial report:
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Current Accounting Standards Scheduled to be implemented (continued)

GASB Statement 104, Disclosure of Certain Capital Assels. This statement is intended o provide
users of government financial statements with essential informaticn about certain types of capital
assets and requires certain types of capital assets to be disclosed separately in the capital assets
note disclosures required by GASB Statement 34, Lease assets recognized in accordance with GASB
Statement 87 and subscription assets recognized in GASB Statement 96 should be disclosed
separately by major class of underlying asset in the capital assets note disclosures. This statement
also requires additional disclosures for capital assets held for sale. The requirements of this statement
are effective for fiscal years heginning after June 15, 2025, and all reporting periods thereafter. The
Board will include the requirements of this statement, as applicable, in its December 31, 2026
financial statement.

GASB Statement No. 105, Subsequent Events. This statement is intended to improve the financial
reporting requirements for subsequent events, thereby enhancing consistency in their application and
better meeting the information needs of financial statement users. The statement also requires the
date through which subsequent events have been evaluated to be disclosed. This statement clarifies
the subsequent events that constitute recognized and unrecognized events and establishes specific
note disclosures for nonrecognized events. The requirements of this statement are effective for fiscal
years beginning after June 15, 2026, and all reporting periods thereafter. The Board will include the
requirements of this statement, as applicable, in its December 31, 2027 financial statements.

Subsequent Events

In 2025, the Louisiana State Uniform Construction Code Council {("Council”) was placed within the
Board and will exercise its duties, functions, and responsibilities under the management of the
Board's Executive Director. The Council's operations were absorbed and funded by the Louisiana
State Licensing Board's (the Board's) hudget.

Act 881 of the 2026 Louisiana Legislature (House Bill 1186) created the Louisiana Uniform
Construction Code Commission (Commission), replacing the Louisiana State Uniform Construction
Code Council. The Commission. a separate legal entity under the direct Authority of the Governor,
will license construction code inspectors, perform enforcement activities, and establish and collect
fees from licensees. The Commission does not maintain its own staff and plans to enter into
agreements with the Board for operational and administrative support, and reimbursement of
expenses. The Statute provides that the Executive Director of the Board will serve as the Executive
Director of the Commission. The total impact to the Board as a result of this subsequent event has
not been fully determined as of the date of release of these financial statements, however, the
impact is expected to be minimal.

Act 908 of the 2026 Louisiana Legislature (House Bill 953) abolishes the Louisiana State Plumbing
Board and transfers the powers, duties, assets, obligations, and licensing functions of the State
Plumbing Beard to the Louisiana State Licensing Board for Contractors (the Board). The legislation
specifically grants the Board authority to license and regulate plumbers, perform enforcement
activities and establish and collect fees from licensees. The total financial impact to the Board as a
result of this subsequent event has not been determined as of the date of release of these financial
statements, however, the impact is expected to be material.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

SCHEDULE OF CHANGES IN TCTAL OTHER POST-EMPLOYMENT BENEFITS (OPEB) LIABILITY AND RELATED RATIOS
FOR THE YEAR ENDED DECEMBER 31, 2025

Difference Total OPEB
between Changes of Net change liahility as a
Financial actual and  assumptions in totat Total OPEB  Total OPEB Covered percentage of
statement Measurement  Service expecied or other Benefit OPEB liability - fiabilsty - empioyee covered employee
reporting date date cost Interest experience inputs payments liapstity beginning* ending’ payroll payroli
12/31/2025 6/30/2025  $165928 $288522 § 123273 $§ (674728) $(116.944) § (213049) $7,298.614 § 7085665 §3,443.052 205.80%
12/31/2024 6/30/2024 128.447 275367 72835 462,006 (106,447} 832,208 6,467.406 7285614 3,388,115 215.45%
12/31/2023 8/30/2023 98,101 209.544 1.028 441 219,027 (223836 1331477 5,135.929 6.467 406 2,891.445 216.20%
12/31/2022 8/30/2022 176,388 149,591 374623 (2.149.085) (201,197 (1649690 6785619 5.135 920 2,731.379 188.03%
12/31/2021 8/30/2021 140.024 168.324 (118.605) 510,894 {204,822} 495915 6,288,704 6.785619 2,582,821 261.71%
12/31/2020 6/30/2020 119,860 167.277 205576 {12,120) (132,342} 348,351 5,841,353 6,285 704 2497467 251.84%
12/31/2019 8/30/2019 169,201 205862 (116.848) {940,362) (215,404} (897 661) 6,839.014 5.841 353 2,486.360 238.96%
12/31/2018 6/30/2018 184.264 221524 (47 044} {285,841) (251,991} {179,188) 7,018.202 6.835014 2,428,485 281.50%
1213172017 8/30/2017 198.457 201,278 - {483,466) (251,991} {335,722) 7,353.924 7.018 202 2,276,674 308.27%

This schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
There are no assels accumulated in a trust that meets the cnteria of paragraph 4 of GASB 75 for this OPERB pian.

* - as restated
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

SCHEDULE OF EMPLOYER'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
FOR THE YEAR ENDED DECEMBER 31, 2025 (*)

Employer's

Employer's Proportionate Share  Plan Fiduciary Net
Employer's Proporticnate of the Net Pension Position as a
Proportion of the  Share of the Net Liabiity (Asset)asa  Percentage of the
Pension Net Pension Pension Liability Covered Percentage of its Total Pension
Plan Year Liability {Asset} (Asset) Payroli Covered Payroll Liabity
Louisiana State Employees’ Retirement System
2025 0.1316% $ 5933675 3,265,507 181.7076% 79.30%
2024 0.1317% 7,163,060 3,053,066 234.6186% 74.60%
2023 0.1253% 8,388,798 2,731,379 307.1268% 68.40%
2022 0.1236% 9,346,940 2,592,821 360.4931% 63.70%
2021 0.1249% 6,877,053 2,497 467 275.3611% 72.80%
2020 0.1182% 9,778,163 2,486,360 393.2722% 58.00%
2019 0.1243% 9,008,687 2429465 370.8095% 62.90%
2018 0.1214% 8,282,256 2,276,674 363.7875% 64.30%
2017 0.1249% 8,790,091 2,390,523 367.7058% 62.50%
2016 0.1249% 9,809,722 2,308,365 424 9641% 57.70%

{*3 The amounts presenied have a measurement date of June 30th of the fiscal year-end.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,

GOVERNOR'S OFFICE, STATE OF LOUISIANA

SCHEDULE OF EMPLOYER'S PENSION CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2025

Contributions in

Relation to
Contractually Contractually Contribution Contributions as a
Required Required Deficiency Covered % of Covered
Pension Plan Year Contribution’ Contribution” {Excess} Payroll Payroll
Louisiana State Employees’ Retirement System
2025 $ 1197512 $ 1197512 & - % 353327/ 33.8924%
2024 1,214,793 1,214,793 - 3,198,018 37.9858%
2023 1,202,454 1,202,454 - 2.941 455 40.8796%
2022 1,063,997 1,063,997 - 2,662,738 39.9588%
2021 1,012,698 1,012,698 - 2,544 693 39.7965%
2020 997.030 997,030 - 2,485,774 40.1094%
2019 970,952 970,952 - 2,470,215 39.3064%
2018 891,348 891,348 - 2,351,843 37.9000%
2017 926,947 926,947 - 2,279,028 40.6729%
2016 843,849 843,849 - 2,314,939 36.4523%

For reference only:
! Employer contribution rate multiplied by covered payrofl

? Actual employer contributions remitted to the Retirement System
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUSIANA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2625

Chanqges of Benelit Terms:

Louisiana State Employees’ Retirement System
2017 - A 1.5% COLA, effective July 1. 2016, provided by Acts 93 and 512 of the 2016 Louis:ana Regutar Legislative Session

2017 - Added benefits far members of the Harbor Potice Retirement System which was merged with LASERS effective July 1, 2015

2022 - Act 37 of the 2021 Louis:ana Regutar Legislative Session providas a monthly benefi :ncrease to retirees that on June 30, 2021
have attained age 64, have 30 or more years of service, have been retired 15 or more years, receive a monthly benefit less than
$1.450. and have not participated in DROP or the Inikial Benefit Option The benefit increase s the lesser of $300 per month of the
amount needed to increase the monthly benefit to $1.450

2025 - Act 184 of the 2023 Louis:ana Regutar Legislative Session established a component of the required employer contnbution rate
cailed the COLA Account Funding Conirnibution {AFC) rate and set the AFC rate for fiscat vear 2023-2024 at zero. Beginning in fiscal
years 2024-2025, the COLA Account will be funded with direct empioyer contributions paid via the new AFC rate. The balances in the
COLA Account accrue interest at the actuarial rate of return duning the prior year. The account is imited to the reserve necessary to
grant two COLAs of up to 2% points and the balance may not fail below zero. COLAs are limited to 2.0% . unless othenwvise approved by
the legsslature, and are payabie on the first 360,000 of a recipient benefit (restricbions to benefits apply).

Changes of Assumptions:

Louisiana State Employees Retirement System
The changes in actuariat assumphons for each year are as follows:

Discount Rate: Investment rate of return:
Measurement Measurement
Year End date Rate Change Year End date Rate Change
12/31/2025 6/30/2025 7.250% 0.000% 12/31/2025 6/30/2625 7 250% 0.000%:
2/31/2024 6/30/2024 7.250% 0.000% 12/31/2024 6/30/2024 7.250% 0.000%
1243112023 Gi3G/2023 7.250% -0 150% 1213172023 Gi3G/2023 7 250% -0.150%
1203112022 6/30:2022 7.400% -0.150% 12/31/2022 6/30/2022 7.400% -0.150%
12/31/2021 6/30/2021 7.550% -3 058% 12/31/2021 6/30/2021 7 530% -0.050%:
1213142020 6/303/2020 7.600% -0 050% 12/31/2028 6/30/2020 7 600% -0.050%
1213112019 G130i2019 7.650% -0 050% 12/31/2015 Gr30/20149 7 650% -0.050%
12:31/2018 6:30/2018 7.700% -0 050% 12/31/2018 6130/2018 7 700% -0.050%
2/31/2017 6/30/2017 7.7530% 0.000% 12/31/2017 6/30/2017 7.730% 0.000%
12/31/2016 6/30/2016 7.750% 12/31/201¢ 6/30/2016 7 750%
Inflation Rate: Salary Increases*:
Measurement Measuremen?

Year End date Rate Change Year End date Rates **
1243112025 6/30/2025 2.400% 0.000% 1213172025 6/30/2025 3.300% - 14.000%
1213112024 6/30/2024 2.400% G.100% 12/31/2024 6/30/2024 3.300% - 14.000%
1213172023 Gr30/2023 2.300% 0.0060% 12/31/2023 Gr3042023 3.000% - 13.800%
12:31/2022 6:30/2022 2.300% 0.000% 12/31/2022 6130/2022 3.000% - 13.800%,
23142021 6/30/2021 2.300% -0.200% 12/31/2021 6:30/2021 3.000% - 13.800%
1243112020 Gi3G/2020 2.500% -0 250% 1213172026 Gi3G/2020 2.800% - 14.000%
12/3112019 6/30:2019 2.750% 0.0504% 12/31/2015 6/30/2019 2.800% - 14.300%
12/31/2018 6/30/2018 2.760% -G 175% 12/31/2018 6i33/2018 2.800% - 14.300%:
1213142017 6/30/2017 2.875% G.000% 12/31/2017 6/30/2017 3.000% - 14.500%
12/31/2016 6/30/2016 2.875% 12/31/2016 6i33/2016 3.000% - 14.500%:

*

varies depending on duration of service
** Sealary increases were projected based on a 2019-2023 experience study of the System's members. The satary
ncrease ranges are only #sted for regular members.

(continued)
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUSIANA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2625

Changes of Assumptions: (conknued)

Louisiana State Employees Retirement System (continued)
The changes In actuarial assumplions for each year are as follows: (continued)

Monrtality table:
2825 No changes to the mortality-related assumptions noted for the current year

2024 For non-thsabled members  mortality rates were based on the Pub(-2010 Healthy Retiree on a fully generational
bas:s by Mortality Improvement Scale MP-2021.
For disabled members mortality rates were based on the RP-2000 Disabied Retiree Mortality Table with no
project:on for morality smprovement.

2021 For non-disabled members, mortality rates were based on the RP-2014 Blue Collar (maies/females) and White Collar
{females} Heaithy Annuitant Tables projected on a fully generat:ionai basis by Mortalty Improvement Scale MP-2018

2018 For non-disabled members, mortality rates based on the RP-2014 Healthy Mortality Table with mertalty improvement
projected using the MP-2018 Mortality Improvement Scale. appiied on a fully generationai basis.

2018 For non-disabled members, mortality rates based on the RP-2000 Combined Heaithy Mortality Table with mortalty
impravement prajected to 2615,

Other Post-employment Benefit Plan

Changes in benefit terms: There were no changes i plan provisions since the prior vaiuaton.

Changes of assumptions:
The changes in actuarial assumptons and other inputs for each year are as follows:

Discount Rate:
Measuremen!

Year End date Rate Change
1213142025 6130/2025 5.200% 1.270%
1213112024 G130/2024 3.930% -0 200%
12:31/2023 6:30/2023 4.130% 0.040%
1213172022 61302022 4.050% 1.910%
12/31/2021 6/30/2021 2.180% -0 480%
12/31/2020 6/30/2020 2.660% -0.130%
12/31/2019 6/30/2019 2.790% -0 190%
12/31/2018 6/30:2018 2.9804% -0.150%
1243112047 Gi3G/2017 3.130%

The discount rte incressed from 3.93% (hased on the Boud Buyer 20 Index) as of June 30 2024 10 3.20°5 (basa! oz the Boad Buver 20 Inidex)
as of Juse 30. 2023 sipee the previous valnaton, which decicased she Piair’s hahiliry

Baschuie per capsta casts (PCCy) and medical plan clection percentages wese apdated 1o reflect 26235 elanns and ensollment. Plan Javos and
premuuns increased more than bad been expected, whidh increased the Plan’s kabibiry

The Medicare trend was updared o be the seme as the Pre-Medicare trend, which more aconrately retiedts revent bealtbeare freand swrvey 1esids.
undustry-wide expectations, asd the cunrent lugh-mflatonary esviornment. The inshal mendd sate was developed using ou: Natonal Health Care
Trend Survey. Tlie nitmiate trend 15 developed hased on a bunldweg biock approack winch considers CPL GDP and Technolngy zrowth. The
Medicare bealthedre cost trend was revised 1o § 25%, trendig down o an ultimate gate of £ 50% by FYE M35,

Albso, the medical plan electinn percentages were updatai based on the coverage elecnons of wecent retirees
The 3ctiary relied upen the asstmptions used s the Joae 300 2025 Lowsiana Srafe Employees’ Retirement System (LASERS: pension vabiation

for the mrortality. reurement, rermisation. disabadity, aid salary scade assuuptions There were 10 cltanues @ assuuptions o mcthods trom the
prior valuation seport,

{concluded)
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

SCHEDULE OF PER DIEM PAID TO BOARD MEMBERS
FOR THE YEAR ENDED DECEMBER 31, 2025

Commercial Board Members: Days Amount
Bordelon, Brian 8 3 600
Broussard, Noah R. Jr. 9 675
Brown, Kristen E. 10 750
Clouatre, William J. {Vice Chairman) 12 200
Condon, Kyle D. 8 450
DiGiovanni, Kimberly A. 8 600
Fenet, Courtney A. Jr. 12 900
Galic. David R. 7 525
Guinn, Adam G, 10 750
Hackworth, Steven D. 8 600
Honore, Henry H. Jr. 3 225
Joseph, Curtis, Jr. R, 10 750
Lambert, Donald G. 12 900
Lopez, Andrew B. 8 450
Mallett, Chester Lee (Chairman) 8 600
Meredith, Garland 12 00
Stuart, Christopher N. 9 675
Temple, Elliott L. 11 825
Tillage, Keith A. 8 600
169 12.675
Residential Subcommittee Members:
Adams. Doreen D. $ 675
Fine, James C. 750
Golson, Brandon 750
Joseph, Curtis R. 875
Manceaux, Travis J. 11 825
Morse, Frank W. 11 825
Temple, Elliott L. 9 675
69 5,175
Total $ 17,850

The schedule of per diem paid to board members was prepared in compliance with
House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana
Legislature. Per diem payments are authorized by the Louisiana Revised Statute
37:2154 and are included in the personnel expenditures of the Proprietary (enterprise)
Fund. Board members are paid $75 per day for board meetings and official business.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS,
GOVERNOR'S OFFICE, STATE OF LOUISIANA

SCHEDULE OF COMPENSATION, BENEFITS, AND OTHER PAYMENTS TO AGENCY HEAD

FOR THE YEAR ENDED DECEMBER 31, 2025

Agency Head/Title: Bradley Hassert, Executive Director (January - December 31, 2025)

Purpose

Salary

Benefits - insurance

Benefits - retirement

Deferred compensation

Phone allowance

Professional dues

Miscellaneous

Professional Education Travel:
Mileage and other transportation
Hotel lodging
Registration fees
Reimbursements - meals

Amount

$

190,283
8,699
64,736
15,500
900
1,152
576

3,482
1.144
400
914

$

287.786
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GOVERNMENT AUDITING STANDARDS









LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

SCHEDULE OF AUDIT FINDINGS and RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2025

SECTION I- SUMMARY OF AUDIT RESULTS
Financial Statements
Type of auditors’ report Unmodified

Internal control over financial reporting:
+ Material weakness identified? X _ Yes No

+ Significant deficiency identified not considered
to be a material weakness? Yes _X __ None reported

Noncompliance material to financial statements noted? Yes _X__No

SECTION li —- FINDINGS RELATED TO THE FINANCIAL STATEMENTS

2025-001: Financial Reporting Error

Condition:
Our audit found an error in the application of accounting principles for recognition of license fee
revenue that resulted in a downward adjustment to 2025 revenue of 579,625 and a downward
adjustment and restatement to beginning net position of $457.900. This is a repeat finding from the
2024 audit.

Criteria:
Entities should have internal controls to prevent, as well as detect and correct matters, including
accounting errors, that could lead to misstatements to the financial statements.

Cause:
The Board has been in a period of transition for the last several years, including the hire of a new
executive director, a new accounting consultant and implementation of a new ERP system. This
transition has revealed several accounting policies, procedures and practices needing improvement
and which are being rectified over time.

Effect:
The Net Position in the Board's 2024 financial statements was overstated in the amount of $457,.900
and the revenue was overstated by $54.500. Current year's revenue prior to adjusting for the error
was overstated by $79,625.

Recommendation:
Accounting policies, procedures and practices should be continually reviewed and updated by
management to ensure they reflect sound accounting standards, recent changes in the Board's
personnel, fee structure, operating environment and general operations. We acknowledge initiatives
such as the hiring of an external accounting consultant to provide high-level of accounting expertise
and an initiative to upgrade the Board's accounting system. We commend these actions and
recommend management maintain such initiatives while consistently revisiting on-going accounting
processes to ensure reporting errors do not ocour.




LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

SCHEDULE OF AUDIT FINDINGS and RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2025

Views of Responsible Officials:

The Board agrees with the recommendation and believes that appropriate procedures are now in
place to prevent material misstatements in financial reporting.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2025

SECTION Il — FINDINGS RELATED TO THE FINANCIAL STATEMENTS

2024-001: Inadequate Separation of Accounting Duties and Functionality of the
Accounting Process

Condition(s):

During our review of the accounting processes, we noted that a single individual was responsible for
multiple key functions within the accounting cycle, including the preparation or approval of journal
entries, posting to the general ledger, and bank reconciliations. This person also had full access to
the payroll and accounts payable systems. This lack of segregation increases the risk of errors or
fraudulent activity going undetected.

Also, during our audit, several accounting entries were needed to correct amounts erroneously
reported in the prior year. These errors also impacted amounts reported in the current year.

Criteria:

According to internal control best practices {e.g., COS50 framework), duties should be segregated
among different individuals to reduce the risk of error or inappropriate actions. One individual should
not have control over all aspects of a financial transaction.

Also, the accounting function should include processes and personnel to guard against errors
occurring within the financial statements.

Cause:
The organization had limited accounting staff, which resuited in overlapping responsibilities without
compensating controls.

Effect:

The absence of proper segregation of duties, and controis to prevent errors, increases the risk of;
s Unauthorized transactions
» Misstatements in financial reporting
s Undetected errors or fraud

Recommendation:

While the condition above existed during 2024, we acknowledge the hiring of an external accounting
consultant to provide mitigating controls and a higher level of accounting expertise. We commend this
action and recommend management maintain such a role/position. Also, we recommend that
management, with the input of the accounting consultant, employ separations within the various
account systems and applications to ensure proper segregation.

Views of Responsible Officials:

Management has continued the use of an external accounting consultant in 2025 to provide financial
oversight, monitoring of various accounting systems, and training for accounting staff. In addition, the
Board has budgeted for a new Enterprise Resource Planning (ERP) software to streamline ifs
accounting and financial management systems. The implemerttation of this software will assist in the
segregation of duties among the Board's limited staff.

Current Status:
This finding is considered resolved partially resolved. See finding 2025-001 for repeated finding for
reporting efrors.
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LOUISIANA STATE LICENSING BOARD FOR CONTRACTORS

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2025

2024-002: Lack of Formal Approval for Executive Compensation Adjustment

Condition:

During our review of executive compensation practices, we noted that a recent adjustment to the
Executive Director's compensation package was implemented without formal written approval by the
governing board or compensation committee. We also noted that the Board's policies and procedures
are silent about when and how compensation rates get approved, both at the executive and all other
levels.

Criteria:

Best practices in governance and internal control require that any changes to executive
compensation be reviewed and approved by the board of directors or a designated compensation
committee. This ensures transparency, accountability, and alignment with fiduciary responsibilities.
Policies and procedures should set forth the process for review and approval of other levels of
compensation adjustments.

Cause:

The adjustment was processed administratively without routing through the channels for Board
approval, possibly due to a misunderstanding of procedural requirements or a lapse in oversight. The
Board also appointed a new person after many years with the prior Executive Director.

Effect:
The Board was aware of the adjustment, and this appears to be an oversight. However, without
proper approval for executive compensation at the board level and in open meetings, changes could:
« Undermine governance integrity and stakehoider trust
» Expose the organization to reputational and legal risk
* Result in noncompliance with internal policies or regulatory expectations

Recommendation:

We recommend that management and the board reinforce and adhere to established approval
protocols for executive compensation, and that the policy be amended 1o describe compensation
approval requirements at all levels. All future adjustments should be documented and approved in
writing by the appropriate governing body prior to implementation.

Views of Responsible Officials:

The Board has a formal procedure for approving the Executive Director's compensation and believes
it was followed. However, the original documentation was not retained per the records retention
schedule. To clarify the Board's approval, the Vice-Chairman signed an official memorandum
documenting the action. The Board believes this is an isolated incident and that it has proper internal
controls in place to review, approve, and document executive compensation.

Current Status:
This finding is considered resofved.
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