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INDEPENDENT AUDITOR’S REPORT

Financial

Board of Governors

Louisiana State Bar Association

We have audited the accompanying statement of financial position of the Louisiana State Bar Association
as of June 30, 2005, and the related statement of activities and statement of cash flows for the year then
ended. These financial statements are the responsibility of the Association’s management. Our
responsibility is to express an opinion on these financial statements based on our audit. The financial
statements of the Louisiana State Bar Association for the year ended June 30, 2004, were audited by
other auditors whose report dated September 29, 2004, expressed an unqualified opinion on those
statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Louisiana State Bar Association as of June 30, 2005, the changes in its net
assets and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The statement of activities includes certain prior-year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a presentation
in conformity with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the Association’s financial statements for the year
ended June 30, 2004, from which the summarized information was derived.

LaPorte, Sehrt, Romig & Hand
A Professional Accounting Corporation
January 30, 2006
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LOUISIANA STATE BAR ASSOCIATION
Statement of Activities

For the Year Ended June 30, 2005
(With Comparative Totals for the Year Ended June 30, 2004)

Continued Next Page
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Notes to Financial Statements

Louisiana State Bar Association
Years Ended June 20, 2005 and 2004

Note A Nature of Activities

The objects and purposes of Louisiana State Bar Association (the Association) are to regulate the
practice of law, advance the science of jurisprudence, promote the administration of justice, uphold
the honor of the Courts and the profession of law, encourage cordial intercourse among its members,
and generally, to promote the welfare of the profession in the state of Louisiana. The Association is
self-governing and its membership is comprised of all persons who are now, or may hereafter be,
licensed to practice in the state of Louisiana.

Note B Summary of Significant Accounting Policies

Organization and Income Taxes
The Association is a nonprofit corporation organized under the laws of the State of Louisiana
(R.S.37:211). The Association is exempt from Federal income tax under Section 501(c)(6) of the
Internal Revenue Code, and qualifies as an organization that is not a private foundation as defined
in Section 509(a) of the code. Net operating profits from unrelated business income are subject to
Federal income tax.

Basis of Accounting
The financial statements of the Association are prepared on the accrual basis of accounting and,
accordingly, reflect all significant receivables, payables, and other liabilities.

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Investments
Investments are carried at fair market value, based on quoted market prices.

Property and Equipment
The Association records all property and equipment acquisitions at cost. Depreciation is determined
using the straight-line method and is intended to allocate the cost of the assets over their estimated
useful lives.

Unearned Revenue
Unearned revenue consists of dues received in advance for the following year together with
registration fees received as of year-end for seminars to be held in the following year.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Association considers all highly liquid investments
in money market funds to be cash equivalents.

Continued Next Page
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Donated Services
A portion of the Association’s functions, including educational activities and publications, is
conducted by unpaid volunteers. The value of this contributed time is not reflected in the
accompanying financial statements since the volunteers’ time does not meet the criteria for
recognition under accounting principles generally accepted in the United States of America.

Basis of Presentation
Financial statement presentation follows the recommendations of the Financial Accounting Standards
Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of
Not-For-Profit Organizations. Under SFAS No. 117, the Association is required to report information
regarding its financial position and activities according to three classes of net assets: unrestricted
net assets, temporarily restricted net assets, and permanently restricted net assets.

The Association maintains its accounting records using separate funds to account for specific
assets, liabilities, and transactions as follows:

Unrestricted Net Assets — Receives membership dues and other revenues and expends funds for
the general operation of the Association. This fund accounts for all activities other than those
specifically authorized to be conducted from the various temporarily restricted funds.

Temporarily Restricted Net Assets — Receives membership dues, conference fees and other
revenues which are to be expended and accounted for by the following specific accounts: Access
to Justice Program Project Grants; Access to Justice; ADA Accommodations; Exam Fee; Legal
Malpractice Insurance Trust; Legal Specialization; Tax Specialization; Young Lawyers Section Grant
Fund; Young Lawyers Section; Bridging the Gap; and each of the other Section accounts created
by the House of Delegates.

The Association does not have any permanently restricted net assets.

Note C Concentration of Credit Risk

The Association maintains its cash balances and certificates of deposits at several financial
institutions located in New Orleans, Louisiana. Accounts at each institution are insured by the
Federal Deposit Insurance Corporation up to $100,000. As of June 30, 2005, uninsured balances
totaled approximately $1,800,000.

Note D Investments

Investments are summarized as follows:

Note B Summary of Significant Accounting Policies (continued)
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Note E Louisiana Bar Center

On June 23, 2004, the Association purchased the Bar Center from the Louisiana Bar Foundation. As
part of the sale transaction, the Association entered into a lease agreement with the Foundation
that provides the Foundation’s rent-free use of a portion of the third floor office space for a 10-year
period ending June 22, 2014. As a result of this transaction, the Association recognized a deferred
rent liability in the amount of $193,564. This rent will be recognized using a discount rate of 12%
over the life of the lease. During the year ended June 30, 2005, the Association realized rental
income of $33,325, offset by an in-kind contribution of $22,653 to the Foundation and a reduction of
the deferral of $10,672. The remaining liability at June 30, 2005 is $182,892.

Office space not used by the Association was leased to the Judiciary Commission of Louisiana at
$2,650 per month through June 30, 2005. Rental income from the Judiciary Commission totaled
$32,340 for the years ended June 30, 2005 and 2004.

Note F Retirement Plans

The Association has a defined contribution plan covering substantially all employees who meet
certain eligibility requirements. The plan is a profit-sharing plan with a cash or deferred arrangement.
The contributions during the years ended June 30, 2005 and 2004 totaled $84,528 and $55,984,
respectively.

Note G Subsequent Event
On August 29, 2005, Hurricane Katrina made landfall on the Louisiana-Mississippi Gulf Coast. The
storm severely impacted the southeast Louisiana region. The financial impact of Hurricane Katrina
on the Association cannot be determined at this time.

Note D Investments (continued)
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601 St. Charles Ave.
New Orleans, La. 70130-3404
(800)421-LSBA
(504)566-1600
www.LSBA.org
E-mail: infolsba@lsba.org
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