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Gasaway & Company, CPAs
415 North McKinley Street
Suite 795
Little Rock, Arkansas 72205

Members AICPA Members ARCPA

Board of Directors
Bay Area Rehabilitation Center
Baytown, Texas

Independent Auditor’s Report

Opinion

We have audited the accompanying Financial Statements of Bay Area Rehabilitation Center which
comprise the statement of financial position as of December 31, 2021, and the related statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the financial
statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Bay Area Rehabilitation Center as of December 31, 2021, and the changes in their net assets
and cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of Bay
Area Rehabilitation Center and to meet our other ethical responsibilities in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Bay Area Rehabilitation Center to
continue as a going concern within one year after the date that the financial statements are available to be
issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with generally accepted auditing standards will
always detect a material misstatement when it exists.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements, including omissions, are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable
user based on the financial statements.

Telephone: (501) 650-8291
Facsimile: (501) 325-0411
Website: www.GasawayCPA.com
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In performing an audit in accordance with generally accepted auditing standards, we:
Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Bay Area Rehabilitation Center’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Bay Area Rehabilitation Center’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

Supplementary Information

Our audit was conducted for the purposes of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, and the schedule of insurance in force is presented for purposes of additional analysis
and is not a required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures of federal
awards and the schedule of insurance in force is fairly stated, in all material respects, in relation to the
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 30, 2022,
on our consideration of Bay Area Rehabilitation Center’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of Bay Area Rehabilitation Center’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Bay Area Rehabilitation Center’s internal control over financial reporting and compliance.

é’mmbb/‘ M, GP Ag

Little Rock, Arkansas
April 30, 2022




Bay Area Rehabilitation Center

Statements of Financial Position

December 31 2021 2020

Assets

Current Assets

Cash and cash equivalents $ 755,414 $ 785,328

Receivables - net 695,856 590,864

Prepaid expenses 85,377 30,627
Total Current Assets 1,536,647 1,406,819

Investments 906,387 649,606

Property and Equipment - Net 1,468,834 1,614,000

Total Assets $ 3,911,868 $ 3,670,425

Liabilities and Net Assets

Current Liabilities

Accounts payable and accrued expenses $ 299,877 $ 295,945
Total Current Liabilities 299,877 295,945
Total Liabilities 299,877 295,945

Net Assets

Without donor restrictions 3,607,251 3,369,740

With donor restrictions 4,740 4,740
Total Net Assets 3,611,991 3,374,480

Total Liabilities and Net Assets $ 3,911,868 $ 3,670,425

See independent auditor's report and the accompanying notes to the financial statements.
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Bay Area Rehabilitation Center

Statements of Cash Flows

For the Years Ended December 31 2021 2020
Cash Flows from Operating Activities
Change in Net Assets 237,511 $ 163,175
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation 240,077 232,565
Provision for contractual allowances and doubtful accounts 7,210 32,211
Increase in fair market value of investments (96,781) (60,587)
Decrease (increase) in assets:
Client tuition and fees receivable (24,033) (107,370)
Grants and contracts receivable 3,468 (10,094)
Other receivables (91,637) 108,081
Prepaid expenses (54,750) 17,904
Increase (decrease) in liabilities:
Accounts payable and accrued expenses 3,932 56,576
Net cash provided by operating activities 224,997 432,461
Cash Flows from Investing Activities
Expenditures for property and equipment (94,911) (46,669)
Purchase of investments (160,000) 0
Net cash used in investing activities (254,911) (46,669)
Cash Flows from Financing Activities
Proceeds from Paycheck Protection Program loan 642,750 560,000
Forgiveness of Paycheck Protection Program loan (642,750) (560,000)
Net cash used in financing activities 0 0
Net increase (decrease) in cash and cash equivalents (29,914) 385,792
Cash and cash equivalents - beginning of year 785,328 399,536
Cash and Cash Equivalents - End of Year 755,414 $ 785,328
Supplemental disclosure of cash flow information:
Cash paid during the year for interest 5865 $ 5,199

See independent auditor's report and the accompanying notes to the financial statements.



Bay Area Rehabilitation Center

Notes to the Financial Statements

Note 1 - Nature of Operations

Organization and Nature of Activities. Bay Area Rehabilitation Center (BARC) was created in 1948 and
incorporated in the state of Texas in 1966, for the principal purpose of providing a variety of services
including therapy, education, and recreational activities to infants, children, and adults who have a wide
range of disabilities. Clients come from an area that extends over four counties surrounding Baytown,
Texas. Management of the affairs of BARC is vested with a Board of Directors which consists of outside
community leaders and the Center’s officers.

Note 2 - Summary of Significant Accounting Policies

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

Financial Statement Presentation. BARC reports information regarding its financial position and activities
according to two classes of net assets: net assets with donor restrictions and net assets without donor
restrictions. Net assets with donor restrictions are subject to conditions imposed by donors and can be
temporary or permanent in nature. Net assets without donor restrictions are not subject to any
conditions and are available for use in BARC’s operations at the discretion of the board of trustees.

Receivables. Receivables are comprised of amounts due from clients, grants and other contracts, and
other receivables. Client tuition and fees receivable reflects the outstanding amount of consideration
to which BARC expects to be entitled in exchange for providing client care. These amounts are due
from clients, third-party payors (including health insurers and government programs) and others. As a
service to the client, BARC bills third-party payors directly and bills the client when the client's
responsibility for co-pays, coinsurance and deductibles is determined. Client tuition and fees
receivable are due in full when billed. Revenue is recognized as performance obligations are satisfied.

Contributions. In accordance with professional accounting standards, contributions received are
recorded with donor restrictions or without donor restrictions. Donor restricted net assets are
reclassified to net assets without donor restrictions upon satisfaction of the time or purpose of
restrictions. However, if a restriction is fulfilled in the same time period in which the contribution is
received, BARC reports it as without donor restrictions.

Property and Equipment. Property and equipment are stated at cost and are depreciated on a straight-
line basis over estimated useful lives. Renewals and improvements which materially increase the
useful lives of property and equipment are capitalized. Maintenance and repairs are charged to
operations as incurred. Gains or losses on dispositions of property and equipment are reftected in
earnings as realized.

Cash and Cash Equivalents. For purposes of the statement of cash flows, BARC considers all highly
liquid debt instruments purchased with an original maturity date of three months or less to be cash and
cash equivalents.

Use of Estimates. The preparation of financial statements 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 revenues and
expenses. Actual results could differ from those estimates.



Bay Area Rehabilitation Center

Notes to the Financial Statements

Note 2 - Summary of Significant Accounting Policies (continued)

Net Assets Released from Restrictions. Net assets are released from restrictions by incurring
expenses satisfying the donor's time or purpose restriction. There were no net assets released from
restriction during the years ended December 31, 2021 and 2020. Net assets with donor restrictions
were $4,740 as of December 31, 2021 and 2020.

Compensated Absences. Employees of BARC are entitled to personal time off to use for vacation,
personal business, and sick days based upon the length of service. The estimated amount of
compensation due has been determined to be immaterial; therefore, no liability has been recorded
in the accompanying financial statements.

Charity Care. BARC provides care without charge or at amounts less than its established rates to
clients meeting certain criteria under its charity care policy. For the years ended December 31, 2021
and 2020, the level of charity care provided was $24,000 in each year.

Functional Expenses. The costs of providing program and other activities have been summarized on
a functional basis in the statements of functional expenses. Accordingly, certain costs have been
allocated among the various program services and supporting services benefited. Such allocations
are determined by management on an equitable basis.

Income Taxes. BARC is exempt from income tax under §501(c)(3) of the Internal Revenue Code,
except on net income derived from unrelated business activities. During the years ended December
31, 2021 and 2020, BARC did not engage in any unrelated business activities. BARC files Forms
990, Return of Organization Exempt from Income Tax, which are subject to examination by the
Internal Revenue Service (IRS), generally for three years after they are filed.

Date of Management’s Review. Management has evaluated subsequent events through April 30,

2022, which is the date the financial statements were available to be issued, for events requiring
recording or disclosure in the financial statements for the year ended December 31, 2021.

Note 3 - Investments

Investments in equity securities having a readily determinable fair value are carried at fair value. Other
investments are valued at the lower of cost (or fair value at time of donation, if acquired by contribution)
or fair value.

Investment return that is initially restricted by donor stipulation and for which the restriction will be
satisfied in the same year is included in net assets without donor restrictions. Other investment return
is reflected in the statement of activities as with or without donor restrictions based on the existence
and nature of any donor or legally imposed restrictions.

The following is a summary of investments as of December 31, 2021 and 2020:

December 31,2021  December 31, 2020

Cash and cash equivalents $ 63,299 $ 4,308
Certificates of deposit 264,023 294,886
Equity funds 579,065 350,412
Total Investments $ 906,387 $ 649,606

-10 -




Bay Area Rehabilitation Center

Notes to the Financial Statements

Note 4 - Fair Value of Financial Instruments

BARC has adopted Federal Accounting Standards Board (FASB) Accounting Standards Update (ASC)
820, Fair Value Measurements and Disclosures for Financial Assets and Liabilities (ASC 820), which
defines fair value as an exit price, representing the amount that would be received to sell an asset; or
paid to transfer a liability, in an orderly transaction between market participants at the measurement
date. As such, fair value is a market-based measurement that should be determined based on
assumptions that market participants would use in pricing an asset or liability.

As a basis for considering such assumptions, ASC 820 established a three-level fair value hierarchy that
prioritizes the inputs used to measure fair value. The three levels of inputs used to measure fair value
are as follows:

Level 1- Quoted prices in active markets for identical assets or liabilities.
Level 2 - Inputs, other than Level 1 inputs, that are either directly or indirectly
observable.

Level 3 - Unobservable inputs developed using BARC's estimates and
assumptions, which reflect those that market participants would use.

The following table summarizes BARC's financial assets and liabilities measured at fair value on a
recurring basis as of December 31, 2021 and 2020, segregated among the appropriate levels within the
fair value hierarchy:

Fair Value Using

Description Fair Value Level 1 Level 2 Level 3

December 31, 2021

Cash and cash equivalents  $ 63,299 $ 63,299 $ 0 $ 0
Certificates of deposit 264,023 0 264,023 0
Equity funds 579,085 579,085 0 0
$ 906,387 $ 642,364 $ 264,023 3 0
December 31, 2020
Cash and cash equivalents  § 4,308 $ 4308 $ 0 % 0
Certificates of deposit 294,886 0 294,886 0
Equity funds 350,412 350,412 o] 0
$ 649,606 $ 354,720 $ 294,886 $ 0

Note 5 - Receivables

December 31, 2021 December 31, 2020

Client tuition and fees $ 447,429 $ 423,396
Grants and contracts 154,883 158,351
Other 227,773 136,136
830,085 717,883
Provision for contractual allowances and doubtful accounts (134,229) (127,019)
Receivables - Net $ 695,856 $ 590,864

11 -



Bay Area Rehabilitation Center

Notes to the Financial Statements

Note 6 — Property and Equipment

* Accumulated Net Book
Cost Depreciation Value
December 31, 2021
Land $ 619,922 §$ 03 619,922
Buildings and improvements 5,635,892 4,926,539 709,353
Furniture and equipment 895,396 755,837 139,559
Total Property and Equipment $ 7,151,210 $ 5,682,376 $ 1,468,834
December 31, 2020
Land 3 619,922 $ 0% 619,922
Buildings and improvements 5,635,892 4,735,054 900,838
Furniture and fixtures 800,485 707,245 93,240
Total Property and Equipment 3 7,056,299 $ 5,442,299 $ 1,614,000

Depreciation expense charged against income for the years ended December 31, 2021 and 2020, was
$240,077 and $232,565, respectively.

Note 7 — Client Tuition and Fees

The composition of client tuition and fees and uncompensated care provided is as follows:

Gross Billings $ 3,820,803 $ 3,101,168

Uncompensated Care:

Contractual adjustments $ 1,388,372 $ 1,159,222
Charity care 24,000 24,000
Bad debt expense 30,000 30,000

$ 1,442,372 $ 1,213,222

Note 8 - Concentrations of Credit Risk

Financial instruments which potentially subject BARC to credit risk, as defined by generally accepted
accounting standards, consist primarily of revenue and receivables from contracts with governmental
agencies and cash and cash equivalents.

BARC received approximately 34% and 31% of revenue from contracts through the State of Texas in
the years ending December 31 2021 and 2020, respectively. Additionally, BARC received
approximately 41% and 39% of revenue from Medicaid in the years ending December 31, 2021 and
2020, respectively. Substantially all of BARC's activities are conducted in Baytown, Texas and its
surrounding areas. Possible credit losses are provided for in BARC's allowance for contractual
adjustments and doubtful accounts. Generally, BARC requires no security for the performance of its
services.

BARC maintains its cash in local financial institutions where balances are insured by the Federal
Deposit Insurance Corporation (FDIC) up to $250,000. During the year, the average monthly balances
of cash held by the financial institutions exceeded the insured amount of $250,000. Management
believes that no significant credit risk exists with respect to these deposits.

-12 -



Bay Area Rehabilitation Center

Notes to the Financial Statements

Note 9 - Contingencies

Federal and State Grant Programs. The Center participates in federal and state grant programs which
are subject to program compliance audits by the grantors or their representatives. Accordingly, the
Center's compliance with applicable grant requirements will be determined at a future date. The
amount, if any, of expenditures which may be disallowed by the granting agencies cannot be
determined at this time, although the Center expects such amounts, if any, to be immaterial.

Litigation. In the normal course of business, the Center may become subject to lawsuits and other claims
and proceedings. Such matters are subject to uncertainty and outcomes are not predictable with
assurance. Management is not aware of any pending or threatened lawsuit or proceedings that could
have a material adverse effect on the Center's financial position, liquidity, or results of operations.

Note 10 - Paycheck Protection Program

On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic Security
Act (the CARES Act). One provision of the CARES Act was an appropriation of funds for the Small
Business Administration (SBA) to be used for Paycheck Protection Program (PPP) loans. The purpose
of these loans is to promote continued employment in small businesses and not-for-profits harmed by
COVID-19 Coronavirus (COVID-19). PPP loans are unsecured, guaranteed by the SBA, bear interest at
1% per annum with a two-year term of which principal and interest are deferred for the first six months.
The term can be extended to five years if mutually agreed upon by the borrower and the lender. A portion
or all of the loan may be forgiven depending on the use of the funds for eligible costs and compliance
with other relevant conditions as determined by the SBA. On April 30, 2020, BARC received $560,000
in SBA PPP loan funds evident by a two-year promissory note with Community Bank of Texas. On
December 30, 2020, BARC received notice from the SBA that the loan and accrued interest of $3,836
was forgiven. On March 16, 2021, BARC received $642,750 in second round SBA PPP loan funds
evident by a two-year promissory note with Community Bank of Texas. On October 20, 2021, BARC
received notice from the SBA that the second PPP loan and accrued interest was forgiven. BARC is
required to retain all records relating to the PPP loans for six years from the date the loans were forgiven
for potential review by the SBA.

Based on guidance provided by the AICPA in Technical Question and Answer (TQA) 3200.18 issued on
June 10, 2020, BARC accounted for the loans as other income. In TQA 3200.18, the AICPA provides
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 470 Debt, as a
basis for the guidance. Under FASB 470, the loan proceeds are recognized as debt on the balance sheets
with classification as current or noncurrent liabilities. The expenses covered by forgiveness of the loans
were accounted for in accordance with accounting standards generally accepted in the United States of
America on the statements of activities. The debts were treated as extinguished, and the liabilities were
derecognized once BARC received notices of forgiveness. BARC did not account for the gains on
extinguishment on the statements of activities because the amounts were immaterial to the financial
statements as a whole.

Note 11 - Retirement Plan

BARC maintains a defined contribution retirement plan under §401(k) of the Internal Revenue Code. The
plan covers all employees who are 21 years of age and older with at least 1,000 completed hours of
service. BARC matches a discretionary percentage of an employee’s contribution up to 6% of the
employee’s compensation. Employer contributions fully vest after five years of service. Employer
contributions for the years ended December 31, 2021 and 2020, were $46,360 and $44,639, respectively.

-13-



Bay Area Rehabilitation Center

Notes to the Financial Statements

Note 12 - Liquidity and Availability

As of December 31, 2021, BARC had working capital of $1,674,446 and average days (based on normal
expenditures) cash on hand of 62 days.

Financial assets available for general expenditure within one year of the balance sheet date, consist of
the following:

December 31, 2021

Financial assets at year end:

Cash and cash equivalents $ 755,414
Receivables - net 695,856
Investments 906,387
Total Financial Assets 2,357,657

Less amounts not available to be used within one year:
Net assets with donor restrictions 4,740

Financial assets available to meet general expenditures
over the next 12 months $ 2,352,917

BARC'’s goal is generally to maintain financial assets to meet 90 days of operating expenses. As part of its
liquidity plan, excess cash is invested in short-term investments, including money market accounts and
certificates of deposit.

Note 13 — Subsequent Events

Since December 31, 2021, the spread of COVID-19 has severely impacted many local economies around
the world. In many countries, businesses are being forced to cease or limit operations for long or indefinite
periods of time. Measures taken to contain the spread of the virus, including travel bans, quarantines, social
distancing, and closures of non-essential services have triggered significant disruptions to businesses
worldwide, resulting in an economic slowdown. Governments and central banks have responded with
monetary and fiscal interventions to stabilize economic conditions.

BARC has determined that these events are non-adjusting subsequent events. Accordingly, the statement
of financial position and the statement activities as of and for the year ended December 31, 2021, have not
been adjusted to reflect their impact. The duration and impact of the COVID-19 pandemic, as well as the
effectiveness of government and central bank responses, remains unclear at this time. It is not possible to
reliably estimate the duration and severity of these consequences, as well as their impact on the financial
position and activities of BARC for future periods.

Subsequent events have been evaluated through April 30, 2022, the date which these financial
statements were available to be issued.

-14 -
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Bay Area Rehabilitation Center

Schedule of Expenditures of Federal Awards

December 31, 2021

Federal Grantor/Pass-through Grantor/Program Title

Federal CFDA
Number

Federal
Expenditures

Federal Awards

Passed through the State of Texas -

Texas Health and Human Services Commission
Early Childhood Intervention Senices

Department of Education
Special Education - Grants for Infants and Families
Contract number HHS000640200037 - $821,485

Special Education - Grants to States
Contract number HHS000640200037 - $74,160

Department of Health and Human Senices
Temporary Assistance for Needy Families
Contract number HHS000640200037 - $113,251

Social Security Administration
Social Security - Disability Insurance

Department of Health and Human Senices
Medical Assistance Program
Contract number 001008562 - $840,863
Contract number 001023884 - $38,552

Total Federal Awards

Other Awards
Passed through the State of Texas -

Texas Health and Human Senices Commission
Contract number 001008562 - $400,776

Contract number 001023884 - $15,884

Passed through the State of Texas -
Texas Health and Human Senices Commission

Early Childhood Intervention Senices
Contract number HHS000640200037 - $542,822

Total Other Awards

Total Awards

84.181

84.027

93.558

96.001

93.778

1 The state-provided funds have been included in the audit testing under the Uniform Guidance.

The accompanying notes are an integral part of this schedule.
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$ 821,485

74,160

113,251

234

879,415

1,888,545

416,660

542,822

959,482

$ 2,848,027




Bay Area Rehabilitation Center

Notes to the Schedule of Expenditures of Federal Awards

Note 1

The accompanying schedule of expenditures of federal awards (the SEFA) includes the federal award
activity of Bay Area Rehabilitation Center under programs of the federal government for the year ended
December 31, 2021. The information in the SEFA is presented in accordance with the requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the activities of Bay Area Rehabilitation Center, it is not intended to
and does not present the financial position, changes in net assets or cash flows of Bay Area
Rehabilitation Center.

Note 2

Expenditures reported on the SEFA are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types
of expenditures are not allowable or are limited as to reimbursement. Bay Area Rehabilitation Center
has elected not to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance.

-16 -
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Gasaway & Company, CPAs
415 North McKinley Street
Suite 795
Little Rock, Arkansas 72205

Members AICPA Members ARCPA

Board of Directors
Bay Area Rehabilitation Center
Baytown, Texas

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Bay Area Rehabilitation
Center as of and for the year ended December 31, 2021, and the related notes to the financial statements,
and have issued our report thereon dated April 30, 2022.

Internal Control Over Financial Reporting

In planning and performing our audits of the financial statements, we considered Bay Area Rehabilitation
Center’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of Bay Area Rehabilitation Center’s
internal control. Accordingly, we do not express an opinion on the effectiveness of Bay Area Rehabilitation
Center’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we considered to be material weaknesses or significant deficiencies.
Given these limitations, during our audit, we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters

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

Telephone: (501) 650-8291
Facsimile: (501) 325-0411
Website: www.GasawayCPA.com




Bay Area Rehabilitation Center
Page 2

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

G@WD/}“ C«*m, GP A

Little Rock, Arkansas
April 30, 2022




Gasaway & Company, CPAs
415 North McKinley Street
Suite 795
Little Rock, Arkansas 72205

Members AICPA Members ARCPA

Independent Auditor’s Report on Compliance for Each Major Federal Program and Report on
Internal Control over Compliance Report on Compliance for Each Major Federal Program

We have audited Bay Area Rehabilitation Center’'s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of Bay
Area Rehabilitation Center's major federal programs for the year ended December 31, 2021. Bay Area
Rehabilitation Center's major federal programs are identified in the summary of auditor’s resuits section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Bay Area Rehabilitation Center’s major
federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about Bay Area Rehabilitation Center's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of Bay Area Rehabilitation Center's
compliance.

Opinion on Each Major Federal Program

In our opinion, Bay Area Rehabilitation Center complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2021.

Report on Internal Control over Compliance

Management of Bay Area Rehabilitation Center is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered Bay Area Rehabilitation Center’s internal control
over compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Bay Area Rehabilitation Center’s internal control over
compliance.

Telephone: (501) 650-8291
Facsimile: (501) 325-0411
Website: www.GasawayCPA.com




Bay Area Rehabilitation Center
Page 2

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

ém,rm—gi Cov‘m, &GP Ag

Little Rock, Arkansas
April 30, 2022




Bay Area Rehabilitation Center

Schedule of Findings and Questioned Costs

For the Year Ended December 31, 2021

Summary of Auditor’s Results

Financial Statements

1.

The independent auditor’s report expressed an unmodified opinion on the financial statements
of BARC, in accordance with accounting principles generally accepted in the United States of
America.

2. The independent auditor's report on internal control over financial reporting disclosed no
significant deficiencies or material weaknesses.

3. No instances of noncompliance material to the financial statements of BARC were disclosed
during the audit.

Federal Awards

4. The independent auditor’'s report on internal control over compliance for major federal awards
programs disclosed no significant deficiencies or material weaknesses.

5. The independent auditor's report expressed an unmodified opinion on compliance for the major
federal award.

6. The audit disclosed no findings required to be reported by 2 CFR 200.516(a).

7. BARC's major program was the Department of Education — Special Education — Grants for
Infants and Families (CFDA 84.181).

8. The threshold used to distinguish between Type A and Type B programs was $750,000.

9. BARC qualified as a low-risk auditee.

Findings Required to be Reported by Government Auditing Standards

No matters are reportable.

Findings Required to be Reported by the Uniform Guidance

No matters are reportable.
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Bay Area Rehabilitation Center
Summary Schedule of Prior Audit Findings

For the Year Ended December 31, 2021

There are no matters required to be reported.
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