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Responsibilities of Management for the Financial Statements

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

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 the Organization’s ability to
continue as a going concern for one year afier the date that the financial statements are issued.

Auditors’ 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 auditors’ 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 GAAS and Government 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 are considered material if there 1s a substantial likelihood that, individually or in the
agpregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e 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 intemal 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 Organization’s intemal control. Accordingly, no such opinion is
expressed.

o 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.

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Organization’s ability to continue as a going concem for a
reasonable period of time.

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






EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.

STATEMENT OF FINANCIAL POSITION
AS OF JUNE 30, 2023

(WITH COMPARATIVE TOTALS AS OF JUNE 30, 2022)

Without Donor With Donor 2023 2022
Restrictions Restrictions Total Total
ASSETS
Current assets
Cash and cash equivalents A 871,275 $ 60,036 5 931,311 $ 3,366,735
Accounts receivable, net 1,731,363 - 1,731,363 1,450,063
Pledges, grants, and other receivabies 2,885,229 - 2,885,229 116,767
Certificates of deposit 155,000 150,000 305,000 800,000
Prepaid expenses and other current assets 113,818 - 113,818 83,127
Inter-fund receivable (payable) (423,909) 423,909 - -
Total current assets 5,332,776 633,945 5,966,721 5,816,692
Property and equipment, net 3,183,251 - 3,183,251 1,808,829
Operating leases - right of use assets, net 750,163 - 750,163 -
Total Assets 5 9,266,190 $ 633,945 $ 9,900,135 $ 7,625,521
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable 3 458,391 b - & 458,391 3 150,072
Accrued expenses 873,881 - 873,881 668,137
Refundable advance 73,230 - 73,230 467,884
Current portion of operating lease liability 328,997 - 328,997 -
Current portion of long-term debt 12,483 - 12,483 12,109
Total current liabilities 1,746,982 - 1,746,982 1,298,202
Long-term liabilities
Operating lease liability, less current portion 438,497 - 438,497 -
Long-term debt, less current portion 473 444 - 473 444 485,927
Total long-term liabilities 911,941 - 911,941 485,927
Total liabilities 2,658,923 - 2,658,923 1,784,129
Net assets
Without donor restrictions;
Invested in property, equipment, and leases 3,556,987 - 3,556,987 1,310,793
Undesignated 3,050,280 - 3,050,280 3,312,258
Total without donor restrictions 6,607,267 - 6,607,267 4,623,051
With donor restrictions - 633,945 633,945 1,218,341
Total net assets 6,607,267 633,945 7,241,212 5,841,392
Total Liabilities and Net Assets b3 9,266,190 b 633,945 § 9,900,135 $ 7,625,521

The accompanying notes to financial statements
are an integral part of this statement.
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2023
{WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2022)

Program Services

Supporting Services

Public Professional Total Total
Health Education Direct Program Management Fund Supporting 2023 2022
Education and Training Services Services and General Raising Membership Services Total Total

Salaries and benefits 3 78,363 3 15,673 $ 8888277 § 8982313 § 622950 % 62,690 3 - § 685,640 3 9,667,953 } 8,096,935
Professional fees 44,835 8,967 2,026,778 2,080,580 343,904 35,868 - 381,772 2,462,352 1,748,661
Occupancy 6,022 1,204 534,214 541,440 56,471 4,817 - 61,288 602,728 487,417
Supplies 356 71 373,566 373,993 7.871 284 - 8,155 382,148 393,925
Depreciation 2473 495 144,724 147,692 27,453 1,979 - 29,432 177,124 148,145
Travel 321 64 106,278 106,663 4,637 256 - 4,893 111,556 77,766
Small equipment and maintenance 960 192 62,887 64,039 7,762 768 - 8,530 72,569 70,850
Insurance 1,437 287 53,810 55,534 8,303 1,150 - 9,453 64,987 48,229
Telecommunications 458 92 53,136 53,686 5,761 366 - 6,127 59,813 84,030
Printing and pnblications 13,664 2,733 19,994 36,391 11,793 10,931 - 22,724 59,115 48,183
Conierences and meetings 3,328 670 17,846 21,864 24 642 2,678 - 27,320 45,184 22,807
Membership fees - - - - - - 48,924 48,924 48,924 48,395
Other 3,072 614 20,894 24,580 9,273 2,458 - 11,731 36,311 40,051
Bad debt expense - - 17,304 7,304 - - - - 17,304 11,81}
Postage and shipping 131 26 13,235 13,392 1,059 105 - [,164 14,556 15,746
Specific assistance 3,950 790 2,170 6,910 3,761 3,160 - 6,921 13,831 10,882
Interest 195 39 10,964 11,198 2,169 156 - 2,325 13,523 31,804
Contributed services 2,508 502 4,059 7,069 3,680 2,606 - 5,686 12,755 10,222

Total before alocations 162,093 32,419 12,350,136 12,544,648 1,143 489 129,672 48,924 1,322,085 13,866,733 11,395,359
Allocation of management

and general 17,273 3,455 1,108,943 1,129,671 (1,143,489) 13,818 - (1,129,671} - -
Tuotal 3 179366 35,874  §13.459,079 § 13,674,319 S - $ 14349 § 112,402 5 192414  § {3,866,733

5 11,395,859

The accompanying notes to financial statements

are an integral part of this statement.
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

(1) Summary of Significant Accounting Policies:

The following is a summary of the more significant accounting policies and practices of Easterseals
Northeast Central Florida, Inc., formerly known as Easter Seal Society of Volusia and Flagler Counties,
Inc., (the Organization), which affect significant elements of the accompanying financial statements.

Organization—The accompanying financial statements include the accounts of Easterseals
Northeast Central Florida, Inc. (the Organization) and Easterseals Charter School (the School). The
Organization has a controlling financial interest and an economic interest in the School. The School
is a division of the Organization. As such, the School’s results of operations are reported in the
accompanying financial statements. All significant interdepartmental accounts and transactions have
been eliminated in the Organizations financial statements. Easterseals Northeast Central Florida,
Inc. is a not-for-profit corporation that provides services to children and aduits with disabilities or
other special needs and their families. The Organization offers a broad range of services, including
the following: early intervention, developmental screenings, early childhood education, autism
diagnosis, in-depth functional evaluations, specialized pediatric therapy interventions, and robust
family support, including behavior supports, youth and transition services, mental health counseling,
targeted case management, and a dedicated pediatric navigator. These programs are operated at
various locations in Volusia, Flagler, Putnam, Lake, and Sumter Counties in the State of Florida.

The general operating authority of the School is contained in Section 1002.33 of the Florida
Statutes. The School operates under a charter with the sponsoring school district, which is the
Volusia County School Board, Florida (the District} and began operations in September 2005, The
current charter was effective July 1, 2018, through June 29, 2023, but was not renewed and the
School terminated June 29, 2023. Pursuant to the Florida Statutes, in the event the School is
dissolved or terminated, any unencumbered public funds (excluding unencumbered capital outlay
funds) and all School property purchased with public funds automatically revert to the District. Any
unencumbered capital outlay funds revert back to the Florida Department of Education to be
redistributed among eligible charter schools. During the term of the charter, the District may also
terminate the charter if good cause is shown. The School is a Florida public school and is subject to
supervisory jurisdiction of the District and accountable to the District for performance, as provided
by the charter agreement and Florida Statutes.

(a) Basis of accounting—The Organization prepares its financial statements on the accrual basis
of accounting. Accordingly, revenues are recognized when eamed and expenses are recognized
when incurred. Federal, State, and local government and public grants are recorded as revenue when
performance occurs under the terms of the grant agreement.

(b} Basis of presentation—Net assets, gains, and losses are classified based on the existence or
absence of donor or grantor-imposed restrictions. Accordingly, net assets and changes therein are
classified and reported as follows:

Net Assets without Donor Restrictions—Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. In general, net assets without donor restrictions
of the Organization may be used at the discretion of the Organization’s management and the
Board of Directors to support the Organization’s purpose and operations, including the
investment in property and equipment.






EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

(1) Summary of Significant Accounting Policies: (Continued)

Accounts receivable balances that are still outstanding after the Organization has used reasonable
collection efforts are written off through a charge to the applicable allowance accounts and a credit
to accounts receivable. The Organization does not accrue interest income on outstanding receivable
balances.

(fy Pledges, Grants, and ether receivables —Unconditional promises to give are recognized as
revenues when an unconditional promise to give is made (pledge receivable) or when cash is
received. Conditional promises to give are recognized when the conditions on which they depend
are substantially met,

At June 30, 2023, the Organization had no pledges receivable. There were no allowances associated
with these, grants, or other receivables.

The Organization had no conditional promises to give at June 30, 2023,

(g) Impairment of Iong-lived assets—The Organization periodically reviews its long-lived assets
to be held and used in operations for impairment whenever events or changes in circumstances
indicate the carrying value of an asset may not be recoverable. An impairment loss is recognized
when the estimated undiscounted future cash flows from the assets are less than the carrying value
of the assets.

(h) Property and equipment—The Organization capitalizes all expenditures in excess of $1,000
for property and equipment. The fair value of donated assets is simultaneously capitalized and
recognized as support. Property and equipment are stated at cost for purchased assets and at fair
market value at date of donation for donated assets.

Depreciation is calculated using the straight-line method over the following estimated useful lives:

Furniture, fixture, and equipment 3 - 10 years
Leaschold improvements 3 - 10 years
Building and improvements 5 - 39 years

Leasehold improvements are generally depreciated over the estimated useful life of the
improvements or the lease termn, whichever is shorter.

(i) Leases—The Organization leases office space and office equipment. The Organization
determines if an arrangement is a lease at inception. Operating leases are included in operating lease
right-of-use (ROU) assets, other current labilities, and operating lecase [iabilities on the
Organization’s balance sheets. Finance leases are included in finance lease right-of-use (ROU)
assets, other current liabilities, and other long-term liabilities in the Organization’s statement of net
position.
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

(1) Summary of Significant Accounting Policies: (Continued)

The Organization reports gifts of property and equipment as support without donor restrictions
unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived
assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other
assets that must be used to acquire long-lived assets are reported as support with donor restrictions.
Absent explicit donor stipulations about how long those long-lived assets must be maintained, the
Organization reports expirations of donor restrictions when the donated or acquired long-lived
assets are placed In service and/or construction expenses have been incurred.

A portion of our revenue is derived from cost-reimbursable federal and state contracts and grants,
which are conditioned upon certain performance requirements and/ or the incurrence of allowable
qualifying expenses. Amounts received are recognized as revenue when we have incurred
expenditures in compliance with specific contract or grant provisions. Amounts received prior to
incurring qualifying expenditures are reported as refundable advances in the statement of financial
position. We received cost-reimbursable federal and state contracts and grants of $73,230 that have
not been recognized at June 30, 2023, because qualifying expenditures have not yet been incurred.

Contributed services (in-kind contributions) are reflected in the accompanying financial statements
at the fair value of the services received, if the services create or enhance nonfinancial assets or
require specialized skills that are provided by individuals possessing those skills and would
otherwise need to be purchased if not provided by donation. Donated services are offset by like
amounts reported in the statement of functional expenses.

No amounts have been included in the accompanying financial statements for services contributed
by volunteers since such services generally do not require specialized skiils. Nevertheless, a
substantial number of volunteers from the community area donated their time to the Organization.

(k) Deferred revenue—Grant or program monies received by the Organization that have not been
spent on qualifying expenses are recorded as deferred revenue in the accompanying statements of
financial position.

() Program service fee -The Organization considers these to be exchange transactions and
therefore, revenue is recognized when a promised good or service is transferred to a customer in an
amount that reflects the consideration the Organization expects to be entitled to in exchange for
those goods or services.

Program revenues are presented net of discounts and are recognized using the five-step model as
follows:

Identification of the contract with the customer.

Identification of the performance obligation in the contract.

Determination of the transaction price.

Allocation of the transaction price to the performance obligation in the contract.
e Recognition of revenucs when, or as, performance obligations are satisfied.

Program service fees comsist primarily of services provided on behalf of medical and insurance
companies. Fees are recognized as revenue at a point in time in which the services occur. Revenues
are net of returns and exclude sales tax. There are no variable considerations, Proceeds from these
fees are used to support the Organization’s other programs.

-12-






EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

(2) Liguidity and Availability:

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of the statement of financial position date, comprise the following:

Cash and cash equivalents - without restriction $ 871,275

Inter-fund receivable (with restriction) (423,909)
Accounts receivable, net 1,731,363

Pledges, grants, and other receivables 2,885,229

Certificates of deposit without restriction 155,000

Financial assets available to meet cash needs

for general expenses within one year S 5,218,958

(3) Fair Value of Financial Instruments:

Generally accepted accounting principles require disclosure of an estimate of the fair value of certain
financial instruments, The Qrganization’s financial instruments consist principally of cash and cash
equivalents, certificates of deposit, grants and other receivables, and other short-term assets and liabilities.
For these financial instruments, carrying values approximate fair value, The fair value of a financial
instrument is the amount that would be received in an asset sale or paid to transfer a liability in an orderly
transaction between unaffiliated market participants. Assets and liabilities measured at fair value are
categorized based on whether the inputs are observable in the market and the degree that the inputs are
observable,

The Organization did not hold any marketable securities as of or during the year ended June 30, 2023,

Investment income consisting primarily of CD interest income totaled $7,246 for the year ended June 30,
2023.

(4}  Accounts Receivable:

Accounts receivable consists of the following at June 30, 2023:

Contracts $ 1,020,205

Medicaid and third party insurance 757,607

Service (prepayment) fees (3,958)
1,773,854

Allowance for discounts and

uncollectible accounts (42,491)

Accounts receivable, net $ 1,731,363

The Organization does not have a policy requiring collateral 1o support its accounts receivable.
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2023

(8) Property and Equipment:

Property and equipment are summarized by major ¢lassifications, net of accumulated depreciation and
amortization as follows at June 30, 2023:

Land $ 862,550
Building improvements 3.938,265
Leasehold improvements 56,482
Furniture, fixtures, and equipment 1,052,696
Construction in progress 14,224
Less: accumulated depreciation (2,740,966)
Property and equipment, net $ 3,183,251
Operating leases - right of use assets $ 1,025,111
Less: accumulated amortization (274,948)
Operating leases - right of use assets, net § 750,163

Depreciation expense of $177,124 was functionally allocated, based on use, to program services and
supporting services for the year ended June 30, 2023.

{9) Note Payable:

Enacted on March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act)
provided economic assistance through economic disaster loans (EIDL). The $500,000 EIDL loan is
payable in monthly principal and interest payments of $2,136 over thirty years. Interest accrues at a rate
of 2.75% per annum. Each payment is applied to interest accrued before principal. The note is
collateralized by the property at 1219 Dunn Avenue, Daytona Beach, Florida 32114,

Annual maturities are as follows:

Year Ending June 30, Amount
2024 b3 12,483
2025 12,831
2026 13,188
2027 13,521
2028 13,932
Thereafter 419972
§ 485927
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 34, 2023

(12) Net Assets:

Net assets with donor restrictions are restricted for the following purposes as of June 30, 2023;

Program
Aquatic therapy pool operations § 113,265
Drowning prevention 34,126
Child care and development center 127,252
Family intensive training 30,000
Teen mental health 193,030
Farm 27,540

Residential camping experiences

for cardiovascular accident patients 3,538
528,751
Capital Improvements - Exploration Place 54,457
Scholarships 737
Restricted in perpetuity - CD 50,000
Total net assets with donor restrictions $ 633,945

Net assets restricted in perpetuity total $50,000 at June 30, 2023, Income from such assets is restricted to
providing residential camping experiences for cardiovascular accident patients.

Net assets with donor restrictions were released from restriction during the year ended June 30, 2023, by
incurring expenses satisfying restricted purposes or by the occurrence of other events specified by donors
as follows:

Procram
Agquanc therapy pool operations & 40.356
Drowimig prevention R
Teen mental health 106970
lan disaster reliet U |
Capiral Tinprovaments - Fxplinaiion Place 8303
Purchase of the fanmy 9151
S 1.i07988

(13) Retirement Plan:

The Organization provides a 401(k) plan for all eligible employees. Under the plan, the Organization
contributes 50% of an employee’s contribution up to a maximum of 3% of the employee’s compensation,
The employer matching contributions are made on a bi-weekly basis to the plan. Employer matching
contribution expense totaled $105,559 for the year ended June 30, 2023.
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JUNE 30, 2023

(1) Basis of Presentation:

The accompanying Schedule of Expenditures of Federal Awards and State Financial Assistance (the
Schedule) includes federal awards and state financial assistance activity of the Organization under
programs of the federal government and under projects for the State of Florida for the year ended June 30,
2023. The information in this schedule 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) and State of Florida Chapter 10.650, Rules of the
Auditor General. Because the Schedule presents only a selected portion of the operations of the
Organization, it is not intended to and does not present the financial position, changes in net assets, or
cash flows of the Organization.

(2) Summary of Significant Accounting Policies:

Expenditures reported on the schedule 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 aliowable or are limited as to reimbursement.

Pass-through entity identifying numbers are presented where available.
No amounts were passed through to subrecipients during the year ended June 30, 2023.

(3) De Minimis Indirect Cost Rate Election:

The Organization does not elect to use the 10% de minimis indirect cost rate as covered in §200.414,
Indirect (F&A) costs, of the Uniform Guidance.
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EASTERSEALS NORTHEAST CENTRAL FLORIDA, INC,
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE YEAR ENDED JUNE 34, 2423

Summary of Auditors” Results: (Continued)

Type of auditors’ report issued on compliance for major
State projects: Unmodified

Any audit findings disclosed that are required to be reported

for state financial assistance projects? yes X none reported

Dollar threshold used to distinguish between type A and
type B State projects: $750,000

Identification of major State projects:

CSFA Number Pregram Name
64.022 Children’s Special Health Care — Developmental Evaluation
67.071 Home and Community Services

Financial Statement Findings:

2023-001 Limited Understanding of Accounting Standards and IRS Guidance:

Criteria: A comprehensive grasp of accounting standards is fundamental for effective financial
reporting. An understanding of IRS guidance 1s important to meet compliance requirements.

Condition and Context: We noted management exhibited limited awareness and understanding
concerning the implementation of ASC Topic 842, Leases. The lease schedules criginally provided
did not include appropriate amertization schedules, discount rates, and necessary information for
financial statement disclosures. In addition, management demonstrated inadequate knowledge of
the eligibility criteria for the Employee Retention Credit (ERC) and did not initially obtain
sufficient documentation to demonstrate compliance with IRS regulations pertaining to this credit.

Cause: Insufficient familiarity and research regarding implementation of the lease standard and
support for the eligibility requirements related to the ERC.

Effect. The Organization could improperly post transactions to the financial accounting system
leading to inaccurate or misleading financial information.

Recommendation: We recommend the Organization establish a systematic process for keeping
informed of applicable accounting standards and IRS regulations and obtain outside assistance as
necessary to facthtate the understanding and proper recording of transactions.

Federal Award and State Projects Findings and Questioned Costs: None.

Prior Audit Findings: None.

Corrective Action Plan: Sce Management’s Response to Findings on page 28,

Management Letter: No management letter pursuant to Sections 215.97(9)f) and 215.97(10)(d},

Florida Statutes is required since there are no items related to state financial assistance required to
be reported in the management letter, not already reported in this schedule.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, nencompliance 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.

Management’s Response to Findings

The Organization’s response to the findings identified in our audit is described in the accompanying
management’s response to findings, as listed in the table of contents. The response was not subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on it.

Purpose of This Report
The purpose of this report is solely to describe the scope of our testing of interal 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.
'

Daytona Beach, Florida
December 14, 2023
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Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Organization’s compliance based on our audit. 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 GAAS, Government Auditing Standards, the Uniform Guidance, and Chapter 10.650,
Rules of the Auditor General, will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resulting from fraud is higher than for that resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Noncompliance with the compliance requirements referred to above is considered material if
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
made by a reasonable user of the report on compliance about the Organization’s compliance with the
requirements of each major federal program and major state project as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, the Uniform
Guidance, and Chapter 10.650, Rules of the Auditor General, we:

» [Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material noncompliance, 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 Organization’s compliance with the compliance requirements
referred to above and performing such other procedures as we considered necessary in the
circumstances.

¢ Obtain an understanding of the Organization’s internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinton on the effectiveness of the Organization’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control over Compliance

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 or state project on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in intemal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program or state project 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 or state project that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.
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December 14, 2023

Melissa Chesley
Chief Financial Officer
Easterseals Northeast Central Florida, Inc

James Moore & Co., P.L.
121 Executive Circle
Daytona Beach, Florida 32114

Subject; Response to Audit Concerns - ASC Topic 842 Implementation and Employee Retention
Credit

In response to the recent audit finding, 2023-001 outlined in your report dated December
14, 2023. We appreciate the thor¢  jh examination conducted by your team and
acknowledge the importance of addressing the concerns raised during the audit
process.

1. ASC Topic B42, Leases Implementation: In light of the concerns raised regarding the
implementation of ASC Topic 842, Leases, we acknowledge the identified gaps and are
committed to rectifying them promptly. To address these issues, we are taking the
following corrective actions:

» Comprehensive Literature Review: We have thoroughly reviewed the available literature
for ASC Topic 842 to gain a deeper understanding of the requirements and best
practices associated with lease accounting.

e Reassessment of Lease Accounting Processes: Subsequent to the literature review, we
have revisited our lease accounting processes to ensure compliance with ASC Topic
842. The task was performed again with a meticulous approach, leading to the
identification and correction of any disci . pancies.

« Enhanced Training Initiatives: Recognizing the importance of knowledge and expertise,
we have bolstered our training initiatives to empower our team with the necessary skills
for accurate implementation of ASC Topic 842.

We believe that these actions have resulted in a more robust and accurate lease accounting
process. The outcome of our reassessment aligns with the requirements outlined in ASC Topic
842, and we are confident in the reliability of our lease schedules moving forward.

Additionally, recognizing the need for dedicated resources, we have decided to hire additional
staff. This strategic move will afford us the time to prepare adequately and provide thorough
training to ensure complian - with new pronouncements and industry best practices.
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