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Independent Auditors' Report

Board of Directors
The Warren Center, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of The Warren Center, Inc. (a nonprofit
organization), which comprise the statement of financial position as of August 31, 2016, and the related
statements of activities, functional expenses and cash flows for the year then ended, and the related notes
to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes 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.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risk of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Sutton Frost Cary LLP www.sfcllp.com
Certified Public Accountants and Consultants Phone 817.649.8083

600 Six Flags Drive, Suite 600 Arlington, Texas 76011 Fax 817.649.3202
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Warren Center, Inc. as of August 31, 2016, and the changes in its net assets and
its cash flows for the year then ended in accordance with U.S. generally accepted accounting principles.

Other Matters
Prior Period Financial Statements and Report on Summarized Comparative Information

The financial statements of The Warren Center, Inc. as of August 31, 2015 were audited by other auditors
whose report dated December 21, 2015 expressed an unmodified opinion on those statements. In our
opinion, the summarized comparative information presented herein as of and for the year then ended
August 31, 2015, is consistent, in all material respects, with the audited financial statements from which
it has been derived.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal and state 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, 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, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
U.S. generally accepted auditing standards. In our opinion, the information 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 January 23,
2017 on our consideration of The Warren Center, Inc.’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and
other matters. The purpose of that report is 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
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 The Warren Center, Inc.’s
internal control over financial reporting and compliance.

Suto. Dreost Loy

A Limited Liability Partnership

Arlington, Texas
January 23, 2017



The Warren Center, Inc.

Statement of Financial Position
August 31, 2016
(with summarized comparative totals for 2015)

2016 2015
Assets
Current assets:
Cash S 795,082 S 699,284
Certificate of deposit 50,160 50,160
Accounts receivable, net 332,825 656,418
Unconditional promises to give 127,686 42,070
Prepaid expenses 13,467 4,805
Total current assets 1,319,220 1,452,737
Property and equipment, net 1,287,623 1,339,382
Total assets S 2,606,843 S 2,792,119
Liabilities and Net Assets
Current liabilities:
Accounts payable S 124,132 S 140,211
Accrued expenses 536,912 736,415
Total current liabilities 661,044 876,626
Net assets:
Unrestricted 1,906,384 1,861,743
Temporarily restricted 39,415 53,750
Total net assets 1,945,799 1,915,493
Total liabilities and net assets S 2,606,843 S 2,792,119

See notes to financial statements.
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The Warren Center, Inc.

Statement of Activities
Year Ended August 31, 2016
(with summarized comparative totals for 2015)

2016 2015
Temporarily
Unrestricted Restricted Totals Total
Revenue and support:
Contributions S 411,887 S 39,415 S 451,302 S 258,799
Government grants 2,053,123 - 2,053,123 2,285,799
Program service fees, net 2,597,273 - 2,597,273 2,631,058
Special events (net of direct costs
of $105,771) 276,951 - 276,951 474,187
Other revenue 21,366 - 21,366 22,768
Net assets released from restrictions 53,750 (53,750) - -
Total revenue and support 5,414,350 (14,335) 5,400,015 5,672,611
Expenses:
Program services:
Early Childhood Intervention 4,770,701 - 4,770,701 4,928,598
Family Outreach Support 71,747 - 71,747 59,396
Clinic Based Services 144,178 - 144,178 93,717
Total program services 4,986,626 - 4,986,626 5,081,711
Supporting services:
Management and general 123,812 - 123,812 170,591
Fundraising 259,271 - 259,271 255,123
Total supporting services 383,083 - 383,083 425,714
Total expenses 5,369,709 - 5,369,709 5,507,425
Change in net assets 44,641 (14,335) 30,306 165,186
Net assets at beginning of year 1,861,743 53,750 1,915,493 1,750,307
Net assets at end of year S 1,906,384 S 39,415 S 1,945,799 S 1,915,493

See notes to financial statements.
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The Warren Center, Inc.

Statement of Functional Expenses

Year Ended August 31, 2016
(with summarized comparative totals for 2015)

Salaries and other payroll costs

Retirement

Advertising and promotions

Occupancy

Contracted services

Insurance

Supplies and equipment

Travel

Professional fees
Office expenses

Telephone

Dues and subscriptions

Depreciation
Other

Total expenses

2016 2015
Program Services Supporting Services
Early Family Clinic
Childhood Outreach Based Management

Intervention Support Services Total and General Fundraising Total Total Total
S 3,771,623 $ 58,656 S 128,038 S 3,958,317 S 52,104 $§ 153,983 S 206,087 S 4,164,404 S 4,484,371
66,057 1,253 2,310 69,620 999 2,245 3,244 72,864 107,275
1,893 275 150 2,318 1,314 11,533 12,847 15,165 15,686
131,627 237 531 132,395 5,797 1,817 7,614 140,009 248,261
159,603 648 3,672 163,923 1,617 5,815 7,432 171,355 -
12,655 94 278 13,027 37 280 317 13,344 -
133,156 2,602 4,593 140,351 1,598 5,393 6,991 147,342 111,818
147,882 1,797 1,901 151,580 436 160 596 152,176 168,894
239,397 4,796 756 244,949 (4,568) 66,834 62,266 307,215 162,064
15,610 159 - 15,769 555 2,076 2,631 18,400 36,396
44,782 558 649 45,989 243 1,441 1,684 47,673 46,409
757 265 - 1,022 1,015 386 1,401 2,423 4,350
- - - 58,684 - 58,684 58,684 62,114
45,659 407 1,300 47,366 3,981 7,308 11,289 58,655 59,787
S 4,770,701 $ 71,747 § 144,178 S 4,986,626 S 123812 $ 259271 $ 383,083 S 5,369,709 $ 5,507,425

See notes to financial statements.
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The Warren Center, Inc.
Statement of Cash Flows

Years Ended August 31, 2016

(with summarized comparative totals for 2015)

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation
Reinvested interest
Allowance for doubful accounts
Changes in assets and liabilites:
Accounts receivable
Unconditional promises to give
Prepaid expenses
Accounts payable
Accrued expenses
Deferred special event revenue

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment

Net cash used in investing activities
Net increase in cash
Cash at beginning of year

Cash at end of year

See notes to financial statements.
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2016 2015
30,306 $ 165,186
58,684 62,114

- (160)
272,179 54,199
51,414 (428,948)
(85,616) (41,203)
(8,662) 20,679
(16,079) 401,043
(199,503) -
- (171,620)
102,723 61,290
(6,925) (20,967)
(6,925) (20,967)
95,798 40,323
699,284 658,961
795,082 S 699,284




The Warren Center, Inc.
Notes to Financial Statements

1. Organization

The Warren Center, Inc. (Organization) was formed in 1968 as a Texas not-for-profit organization.
The Organization was formed to assure that children with developmental differences or
disabilities, and their families, receive the resources and support they need to reach their full
potential. The Organization offers three types of services: early childhood intervention, for
newborns to three-year olds, clinic based services, for children three to five years of age, and
family outreach support. The Warren Center operates out of three locations: Richardson,
Carrollton, and Garland.

2. Summary of Significant Accounting Policies

Basis of Accounting

The Organization prepares the financial statements on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles (GAAP).

Summarized Comparative Totals

The financial statements include certain prior year summarized comparative information that
does not include sufficient detail to constitute a presentation in conformity with GAAP.
Accordingly, such information should be read in conjunction with the Organization’s financial
statements for the year ended August 31, 2015, from which the summarized information was
derived.

Financial Statement Presentation

Net assets and revenues, expenses, gains and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets and changes therein are classified
as follows:

Unrestricted net assets - Net assets not subject to donor-imposed stipulations.

Temporarily restricted net assets - Net assets subject to donor-imposed
stipulations that will be met by actions of the Organization and/or the passage of
time.

Permanently restricted net assets - Net assets subject to donor-imposed
stipulations that will never lapse, thus requiring the funds to be maintained
permanently by the Organization. Generally, the donors of these assets permit the
Organization to use all or part of the income earned on related investments for
general or specific purposes. As of August 31, 2016, there were no permanently
restricted net assets.



The Warren Center, Inc.
Notes to Financial Statements

Revenues are reported as an increase in unrestricted net assets unless use of the related assets
is limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net
assets. Gains and losses on assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by explicit donor stipulations or by law.
Temporarily restricted contributions whose restrictions are met in the same year the
contributions are received are reported as unrestricted net assets.

Financial Instruments and Credit Risk Concentrations

Financial instruments that potentially expose the Organization to concentrations of credit and
market risk consist primarily of cash, a certificate of deposit, accounts receivable, and
unconditional promises to give.

The Organization places cash and a certificate of deposit, which at times may exceed the federally
insured limits, with high quality financial institutions to minimize risk. Accounts at each institute
are insured by the Federal Deposit Insurance Corporation up to $250,000. At August 31, 2016,
the Organization’s uninsured bank balances totaled $589,509. The Organization has not
experienced any losses on such assets.

Accounts receivable are unsecured and are due from government agencies and third-party
payors. Unconditional promises to give (pledges receivable) are unsecured and are due from
various donors. The Organization continually evaluates the collectability of accounts receivable
and pledges receivable and maintains allowances for potential losses, if considered necessary.

A significant portion of revenue is received from Medicaid and the Texas Department of Health and
Human Services (THHS). For the year ended August 31, 2016, revenue from Medicaid and THHS
comprised 40% and 35%, respectively of total revenue. Continuation of such funding in future
periods is subject to various factors such as economic conditions, compliance with laws and
regulations and changes in legislation regarding health care and Medicaid.

Certificate of Deposit

The Organization has a certificate of deposit with an initial maturity of one year. The certificate
of deposit is reported at cost which approximates estimated fair value.

Accounts Receivable

The Organization maintains receivables due from government agencies and third-party payors for
services performed. The Organization carries its accounts receivable due from third-party payors at
standard charges, less an allowance for doubtful accounts and contractual adjustments. For
government grants and contracts, the excess of reimbursable expenditures over cash receipts is
included in accounts receivable. On a periodic basis, the Organization evaluates its accounts
receivable and establishes an allowance for doubtful accounts, based on history of past write offs,
collections and adjustments.



The Warren Center, Inc.
Notes to Financial Statements

Property and Equipment

Property and equipment purchased by the Organization are recorded at cost or if acquired by
gift, at fair market value at the date of the gift. The Organization follows the practice of
capitalizing all expenditures for property and equipment in excess of $5,000; the fair value of
donated fixed assets is similarly capitalized. Depreciation is calculated using the straight-line
method based upon the estimated useful lives of 3 to 40 years.

Revenue Recognition

Program service fees are reported at net realizable amounts from patients, third-party payors
and others for services rendered. Accounts receivable and revenues are recorded when patient
services are performed. Amounts received from third-party payors are different from established
billing rates of the Organization, and these differences are accounted for as contractual
allowances.

Government grant revenue is recognized as contract terms are fulfilled. Cost reimbursement
contracts are recognized as revenue when the allowable costs are incurred. Fees for contract
services are recognized as revenue when the contracted services are performed. If funds are
received before the contract services are performed, the amounts received are accounted for as
a refundable advance.

Contributions are generally recorded only upon receipt unless evidence of an unconditional
promise to give has been received. Unconditional promises to give that are expected to be
collected in future years are recorded at the present value of the amounts expected to be
collected and reduced by an allowance for uncollectible amounts. Conditional promises to give
are recognized when the conditions to which they are subject are met.

Donated materials and equipment are reflected as contributions at their estimated fair values at
date of receipt. Contributions of services are recorded at estimated fair value if the services
received create or enhance nonfinancial assets or require specialized skills and would typically
need to be purchased if not provided by donation. Numerous individuals donate significant
amounts of time to the Organization. No donated services were utilized that met the criteria to
be recorded in the accompanying financial statements.

Allocation of Functional Expenses

The costs of providing various program services and supporting activities have been summarized
on a functional basis in the statement of activities. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.



The Warren Center, Inc.
Notes to Financial Statements

Estimates and Assumptions

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimated.

Federal Income Tax

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (IRC) and has not been classified as a private foundation as defined in the IRC.
Income generated from activities unrelated to the Organization’s exempt purposes is subject to
tax under IRC Section 511. The Organization had no unrelated business income for the year ended
August 31, 2016. Accordingly, no provision has been made for federal income tax in the
accompanying financial statements.

GAAP requires the evaluation of tax positions taken in the course of preparing the Organization’s
tax returns and recognition of a tax liability (or asset) if the Organization has taken an uncertain
position that more likely than not would not be sustained upon examination by the Internal Revenue
Service. Management has analyzed the tax positions taken by the Organization, and has concluded
that as of August 31, 2016, there are no uncertain tax positions taken or expected to be taken that
would require recognition of a liability (or asset) or disclosure in the financial statements.

Reclassification

Certain reclassifications of the 2015 financial information have been made to conform to the
2016 presentation.

3. Accounts Receivable

Accounts receivable consist of the following at August 31, 2016:

Federal and state grant S 134,374
Commercial insurance 280,857
Medicaid/CHIP 369,719
Clinic based services 122,349
Family cost share - ECI 57,345
964,644

Less: allowance (631,819)
S 332,825
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The Warren Center, Inc.
Notes to Financial Statements

4. Property and Equipment

Property and equipment consist of the following at August 31, 2016:

Building and improvements S 1,531,429
Land 133,856
Furniture and equipment 287,577

1,952,862
Less: accumulated depreciation (665,239)

S 1,287,623

Depreciation expense totaled $58,684 for the year ended August 31, 2016.

5. Accrued Expenses

Accrued expenses consist of the following at August 31, 2016:

Accrued wages S 185,402
Accrued bonuses 118,590
401(k) payable - employer contribution 69,373
Accrued paid time off 144,065
Deferred revenue 5,000
Other 14,482

S 536,912

6. Line of Credit
The Organization has a $300,000 line of credit with a bank with interest at the bank’s prime rate
plus .75% (4% at August 31, 2016) maturing September 2018 collateralized by accounts

receivable and other assets. No amounts were borrowed against the line during the year ended
August 31, 2016.

7. Temporarily Restricted Net Assets

Temporarily restricted net assets are available for the following purposes at August 31, 2016:

Reflective supervision S 33,333
Facility improvements 6,082
S 39,415

11



The Warren Center, Inc.
Notes to Financial Statements

Net assets released from restrictions during the year ended August 31, 2016 were as follows:

Specialized training skills S 3,750
Reflective supervision 33,333
Other 16,667

S 53,750

8. Retirement Plan

The Organization sponsors a 401(k) plan that covers all full-time employees with more than one
year of service. Employees may contribute a portion of their salary to the plan. Employees who
have attained the age of 50 are eligible to make an additional catch-up contributions. Employer
contributions to the plan are at the discretion of the board of directors. Employer contributions
to the plan totaled $69,373 for the year ended August 31, 2016.

9. Leases

The Organization has non-cancelable operating lease agreements that expire at various dates
through 2023. The following is a schedule of required future minimum lease payments under these
lease agreements for the years ending August 31:

2017 S 85,057
2018 48,126
2019 49,355
2020 50,584
2021 51,812
Therafter 96,866

Lease expense totaled $81,669 for the year ended August 31, 2016.

10. Contract Compliance

The Organization is responsible for compliance with provisions of contracts and grant
agreements. Noncompliance could result in the disallowance of expenditures and a request for
reimbursement. In the opinion of the Organization’s management, such disallowance, if any,
would not be significant to the Organization’s financial statements.

11. Subsequent Events
The Organization evaluated subsequent events after the statement of financial position date of

August 31, 2016 through January 23, 2017, which was the date the financial statements were
issued, and concluded that no additional disclosures are required.

12



The Warren Center

Schedule of Expenditures of Federal and State Awards

Year Ended August 31, 2016

Pass-through

CFDA grantor
Federal or State Grantor/Pass-Through Grantor/Program Title Number number Expenditures
U.S. Department of Education:
Texas Department of Assistive and Rehabilitative Services
Special Education Grants to State 84.027 5382001578 S 157,636
Special Education - Grants for Infants and Families 84.181 5382001578 917,942
Total U.S. Department of Education 1,075,578
U.S. Department of Health and Human Services:
Texas Department of Assistive and Rehabilitative Services
Temporary Assistance for Needy Families 93.558 5382001578 282,867
Total expenditures of federal awards 1,358,445
Texas Department of Assistive and Rehabilitative Services
Early Childhood Intervention Services N/A 5382001578 451,248
Total expenditures of state awards 451,248
Total expenditures of federal and state awards as per claims made 1,809,693
Plus claims made for items "encumbered" as of August 31, 2015 243,430
Total expenditures of federal and state awards per financial statements S 2,053,123

See notes to schedule of expenditures of federal and state awards.
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The Warren Center

Notes to Schedule of Expenditures of Federal and State Awards
Year Ended August 31, 2016

1. Basis of Presentation

The accompanying schedule of expenditures of federal and state awards (Schedule) includes the
federal and state grant activity of The Warren Center, Inc. (Organization). 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). 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.

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 allowable or are limited as to reimbursement. The
Organization has not elected to use the 10 percent de minimus indirect cost rate as allowed under
the Uniform Guidance.

14



Independent Auditors’ 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

Board of Directors
The Warren Center, Inc.

We have audited, in accordance with U.S. generally accepted auditing standards 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 The Warren Center, Inc.
(Organization) (a nonprofit organization), which comprise the statement of financial position as
of August 31, 2016, and the related statements of activities, functional expenses, and cash flows
for the year then ended, and the related notes to the financial statements, and have issued our
report thereon dated January 23, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Organization’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 opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Organization’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Organization’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 consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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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, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
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.

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 Organization’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 Organization’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Sutto Hreost (ary

A Limited Liability Partnership

Arlington, Texas
January 23, 2017
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Independent Auditors’ Report on Compliance for Each Major Federal Program and on
Internal Control over Compliance Required by the Uniform Guidance

Board of Directors
The Warren Center, Inc.

Report on Compliance for Each Major Federal Program

We have audited The Warren Center, Inc.’s (Organization) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct
and material effect on each of the Organization’s major federal programs for the year ended
August 31, 2016. The Organization’s major federal programs are identified in the summary of
auditor’s results 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization’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 U.S. generally accepted auditing
standards; 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 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 the Organization’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 the
Organization’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Organization 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 August 31, 2016.

17



Report on Internal Control over Compliance

Management of the Organization 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 the Organization’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
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 the Organization’s 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 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.

Suttn Dreost Camy

A Limited Liability Partnership

Arlington, Texas
January 23, 2017
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The Warren Center

Summary Schedule of Findings and Questioned Costs
Year Ended August 31, 2016

Section | - Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: Unmodified

Internal control over financial reporting:

e Material weakness(es) identified? yes X no
e Significant deficiency(ies) identified? yes X none reported
Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over major programs:
e Material weakness(es) identified? yes X no
e Significant deficiency(ies) identified? yes X none reported
Type of auditors' report issued on compliance
for major programs: Unmodified
Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)? yes X no
Identification of major programs:
CFDA 84.181 Special Education - Grants for Infants
and Families with Disabilities (IDEA Part C)
Dollar threshold used to distinguish between
Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee? yes X no!

Section Il - Financial Statement Findings

None

Section Il - Federal Award Findings and Questioned Costs

None

Section IV - Summary of Prior Year Audit Findings

None

1 In order to meet the criteria for a low-risk auditee in the current year, the prior two years audits must
have met the requirements of the Uniform Guidance, including report submission to the federal audit
clearinghouse by the due date. The Warren Center, Inc. did not meet the criteria to qualify as a low-risk
auditee because the data collection form and the reporting package for fiscal year ended August 31, 2015
was not submitted to the federal audit clearinghouse by the due date because of extenuating
circumstances.
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