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INDEPENDENT AUDITOR'S REPORT 

Report on the Financial Statements 

902 Lafayette Boulevard. NW 
Roanoke. Virginia 2401 7-3928 

Phone:(540) 342- 1440 
Fax: (540) 342-144 1 

E-Mail : wwhite@wwcpa.roacoxmail .com 

12 16 Granby Street, Suite 5 
Norfo lk, Virginia 235 10-2622 

Phone: (757) 627-3350 
Fax: (757) 622-8240 

E-Mail : norfolk @wwcpa.hrcoxmail .com 

I have audited the accompanying financial statements of Solutions That Empower People, Inc. 
(STEP) (a nonprofit organization), which comprise the statements of financial position as of June 
30, 2018 and 2017, and the related statements of activities and changes in net assets, functional 
expenses, and cash flows for the years 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 accounting principles generally accepted in the United States of America; 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. 

Auditor's Responsibility 

My responsibility is to express an opinion on these financial statements based on my audit. I 
conducted my audit in accordance with 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. Those standards require that I 
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 risks 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, 
I 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. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 

(11M 
The CPA. Neve r Underesti mate The Va lue .® 



Board of Directors 
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October 18, 2018 

Opinion 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of STEP as of June 30, 2018 and 2017 and the changes in its net assets and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in 
the United States of America. 

Other Matters 
Other Information 

My audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The accompanying schedule of expenditures of federal awards (pages 19-20), 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 auditing 
standards generally accepted in the United States of America. In my 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, I have also issued my report dated October 
18, 2018, on my consideration of STEP's internal control over financial reporting and on my tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of my 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 STEP'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 STEP's internal control over financial reporting and compliance. 

Report on Summarized Comparative Information 

We have previously audited STEP's 2017 statement of functional expenses, and we expressed an 
unmodified audit opinion on those audited financial statements in our report dated 
September 21, 2017. In our opinion, the summarized comparative statement of functional expenses 
presented herein as of and for the year ended June 30, 2018, is consistent, in all material respects, 
with the audited financial statements from which it has been derived. 

Roanoke, Virginia 
October 18, 2018 
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SOLUTIONS THA T EMPOWER PEOPLE, INC 

STATEMENTS OF FINANCIAL POSITION 

JUNE 30, 

ASSETS 

Current Assets 

Cash and cash equivalents (note 2) 
Grants receivable 
Investments (note 3) 
Inventory 
Prepaid expenses 

Total Current Assets 

Fixed Assets, net (note 5) 

Total non current Assets 

Total Assets 

See accompanying notes to financial statements. 
3 

$ 

2018 

227,728 
148,832 

62,644 
5,200 

13,251 

457,655 

1,229,897 

1,229,897 

$ 1,687,552 

2017 

149,252 
159,639 

63,145 
16,903 
29,497 

418,436 

1,303,047 

1,303,047 

1,721,483 



LIABILITIES AND NET ASSETS 

Current Liabilities 

Accounts payable 
Accrued liabilities 
Current portion of mortgage notes 

payable (note 6) 

Total Current Liabilities 

Long-term liabilities 
Long-term portion of mortgage 

notes payable (note 6) 

Total Long-Term Liabilities 

Total Liabilities 

Net Assets 

Unrestricted 
Operating fund 
Temporarily restricted 

Total Net Assets 

Total Liabilities and 
Net Assets 

4 

2018 2017 

$ 7,586 14,642 
226,885 295,301 

18,219 17,448 

252,690 327,391 

1,108,698 1,126,917 

1,108,698 1,126,917 

1,361,388 1,454,308 

321,287 258,719 
4,877 8,456 

326,164 267,175 

$ 1,687,552 1,721,483 



SOLUTIONS THA T EMPOWER PEOPLE, INC 

STATEMENTS OF ACTIVITIES 
AND CHANGES IN NET ASSETS 

FOR THE YEARS ENDED JUNE 30, 

2018 
Temporarily 

Unrestricted Restricted Total 

SUPPORT AND REVENUE 
Grants 
Contributions 
Program service fees 
Realized and unrealized gain/ 
(loss) on investments (note 3) 

Interest Income 
In-kind contributions (note 13) 
Miscellaneous income 
Net assets released 
from restrictions 

Total support and revenue 

EXPENDITURES 
Program Services 
Head Start 
Youth Services 
Housing 
Senior Services 
Homeless Prevention 
CSBG 
Financial Services 

Total program services 

Support Services 
Management and general 

Total support services 

Total expenses 

Change in Net Assets 

Net Assets, Beginning of Year 

Net Assets, End of Year 

$ 3,661,458 
91,369 
13,822 

594 
1,017 

687,612 
172,541 

8,456 

4,636,869 

2,733,873 
287,433 
513,620 
400,415 
269,005 
217,130 

19,100 

4,440,576 

133,725 

133,725 

4,574,301 

62,568 

258,719 

$ 321,287 
See accompanying notes to financial statements. 
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4,877 

(8,456) 

(3,579) 

(3,579) 

8,456 

4,877 

3,666,335 
91,369 
13,822 

594 
1,017 

687,612 
172,541 

4,633,290 

2,733,873 
287,433 
513,620 
400,415 
269,005 
217,130 

19,100 

4,440,576 

133,725 

133,725 

4,574,301 

58,989 

267,175 

326,164 



2017 
Temporarily 

Unrestricted Restricted Total 

SUPPORT AND REVENUE 
Grants $ 3,518,066 8,456 3,526,522 
Contributions 146,293 146,293 
Program service fees 2,991 2,991 
Realized and unrealized gain/ 
(loss) on investments (note 3) 

Interest Income 3,355 3,355 
In-kind contributions (note 13) 654,630 654,630 
Miscellaneous income 116,204 116,204 
Net assets released 
from restrictions 

4,441,539 8,456 4,449,995 

EXPENDITURES 
Program Services 
Head Start 2,786,635 2,786,635 
Youth Services 277,856 277,856 
Housing 393,356 393,356 
Senior Services 434,376 434,376 
Homeless Prevention 237,153 237,153 
CSBG 224,269 224,269 
Financial Services 28,518 28,518 

Total program services 4,382,163 4,382,163 

Support Services 
Management and general 94,857 94,857 

Total support services 94,857 94,857 

Total expenses 4,477,020 4,477,020 

Change in Net Assets (35,481) 8,456 (27,025) 

Net Assets, Beginning of Year 294,200 294,200 

Net Assets, End of Year $ 258,719 8,456 267,175 
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SOLUTIONS THA T EMPOWER PEOPLE, INC 

STATEMENTS OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2018 

(WITH SUMMARIZED COMPARATIVE INFORMATION FOR THE YEAR ENDING JUNE 30,2017) 

Program Services 

Head Youth Senior 
Start Services Housing Services 

Salaries and payroll taxes $ 1,334,382 144,402 122,002 131,773 
Fringe benefits 329,836 35,809 30,784 26,139 

Total salaries and related expenses 1,664,218 180,211 152,786 157,912 

Advertising 2,756 3,638 470 70 
Consultants and contracts 51,637 4,618 339,550 3,826 
Legal and professional 414,872 18,789 40,751 
Tuition, training and travel 28,692 3,265 3,445 2,917 
Repairs and maintenance 83,189 34,074 2,851 9,163 
Postage and printing 12,916 2,186 583 1,066 

Office supplies 10,268 1,518 2,079 701 

Program service expenses 10,790 1,300 60 682 
Program supplies 16,901 4,229 1,048 7,589 

Supplies and materials 33,757 2,168 1,606 1,268 
Meeting expenses 3,550 227 691 207 
Automobile expenses 17,054 237 47 19,037 
Food and kitchen services 181,136 2,848 13 126,865 
Dues and subscriptions 15,178 2,052 1,858 1,102 
Space costs (occupancy) 175,198 24,652 2,902 10,446 
Insurance 11,739 1,419 3,587 8,355 
Interest expense 
Depreciation expense 
Miscellaneous expenses 22 2 44 8,458 

Total expenses $ 2,733,873 287,433 513,620 400,415 

See accompanying notes to financial statements. 
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Supporting 
Program Services Services Totals 

Program Management 

Homeless Financial Services and 
Prevention CSBG Services Total General 2018 2017 

109,749 107,079 6,350 1,955,737 2,391 1,958,128 2,128,312 
26,598 26,349 952 476,467 604 477,071 467,504 

136,347 133,428 7,302 2,432,204 2,995 2,435,199 2,595,816 

100 11,091 18,125 4,388 22,513 18,942 
2,587 11,556 150 413,924 56 413,980 650,934 

9,100 483,512 46,459 529,971 192,078 
9,644 14,342 220 62,525 5 62,530 80,775 

528 2,475 28 132,308 10 132,318 30,463 
508 1,009 29 18,297 11 18,308 29,439 

1,772 11,108 30 27,476 661 28,137 21,791 
98,862 142 2 111,838 1 111,839 113,992 

50 1,789 20 31,626 504 32,130 41,267 
5,123 523 1 44,446 3,942 48,388 66,907 

172 4,966 10 9,823 336 10,159 11,435 
659 2,412 387 39,833 2,147 41,980 82,537 

11 9,341 1 320,215 2,628 322,843 145,257 
1,122 4,161 45 25,518 1,917 27,435 27,315 

11,206 7,746 1,757 233,907 15 233,922 307,568 
312 881 18 26,311 379 26,690 39,349 

49,148 49,148 50,303 
5,312 5,312 18,147 

2 160 8,688 12,811 21,499 (47,295) 

269,005 217z 130 19z 100 4z440z576 133z725 4z574z301 4z477,020 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED JUNE 30, 

Cash flows from operating activities: 2018 2017 

Change in net assets $ 58,989 (27,025) 

Adjustments to reconcile change in net assets 
to net cash provided by (used in) operating activities: 

Depreciation expense 5,312 18,147 
Loss on disposal of property, plant and equipment 59,175 
(Increase) decrease in grants receivable 10,807 181,632 
(Increase) decrease in inventory 11,703 295 
(Increase) decrease in prepaid items 16,246 20,068 
(Increase) decrease in other current assets 10,000 
Increase (decrease) in accounts payable (5,065) (26,462) 
Increase (decrease) in accrued liabilities (68,415) (110,534) 
Increase (decrease) in other current liabilities 38,674 (45,195) 

Total adjustments 9,262 107,126 

Net cash provided (used) by operating activities: 68,251 80,101 

Cash flows from investing activities: 
Purchases of investments 501 (5,829) 
Purchases of fixed assets (net) (7,724) 

Net cash provided (used) by investing activities: (7,223) (5,829) 

Cash flows from financing activities: 
Principal repayments on notes payable 17,448 16,710 

Net cash provided (used) by finanCing activities: 17,448 16,710 

Net increase (decrease) in cash and cash equivalents 78,476 90,982 

Cash and cash equivalents, beginning 149,252 58,270 

Cash and cash equivalents, ending $ 227,728 149,252 
Disclosure of Accounting Polic'l. 
For purposes of the statements of cash flows, STEP considers all checking, money market, 

certificates of deposit, investments, and cash on hand accounts to be considered cash and 
cash equivalents. Cash paid for interest expense was $49,148 and $50,303 for the years ended 
June 30,2018 and 2017, respectively. 

Disclosure of Non-Cash Transactions 2018 2017 
Retirement of Property, plant and equipment $ 267,892 
Accumulated Depreciation (202,3352 
Net Retirements $ 65,557 

See accompanying notes to financial statements. 
9 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

NOTES TO FINANCIAL STA TEMENTS 

JUNE 30, 2018 AND 2017 

1. Summary of Significant Accounting Policies 

(a) Organization 

Solutions That Empower People, Inc. (STEP) is a non-profit corporation organized 
to plan and coordinate programs designed to combat problems of poverty and seek the 
elimination or reduction of conditions of poverty as they affect the inhabitants of the 
communities of the following counties: Franklin, Patrick, Henry, Bedford and Pittsylvania as 
well as the cities of Martinsville and Danville. In addition, the organization provides housing 
assistance and fuel assistance to adults in need throughout the service area. 

STEP's operations are funded primarily by federal and state grants and contracts. 

(b) Income Tax 

STEP is a non-profit corporation exempt from federal income tax under the provisions of 
section 501(c)(3) of the Internal Revenue Code; it had no unrelated business income subject 
to federal income tax under Section 511 of the Internal Revenue Code. Accordingly, no 
provision for federal or state income taxes has been recorded on the accompanying financial 
statements. In addition, the organization qualifies for the charitable contribution deduction 
under Section 170(b)(1)(a) and has been classified as an organization that is not a private 
foundation under Section 509(a)(2). STEP's federal information returns are generally subject 
to examination by the Internal Revenue Service for three years after the date they are filed. 

(c) Basis of Accounting 

The financial statements of STEP have been prepared on the accrual basis of accounting 
in conformity with accounting principles generally accepted in the United States of America. 

STEP classifies for accounting and reporting purposes net assets into three categories 
according to externally-imposed restrictions. A description of the three net asset categories 
follows: 

• Unrestricted net assets have no donor-imposed restrictions. 
• Temporarily restricted net assets have donor-imposed restrictions that can be satisfied 

either by the passage of time or expenditures that meet the donor-specified purpose. 
• Permanently restricted net assets have donor-imposed restrictions which do not expire. 

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

(c) Basis of Accounting (Continued) 

Expenses are reported as decreases in net assets. Gains and losses on investments and other 
assets or liabilities are reported as increases or decreases in unrestricted net assets unless 
their use is restricted by explicit donor stipulation or by law. 

(d) Transfers Between Funds 

Transfers of cash are made between the various grants administered by STEP for payroll and 
administrative expenses. 

(e) Recording of Grant Revenue 

STEP recognizes support from its cost reimbursement grants as costs are incurred. 

(f) Estimates 

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

(g) In-kind Contributions and Expenditures 

Donated services are valued at rates consistent with those regular rates paid for similar work 
within the agency. Donated contractual services are valued at the contractors' normal rates. 
Donated materials are valued at their estimated fair market value at the date of receipt. Donated 
space is valued at the fair value of comparable space in the area. 

Fixed assets are recorded at cost, if purchased, and fair market value at date of receipt, if 
donated. 

(h) Accrued Annual Leave 

STEP's policy states leave is accrued based on years of service and employment status. 
Employees may accumulate a maximum of 240 hours which is allowed to be carried forward. 

(Continued) 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2018 AND 2017 

2. Cash and Cash Equivalents 

Cash consist of the following interest and non-interest bearing accounts: 

Checking-operating 

Total checking-operating 

Checking-payroll 

Total 

June 30, 
2018 2017 

$ 227,728 

227,728 

$ 227.728 

145,318 

145,318 

3,934 

149.252 

STEP maintains cash accounts in accordance with grantor agency requirements. All cash 
accounts are restricted by funding source except for agency funds. 

The Federal Deposit Insurance Corporation (FDIC) insures the accounts of each financial 
institution customer up to $250,000 for interest bearing accounts and provides unlimited 
insurance coverage for non-interest bearing accounts. 

3. Investments 

Investments are stated at fair value, using Levell inputs, and consist of balanced mutual 
funds. Investment income or loss (including gains and losses on investments, interest, 
and dividends) is included in the statement of activities as increases and decreases in 
unrestricted net assets unless the income or loss is restricted by donor or law. 

Investments are being held in lieu of required reserves of $62,644 in connection with two 
loans from the United States Department of Agriculture as described in note 6, long-term 
debt. Dividend income earned on investments was $2,492 as of June 30, 2018. Unrealized 
gains earned on investments was $594 as of June 30, 2018. 

Investments are being held in lieu of required reserves of $63, 145 in connection with two 
loans from the United States Department of Agriculture as described in note 6, long-term 
debt. Dividend income earned on investments was $2,134 as of June 30,2017. Unrealized 
gains earned on investments was $0 as of June 30,2017. 

(Continued) 
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4. Fair Value Measurements 

Financial Accounting Standards Board Accounting Standards Codification 820, Fair Value 
Measurements and Disclosures, provides the framework for measuring fair value. Fair Value is 
defined as the exchange price 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, and establishes a 
framework for measuring fair value. A three-level hierarchy establishes fair value measurements 
based upon the transparency of inputs to the valuation on an asset or liability as of the 
measurement date as follows: 

• Level 1 - inputs to the valuation methodology are quoted market prices (unadjusted) for 
identical assets or liabilities in active markets. 

• Level 2 - inputs to the valuation methodology include quoted market prices for similar assets 
and liabilities in active markets, and inputs that are observable for the asset or liability, 
either directly or indirectly, for substantially the full term of the financial instrument. 

• Level 3 - inputs to the valuation methodology are observable and significant to the fair value 
measurement. 

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level 
of input that is significant to the fair value measurement. 

5. Fixed Assets 

Fixed assets with a cost of $5,000 or more, are depreciated over their useful lives ranging from 
35, 31.5, 15, 10, 5, and 3 years using the straight line method of depreciation. 

Fixed assets were recorded as expenses at the time of purchase to comply with grant accounting. 
However, to establish better accountability and to reflect the cost of these assets on the 
statements of financial position (in accordance with GAAP), the appropriate fixed asset 
accounts are recorded in the support services. Concurrently, the acquisitions (purchases) are 
reclassified to the program services account on the statements of activities and changes in net 
assets. There were no acquisitions for the year ended June 30, 2018 and 2017. Furthermore, to 
reflect the appropriate accumulated depreciation, the depreciation expense is recorded in the 
support services on the statements of activities and changes in net assets. Depreciation 
expense for the year ended June 30,2018 and 2017 was $5,312 and $18,147, respectively. 

Fixed assets are recorded at cost. Property acquired is considered owned by STEP. However, 
the respective funding sources have a reversionary interest in property purchased with grant 
funds or acquired through government appropriations. The disposition and ownership of any 
proceeds from the dispositions of property is subject to grant regulations. 

(Continued) 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2018 AND 2017 

5. Fixed Assets (Continued) 

Fixed assets at costs follows: 

Land 
Buildings and building improvements 
Vehicles 
Equipment 

Total 

Less: Accumulated depreciation 

Fixed assets, net 

6. Notes Payable 

$ 

$ 

2018 2017 

265,286 265,286 
1,628,290 1,628,290 

416,053 416,053 
394,343 386,620 

2,703,972 2,696,249 

(1 147410751 (1139312021 

1,229.,8.9.Z 1,3.Q3.,Q4Z 

STEP, Inc. notes payable are as follows: June 30, 

STEP, Inc. obtained a loan from the United States Department of 
Agriculture for $1,108,000 to build a facility in Patrick County, 
Virginia. The facility houses operations for Patrick County including 
the Head Start program, housing and weatherization programs, 
senior meals program, and other supportive services. The loan is 
payable in monthly installments of approximately $4,942, over forty 
years, with an interest rate of 4.375%. The loan is secured by the 
property. The loan agreement requires monthly deposits of $495 to a 
reserve account until a sum of $59,304 is accumulated for future 
repairs and improvements to the facility. $ 995,451 1,010,835 

STEP, Inc. obtained a second loan from the United States 
Department of Agriculture for $145,000 in connection with the 
facility in Patrick County, Virginia. The loan is payable in monthly 
installments of $614 over forty years, with an interest rate of 4.00%. 
The loan is secured by the property. The loan agreement requires 
monthly deposits of $69 to a reserve account until a sum of $8, 184 is 
accumulated for future repairs and improvements to the facility. 

Total notes payable 

Less current portion 

Long-term portion 

14 

131A66 

1,126,917 

181219 

$ 1,1QR69.8. 

1331530 

1,144,365 

17A48 

1,126,9.1Z 

(Continued) 



6. Notes Pavable (Continued) 

The principal maturities for the next five years follows: 

7. Line of Credit 

2019 
2020 
2021 
2022 
2023 
2024 and thereafter 

Total 

Total 

$ 18,211 
18,885 
19,850 
20,727 
21,643 

1,027,601 

$ 1.126.917 

STEP, Inc. has a $200,000 line of credit with American National Bank and Trust Company that will 
remain in effect until July 11, 2018. The line of credit accrues interest on any outstanding 
balance at a rate of 5.25%. The line of credit is collaterized by a credit line deed of trust on real 
estate at 200 Dent Street, Rocky Mount, Virginia. The outstanding balance for the years ended 
June 30,2018 and June 30,2017 was $0 and $0, respectively. 

8. Employee Benefit Plan 

STEP, Inc. has a defined contribution plan/profit sharing plan covering all employees with at least 
one year of employment with the accumulation of 1,650 hours of services. The employer may 
have discretionary contributions to the plan on behalf of plan participants. The allocation of 
employer contributions will be made in the ration that each partiCipant's compensation for the 
plan year bears to the combined total compensation of all participant's eligible for contribution. 
All contributions to the plan are fully vested upon deposit. Total accrued employer contributions 
for the year ended June 30,2018 and 2017 was $0 and $49,692, respectively. 

(Continued) 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2018 AND 2017 

9. Lease Agreements 

STEP entered into various non-cancellable equipment lease agreements with lease terms of 60 
months. The total lease expense for the year ended June 30,2018 and 2017 was $4,565 and 
$7,045, respectively. 

The lease commitments for the next five years follows: 

10. Contingent Liabilities 

2019 
2020 
2021 
2022 
2023 
Thereafter 

Total 

$ 

$ 

1,565 
782 

2.347 

Grant funds are subject to audit by the funding agencies to determine compliance with various 
grant requirements. Should any expenditure be disallowed, they must be refunded to the granting 
agency. 

11. Temporarily Restricted Net Assets 

The temporarily restricted net assets are available 
for the following purposes or periods: 

Program activities 

12. Donated Facilities, Supplies, Materials and Professional Services 

$ 

For the Years Ended 
June 30, 

2018 2017 

4.877 8.456 

Donated facilities, supplies, materials and qualifying professional services are reflected as 
contributions in the accompanying statements at their estimated fair market values at date of 
receipt. The donated facilities, supplies, materials and qualifying professional services are 
recognized as both in-kind support and expenditure and therefore do not affect net assets. STEP 
pays for most services requiring specific expertise. However, many individuals volunteer their 
time and perform a variety of tasks that assist STEP with specific assistance programs and 
various other program assignments. No amounts have been reflected in the financial statements 
for donated non-professional services. 

(Continued) 
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13. In-kind Contributions and Expenditures 

STEP's share of support and revenue consists of the following: 
For the Year Ended 

June 30, 
2018 2017 

In-kind contributions 
Head Start $ 565,946 560,046 
Senior Services 42,594 38,982 
Youth Services 20,957 6,517 
Financial Services 9,100 19,019 
Agency 49,015 30,066 

Total $ 687.612 654.630 

In-kind expenditures 
Space costs $ 113,466 101,951 
Professional services 251,705 192,078 
Consultant and contracts 278,266 286,316 
Transportation 6,692 38,663 
Supplies and materials 37,483 35,622 

Total $ 687.612 6.5.4,6.3.0 

14. Method of Calculating the Indirect Cost Rates 

STEP computes its indirect costs rate using the direct allocation method. This method is used 
because STEP's direct program activities receive services from its administrative activities in 
approximately the same degree. Under this method, total indirect costs are the excess of total 
allowable administrative expenses over those administrative costs charged directly to 
programs. A single rate is computed by relating the costs associated with its indirect activities 
to the costs associated with its direct activities. Significant cost principles used in computing 
the rate are as follows: 

(a) Common Costs - This category consists of costs that benefit both program activities and 
central and administrative activities. General office supplies, postage and occupancy 
costs are examples of what might be considered common costs. The Common Cost Pool 
is allocated, using a single base, to program activities and to the Central Management and 
General Cost Pool. 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

NOTES TO FINANCIAL STA TEMENTS 

JUNE 30, 2018 AND 2017 

14. Method of Calculating the Indirect Cost Rates (Continued) 

(b) M & G Costs - This category of costs consists of Central Organization Management and 
General (M&G) salaries, fringe benefits related to M&G salaries and non-salary support 
costs necessary for carrying out all programs. These categories of cost are developed 
individually and then are combined to compute a single rate. M&G represents 
organizational functions as distinct from Program Administration which is defined by each 
program and is internal to each program. Accordingly, M&G costs form a part of 
administrative and program/activity expenditures. After equitable shares have been 
identified in the accounting system and allocated to projects and activities, they may be 
reported as administrative costs within the project or may be shared among program 
activities. 

(c) The indirect cost base is composed of direct salaries and wages including vacation, holiday 
and sick leave but excluding fringe benefits for all programs. 

(d) A fringe benefit rate is not used. Fringe benefits applicable salaries and wages are charged 
to the respective programs as direct cost. 

(e) Capital expenditures are excluded from total administrative costs. 

15. Functional Allocation of Expenses 

The costs of providing the various programs and 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. 

16. Concentrations 

STEP receives approximately 68% of its support from the U.S. Department of Health and Human 
Services, primarily related to the Head Start programs, Low Income Home Energy Assistance 
program and Community Services Block Grant fJrogram. STEP is highly dependent on the U.S. 
Department of Health and Human Services to continue its operations. 

17. Subsequent Events 

Management has evaluated subsequent events through October 18, 2018, the date the 
financial statements were available to be issued. 

On September 24,2018, Head Start approved STEP for $475,050 to replace the roof for the 
administrative building, repurpose the parking lot and sidewalk, and purchase a passenger van. 
The transaction occurred after the year end but before the issuance of the report dated October 18, 
2018. 

• 
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UNIFORM GUIDANCE DISCLOSURES - OTHER INFORMA TlON 



SOLUTIONS THAT EMPOWER PEOPLE, INC 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Federal Grantor/Pass-Through 
Grantor/Program or Cluster Title 

DIRECT PROGRAMS 

FOR THE YEAR ENDED JUNE 30, 2018 

U.S. Department of Health and Human Services (DHHS) 
Head Start and Early Head Start Programs 
Head Start and Early Head Start Programs Noncash Assistance 

U.S. Department of Agriculture (USDA) 
Rural Housing and Community Facilities Loan Programs 

Total Direct Programs: 

INDIRECT PROGRAMS 

U.S. Department of Health and Human Services (DHHS) 
Pass-Through Virginia State Department of Housing 
and Community Development 
Low-Income Home Energy Assistance Program 

Total Energy Assistance Programs 

Community Services Block Grant Programs in Cluster 
Pass-Through Virginia State Department of Social 
Services - Community Services Block Grant 
Temporary Assistance for Needy Families 
Community Services Block Grant 

Total Community Services Block Grant Programs in Cluster 

U.S. Department of Health and Human Services (DHHS) in Cluster 
Pass-Through Virginia State Department for Aging 
Southern Area Agency on Aging, Inc. 

Nutrition Services Incentive Program-Congregate Meals 
NSIP-Congregate Meals Noncash Assistance 
Nutrition Services Incentive Program 
Home Delivered Meals 
Home Delivered Meals Noncash Assistance 
Transportation Services - Title I/IB 

Total Aging Assistance Programs in Cluster 

Total U.S. Department of Health and Human Services 

See accompanying notes to the schedule of expenditures of federal awards. 
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Federal 
CFDA 

Number 
Federal 

Expenditures 

93.600 $ 2,055,179 
93.600 565,946 

1~766 ~12t917 

93.568 

93.558 
93.569 

93.053 
93.053 

93.053 
93.053 
93.044 

3,748,042 

286,836 

286,836 

65,025 
152,105 

217,130 

72,309 
28,020 

201,929 
14,575 
73,626 

390,459 

894,425 



Federal Grantor/Pass-Through 
Grantor/Program or Cluster Title 

Federal 
CFDA 

Number 
Federal 

Expenditures 

u.s. Department of Energy (DOE) 
Pass-Through Virginia State Department of 
Housing and Community Development - Weatherization 
Assistance Program for Low-Income Persons 

u.S. Department of Housing and Urban Development (HUD) 
Pass-Through Virginia State Department of 
Housing and Community Development 
Section 8 Housing Assistance Payment Program 
Emergency Solutions Grants Program 

Total Housing and Urban Development Programs 

U.S. Department of Agriculture (USDA) 
Pass-Through Virginia State Department of Education 
National School Lunch Program 

Pass-Through Virginia State Department of Health 
USDA Head Start and Early Head Start Programs 

Total Indirect Programs: 

Total Federal Expenditures 

Notes to Schedule of Expenditures of Federal Awards 

1. Basis of presentation 

81.042 

14.195 
14.231 

10.555 

10.558 

$ 

65,696 

62,482 
192,749 

255,231 

2,368 

112,747 

1,330,467 

5,078,509 

The accompanying schedule of expenditures of federal awards includes the federal grant 
actvity of STEP, under programs of the federal government for the year ended June 30, 2018. 
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 STEP, it is not intended to 
and does not present the financial position, changes in net assets, or cash flows of STEP. 

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 and OMB Circular A-122, Cost Principles for Non-profit Organizations, wherein 
certain types of expenditures are not allowable or are limited as to reimbursement. 

3. Indirect cost rate 
STEP has elected not to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance. 

4. Loan Guarantee Programs 
See note 6 notes payable for balance of Rural Housing and Community Facilities Loan Programs 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MA TTERS BASED ON 

AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors 
Solutions That Empower 

People, Inc. 
Rocky Mount, Virginia 

I 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 
Solutions That Empower People, Inc. (STEP) (a nonprofit organization), which comprise the 
statements of financial position as of June 30, 2018 and 2017, and the related statements of 
activities and changes in net assets, functional expenses and cash flows for the years then ended, 
and the related notes to the financial statements, and have issued my report thereon dated 
October 18, 2018. 

Internal Control Over Financial Reporting 

In planning and performing my audit of the financial statements, I considered STEP's internal 
control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing my opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of STEP's 
internal control. Accordingly, I do not express an opinion on the effectiveness of STEP'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. 

The CPA. Neve r Underestimate The Value.® 



Board of Directors 
Page 2 
October 18, 2018 

My 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 my audit I did not 
identify any deficiencies in internal control that I 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 STEP's financial statements are free 
from material misstatement, I 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 my audit, and accordingly, I do not 
express such an opinion. The results of my 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 my testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
STEP's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering STEP's internal control and 
comPI!:.nce. Accordingly, ;hiS :7fmunication is not suitable for any other purpose. 

uJ~WiJ;tk 
Roanoke, Virginia / 
October 18, 2018 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR 
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

To the Board of Directors 
Solutions that Empower 

People, Inc. 
Rocky Mount, Virginia 

Report on Compliance for Each Major Federal Program 

I have audited Solutions That Empower People, Inc. 's (STEP) compliance with the types of 
compliance requirements described in the OMB Compliance Supplement that could have a direct 
and material effect on each of STEP's major federal programs for the year ended June 3D, 2018. 
STEP'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. 

Auditor's Responsibility 

My responsibility is to express an opinion on compliance for each of STEP's major federal programs 
based on my audit of the types of compliance requirements referred to above. I conducted my 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; 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 I 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 STEP's compliance with those requirements and performing such other 
procedures as I considered necessary in the circumstances. 

I believe that my audit provides a reasonable basis for my opinion on compliance for each major 
federal program. However, my audit does not provide a legal determination of STEP's compliance. 

Opinion on Each Major Federal Program 

In my opinion, STEP 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 June 30,2018. 
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Board of Directors 
Page 2 
October 18, 2018 

Report on Internal Control Over Compliance 

Management of STEP is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing 
my audit of compliance, I considered STEP'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, I do not express an 
opinion on the effectiveness of STEP'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. 

My 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. I did not identify any 
deficiencies in internal control over compliance that I 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 my 
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. 

uJ~WiJJjL 
Roanoke, Virginia 
October 18, 2018 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2018 

SUMMARY OF AUDITOR'S RESUL TS 

1. The auditor's report expresses an unmodified opinion on the financial statements of STEP 
were prepared in accordance with GAAP. 

2. No significant deficiencies or material weaknesses were disclosed during the audit of the 
financial statements are reported in the 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. See pages 21-22. 

3. No instances of noncompliance material to the financial statements of STEP, which would be 
required to be reported in accordance with Government Auditing Standards, were disclosed 
during the audit. 

4. No significant deficiencies or material weaknesses in internal control over major federal award 
programs disclosed during the audit is reported in the Independent Auditor's Report on 
Compliance for Each Major Program and on Internal Control Over Compliance Required by the 
Uniform Guidance. See pages 23-24. 

5. The auditor's report on compliance for the major federal award programs for STEP expresses 
an unmodified opinion on all major federal programs. 

6. Audit findings that are required to be reported in accordance with 2 CFR section 200.516(a) are 
reported in this Schedule. 

7. The programs tested as major programs included: 

CFDA Number(s) Name of Program or Cluster 

93.600 Head Start 

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

9. STEP was determined to be a low-risk auditee. 

FINDINGS-FINANCIAL STATEMENTS AUDIT 
None noted 

FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAL AWARD PROGRAMS AUDIT 
None noted 
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SOLUTIONS THA T EMPOWER PEOPLE, INC. 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

FOR THE YEAR ENDED JUNE 30, 2018 

There are no open prior year audit findings 
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