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Independent Auditors’ Report 
 
To the Board of Directors 
Solutions that Empower People (STEP, Inc.) 
Rocky Mount, VA 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the accompanying financial statements of Solutions that Empower People (STEP, Inc.) (a nonprofit 
organization), which comprise the statement of financial position as of June 30, 2022, and the related statements of 
activities, functional expenses, and cash flows for the year then ended, and the related notes to the financial statements. 
 
In our opinion, the financial statements present fairly, in all material respects, the financial position of Solutions that 
Empower People (STEP, Inc.) as of June 30, 2022, 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. 
 
Basis for Opinion 
 
We conducted our 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. Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of 
Solutions that Empower People (STEP, Inc.) and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
Restatement of Beginning Balances  
 
As described in Note 11 to the financial statements, in 2022, Solutions that Empower People (STEP, Inc.) restated 
beginning balances for a correction of error.  Our opinion is not modified with respect to this matter.  
 
Change in Accounting Principle 
 
As described in Note 13 to the financial statements, in 2022, Solutions that Empower People, Inc. (STEP) adopted new 
accounting guidance, FASB ASU 2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed 
Nonfinancial Assets. Our opinion is not modified with respect to this matter.  
 
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 internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about Solutions that Empower People (STEP, Inc.)’s ability to 
continue as a going concern within one year after the date that the financial statements are available to be issued. 
 

ROBINSON, FARMER, COX ASSOCIATES, PLLC 
Certified Public Accountants 
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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 generally accepted auditing standards 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 is a substantial 
likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on 
the financial statements. 
 
In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, 
we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• Identify 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. 
 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
Solutions that Empower People (STEP, Inc.)’s internal control. Accordingly, no such opinion is expressed. 
 

• 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 Solutions that Empower People (STEP, Inc.)’s ability to continue as a going concern for 
a reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during 
the audit. 
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The accompanying 
schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 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 our opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, 
in relation to the financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated April 18, 2023 on our 
consideration of Solutions that Empower People (STEP, Inc.)’s internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of Solutions that Empower 
People (STEP, Inc.)’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 Solutions that Empower People (STEP, 
Inc.)’s internal control over financial reporting and compliance.  
 

 
Blacksburg, Virginia 
April 18, 2023 
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Financial Statements 

  



2022
Assets:
Current assets:

Cash and cash equivalents $ 493,651                    
Grants receivable 449,484
Accounts receivable 73,317
Investments 127,961                    

Total current assets $ 1,144,413                 

Other assets:
Cash Restricted for Debt Reserve $ 23,316                      

Noncurrent assets:
Land $ 265,286                    
Buildings and building improvements 2,370,475                 
Vehicles 630,519                    
Furniture and equipment 396,935                    
Accumulated depreciation (1,865,553)                

     Total noncurrent assets $ 1,797,662                 
       Total assets $ 2,965,391                 

Liabilities:
Current liabilities:

Accounts payable $ 44,445
Interest payable 2,033
Accrued payroll 68,714
Accrued liabilities 31,894
Compensated absences, current portion 101,095
Notes payable, current portion 27,812

     Total current liabilities $ 275,993                    

Noncurrent liabilities:
Compensated absences, noncurrent portion $ 33,698
Notes payable, noncurrent portion 883,374

     Total noncurrent liabilities $ 917,072                    

       Total liabilities $ 1,193,065                 

Net assets:
   Without donor restrictions $ 1,749,010                 
   With donor restrictions:

Debt Reserves 23,316                      
     Total net assets $ 1,772,326                 

       Total liabilities and net assets $ 2,965,391                 

The accompanying notes to financial statements are an integral part of this statement.

Solutions that Empower People, Inc. (STEP)

Statement of Financial Position
As of June 30, 2022
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 Without Donor With Donor Total
Restrictions Restrictions 2022

Revenues and other support:
Grants 4,704,140$           -$                     4,704,140$           

Contributions 46,841                 -                       46,841                 
Program service fees 1,244                   -                       1,244                   

   PRealized and unrealized gain/
(loss) on investments (7,651)                  -                       (7,651)                  

   RDividend income 28                        -                       28                        
In-kind contributions 711,277               -                       711,277               
Miscellaneous income 3,704                   -                       3,704                   
Proceeds from sale of fixed assets 10,806                 -                       10,806                 

     Total revenues and other support 5,470,389$           -$                     5,470,389$           

Expenses:
  Program services:

Head Start 2,909,964$           -$                     2,909,964$           
Youth Services 398,912               -                       398,912               
Housing 523,305               -                       523,305               
Senior Services 402,274               -                       402,274               
Homeless Prevention 320,291               -                       320,291               
CSBG 345,123               -                       345,123               
Financial Services 11,174                 -                       11,174                 

Supporting services:
Management and general 154,223               -                       154,223               

     Total expenses 5,065,266$           -$                     5,065,266$           

Changes in net assets 405,123$              -$                     405,123$              

Net assets, beginning - as restated 1,343,887 23,316 1,367,203            

Net assets, ending 1,749,010$           23,316$               1,772,326$           

 
The accompanying notes to financial statements are an integral part of this statement.

Solutions that Empower People, Inc. (STEP)

Statement of Activities
For the Year Ended June 30, 2022
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2022
Cash flows from operating activities:
   Change in net assets $ 405,123                  
   Adjustments to reconcile change in net assets to net cash
     provided by (used for) operating activities:
     Depreciation expense 158,990
     (Increase) decrease in assets:
         Grants receivable (148,278)                 
         Accounts receivable (45,275)                   
         Prepaid expenses 33,319                    
     Increase (decrease) in liabilities:
         Accounts payable (1,064)                    
         Accrued liabilities 8,422                      
         Accrued payroll 13,216                    
         Compensated absences (5,937)                    

            Net cash provided by (used for) operating activities $ 418,516                  

Cash flows from investing activities:
Sale of investments $ 7,607                      

            Net cash provided by (used for) investing activities $ 7,607                      

Cash flows from capital and related financing activities:
   Repayment of notes payable $ (158,624)                 
   Interest paid on notes payable (188)                       
   Purchase of property and equipment (302,806)                 

            Net cash provided by (used for) capital and related financing activities $ (461,618)                 

Net change in cash and cash equivalents $ (35,495)                   

Cash, cash equivalents, and restricted cash, beginning of year 552,462                  

Cash, cash equivalents, and restricted cash, end of year $ 516,967                  

The accompanying notes to financial statements are an integral part of this statement.

Statement of Cash Flows
For the Year Ended June 30, 2022

Solutions that Empower People, Inc. (STEP)
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Solutions that Empower People, Inc. 
 

Notes to the Financial Statements 
As of June 30, 2022 

          
 

 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
 
A.  Nature of Activities: 

Solutions that Empower People, Inc. (the Organization) is a nonstock non-profit corporation organized as a 
Community Action Agency serving the Virginia localities of Franklin, Patrick, Bedford, Pittsylvania, and Henry 
counties along with Martinsville and Danville city. The organization was organized to plan and coordinate 
programs designed to combat problems of poverty and seek the elimination or reduction of conditions of 
poverty as they affected the inhabitants of the communities served.  Principal sources of revenue are federal 
and state grants primarily designed to aid low-income individuals or other disadvantaged groups.  
 
The Board of Directors is composed of representatives of local governments, the disadvantaged, and community 
interest groups. The Board elects officers from its members and employs a full-time Executive Director to 
manage Organization affairs.  

 
B.  Basis of Accounting: 

The Organization maintains its assets and liabilities, and records its income and expenses, by use of the accrual 
basis of accounting.  Under the accrual basis, revenues are recognized in the accounting period in which they 
are earned, while expenses are recognized in the accounting period in which the related liability is incurred. 

 
C.  Financial Statement Presentation: 

The Organization is required to report information regarding its financial position and activities according to 
two classes of net assets based on the existence or absence of donor-imposed restrictions: 
 
 Net assets without donor restrictions – Net assets not subject to donor-imposed stipulations.   

 
Net assets with donor restrictions – Net assets subject to donor-imposed stipulations that they be 
maintained permanently by the Organization as well as net assets whose use is limited by donor-imposed 
time and/or purpose restrictions.  At June 30, 2022, the Organization had net assets with donor restrictions 
of $23,216 restricted for debt reserves. 

 
Support that is restricted by the donor is reported as an increase in net assets without donor restrictions if 
the restriction expires in the reporting period in which the support is recognized. All other donor-restricted 
support is reported as an increase in net assets with donor restrictions. When a restriction expires, net 
assets with donor restrictions are reclassified to net assets without donor restrictions. 

 
D.  Income Taxes: 

The Organization is exempt from Federal income taxes under Section 501(c)(3) of the Internal Revenue Code.  A 
form 990, as required by the Internal Revenue Service, has been filed. 

 
E.  Cash and Cash Equivalents: 

For purposes of the statement of cash flows, the Organization considers all highly liquid investments available 
for current use with an initial maturity of three months from the date of acquisition or less to be cash 
equivalents.   
 

F.  Accounts Receivable: 
Accounts receivable are stated at book value less the allowance for doubtful accounts, if any.  The Organization 
provides for losses on accounts receivable using the allowance method when applicable. As of June 30, 2022, no 
allowance was considered necessary.  

 
G.  Prepaid Expenses: 

Certain payments to vendors represent costs applicable to future accounting periods and are recorded as 
prepaid expenses. The cost of prepaid expenses is recorded as expenses when consumed rather than when 
purchased.  
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

H.  Inventories: 
Inventories consist of supplies, materials, and equipment and are carried at the lower of cost or net realizable 
value. Inventories are tracked utilizing the first-in, first-out method. All inventory items are less than $5,000 
individually. Items over $5,000 are fixed assets and are depreciated accordingly. 
 

I.  Property and Equipment: 
Property and equipment acquired by the Organization are considered to be owned by Solutions that Empower 
People, Inc. However, funding sources may have a reversionary interest in the property as well as the 
determination of use of any proceeds from the sale of these assets.  
 
All acquisitions of property and equipment in excess of $5,000 with a useful life of greater than one year are 
capitalized.  Property and equipment are carried at cost or, if donated, at the approximate fair value at the 
date of acquisition.  Depreciation is computed using the straight-line method over the estimated useful life of 
the asset:  

                              

Buildings and Improvements 30-50 Years
Vehicles 5 Years
Equipment 5-10 Years  

 
J.  Donated Goods and Services:  

The Organization receives a significant amount of donated services from unpaid volunteers who assist in senior 
services and meal delivery.  No amounts have been recognized in the statement of activities because the 
criteria for recognition have not been satisfied. 

 
Donated goods and services that meet recognition criteria are detailed below: 
 

Type Amount Donor Restriction Fair Value Techniques
Head Start teachers  $   382,557 None Regular rates paid for similar work within 

the agency
Space 204,400     None Fair value of comparable space in the area
IT contractual services 124,320     None Conractors' standard hourly rates

Total 711,277$     
 
K.  Use of Estimates: 

The preparation of financial statements in accordance with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts and disclosures.  Actual 
results may differ from these estimates and assumptions. 
 

L.   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. See Note 7 for additional information.  
 

M.  Compensated Absences: 
Upon separation of employment the Organization’s employees are entitled to the amount of unused vacation 
time that has accrued. At June 30, 2022, this amount totaled $134,793. 

 
N.  Concentration of Revenue: 

During the year, the Organization received 66% of its support from various federal funding agencies and 20% 
through state and local grants. 
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

O.   Fair Value Measurements 
  Fair value is the 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.  In determining fair value, the Organization 
uses various methods including market, income, and cost approaches.  Based on these approaches, the 
Organization often utilizes certain assumptions that market participants would use in pricing the asset or 
liability, including assumptions about risk and or the risks inherent in the inputs to the valuation technique.  
These inputs can be readily observable, market corroborated, or generally unobservable inputs.  The 
Organization utilizes valuation techniques that maximize the use of observable inputs and minimize the use of 
unobservable inputs.  Based on the observability of the inputs used in the valuation techniques, the 
Organization is required to provide the following information according to the fair value hierarchy.  The fair 
value hierarchy ranks the quality and reliability of the information used to determine fair values.  Financial 
assets and liabilities carried at fair value are classified and disclosed in one of the following three categories.  

 
Level 1 – Valuations for assets and liabilities traded in active exchange markets, such as the New York Stock 
Exchange.  Level 1 also includes U.S. Treasury and federal agency securities and federal agency mortgage-
backed securities, which are traded by dealers or brokers in active markets.  Inputs to valuations are obtained 
from readily available pricing sources for market transactions involving identical assets or liabilities. 
 
Level 2 – Valuations for assets and liabilities traded in less active dealer or broker markets.  Inputs to valuations 
are obtained from third party pricing services for identical or similar assets or liabilities and include observable 
inputs other than quoted prices in Level 1, such as quoted prices for similar assets or liabilities. 
 
Level 3 – Inputs to valuations for assets and liabilities that are derived from other unobservable inputs that are 
supported by little or no market activity and are significant to the fair value, including option pricing models, 
discounted cash flow models and similar techniques, and not based on market exchange, dealer, or broker 
traded transactions.  
 
For the year ended June 30, 2022, the application of valuation techniques applied to similar assets and 
liabilities has been consistent.  The following is a description of the valuation methodologies used for 
instruments measured at fair value: 
 

Cash and cash equivalents: The carrying amounts reported in the statement of financial position 
approximate fair values because of the short maturities of those instruments. 
 
Investments: Investments include money market funds, mutual funds, and stocks. The fair values of 
investments are based on quoted market prices for those or similar investments. 
 

As of June 30, 2022, all investments are considered Level 1 investments. 
 
NOTE 2 – DEPOSITS: 
 
The Federal Deposit Insurance Corporation insures all bank accounts maintained by the Organization thereby limiting 
potential credit risk to balances in excess of $250,000.  The deposit balance does periodically exceed the FDIC $250,000 
insurance cap, but to date the Organization has not experienced any losses on such accounts.  As of June 30, 2022, the 
Organization had $289,703 in excess of the FDIC insured amounts. 
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 3 – PROPERTY AND EQUIPMENT:  
 
As of June 30, 2022, property and equipment consisted of: 

 
Category Amount

Land 265,286$           
Buildings and improvements 2,370,475          
Vehicles 630,519             
Furniture and equipment 396,935             
Less: accumulated depreciation (1,865,553)         
Net property and equipment 1,797,662$        

 
Depreciation expense for the year ended June 30, 2022 totaled $158,990. 
 
NOTE 4 – INVESTMENTS 
 
As of June 30, 2022, the investments are recorded at fair value and considered Level 1 investment. Investments consist 
of the following at June 30: 

Investment Type Fair Value
Money Market Funds 3,586$         
Mutual Funds 68,769         
Stocks 55,606         

Total 127,961$     

 
The Organization does not have a formally adopted investment policy. 
 
NOTE 5 – LONG-TERM OBLIGATIONS: 
 
Changes in Long-term Obligations: 
 
The following is a summary of changes in long-term obligations of the Organization for the fiscal year ended June 30, 
2022: 
 

Balance Increases/ Decreases/ Balance Due Within
Beginning of Year Issuances Retirements End of Year One Year

Notes Payable 1,069,810$         -$                   (158,624)$          911,186$            27,812$             
Compensated absences 140,730             99,611               (105,548)            134,793             101,095             
Total 1,210,540$         99,611$             (264,172)$          1,045,979$         128,907$            
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 5 – LONG-TERM OBLIGATIONS: (CONTINUED) 
 
Annual requirements to amortize long-term obligations and related interest are as follows: 
 

Year Ending
June 30, Principal Interest

2023 27,812$        38,938$        
2024 28,782          37,812          
2025 30,244          36,428          
2026 31,586          35,086          
2027 32,987          33,685          

2028-2032 188,059        145,301        
2033-2037 233,780        99,580          
2038-2042 290,498        42,862          
2043-2047 30,747          6,542            
2048-2052 16,691          839               

Totals 911,186$       477,073$       

 
Details of Long-term Obligations: 
 

Final Amount of Amount
Interest Issue Maturity Original Balance Due Within
Rates Date Date Issue at June 30 One Year

Notes Payable:
RD-01 4.375% 3/11/2009 2049 1,108,000$     788,853$    25,283$   
RD-04 4.000% 1/13/2010 2050 145,000          122,333      2,529       
Total Notes Payable 911,186$    27,812$   

Other Obligations:
Compensated Absences n/a n/a n/a n/a 134,793$    101,095$  

Total Long-term Obligations 1,045,979$ 128,907$  

 
In addition to the monthly payments of principal and interest, the Organization’s debt agreement requires that cash 
funds be deposited in a separate account in amounts equaling 10% of debt service payments, until the amount 
accumulated equals 12 months of debt service payments.  The funds are ultimately to be used for debt retirement.  The 
funds are termed “cash restricted for debt reserve” in the Statement of Financial Position. 
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 6 – OPERATING LEASE AGREEMENTS: 
 
The Organization has operating leases for office space as follows: 
 

Expiration Monthly Annual 
Lessor Date Rent Cost

Danville Redevelopment and Housing Authority 1/31/2024 1,000$      12,000$      

 
Annual requirements for minimum lease payments are as follows: 
 

Year Ended
June 30, Annual Rent

2023 12,000$           
2024 7,000               
Total 19,000$           

 
Rent expense for the year was $5,000. 
 
NOTE 7 – FUNCTIONAL ALLOCATION OF EXPENSES: 
 
Joint costs are those cost incurred for the common benefit of all Organization programs. Based on the type of joint cost, 
various methods are used to allocate such costs to benefited programs. Following are cost allocation methods utilized: 
  

1. Personnel 
General administration and accounting personnel (Executive Director, Deputy Director, Finance Director and 
Fiscal Staff) record time spent working on specific programs and general Organization matters. Hours identified 
to a specific program are charged to that program. Hours spent on general Organization matters are charged to 
an indirect cost pool account with over-runs (salaried, payroll expenses, benefits, etc.) being paid by the 
Community Services Block Grant. The percentage used to fund the indirect cost pool is determined by the 
Department of Health and Human resources on an annual basis.  
 

2. Building 
Occupancy costs (repairs and maintenance and supplies) are allocated based on square footage of space 
occupied by a program to the total square footage of the building. Administrative and common area space 
allocations are based on space occupied by a single program as a ratio of the occupied space of all programs. 
Utilities, including telephone and internet, are allocated to the Building Pool regardless of location of services.  
 

3. Copy Cost 
Copier costs are allocated to the program based on location of the copier, with the exception of multi-purpose 
or administrative copiers, which are allocated to the Indirect Cost Pool.  
 

4. Insurance 
Insurance cost is allocated to a benefited program based on premiums for each coverage (equipment, space, 
people, etc.). 

 
5. Telephone 

Telephone cost allocation is based on the number of phones in each program to the total number of phones is 
the system.  
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 8 – LIQUIDITY AND AVAILABILITY OF FINACIAL ASSETS: 
 
The Organization monitors its liquidity so that it is able to meet its operating needs and other contractual commitments 
while attempting to maximize the investment of its excess operating cash. The Organization has the following financial 
assets that could readily be made available within one year of the statement of financial position to fund expenses 
without limitations: 

2022
Cash and cash equivalents $ 493,651                   
Grants receivable 449,484                   
Accounts receivable 73,317                    
Investments 127,961                   

Financial assets available to meet cash needs for general 
expenditures within one year $ 1,144,413                

 
The Organization does not have a formal policy related to investing excess cash and maintaining balances but strives to 
keep funds in highly liquid accounts that are readily convertible to cash should a need arise. 
 
NOTE 9 – CONTINGENT LIABILITIES: 
 
Federal programs in which the Organization participates were audited in accordance with the provisions of Title 2 U.S. 
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards. Pursuant to the provisions of this circular all major programs and certain other programs were 
tested for compliance with applicable grant requirements. While no matters of noncompliance were disclosed by audit, 
the Federal Government may subject grant programs to additional compliance tests, which may result in disallowed 
expenditures. In the opinion of management, any future disallowances of current grant program expenditures, would be 
immaterial. 
 
NOTE 11 – RESTATEMENT OF BEGINNING BALANCES: 
 
Beginning net position and fund balance for Net Assets were restated for a correction of error as noted below: 
 

Without donor 
restrictions

With donor 
restrictions

Beginning Balance, as previously stated 922,153$     445,050$     
Remove restriction for amounts that 

met restricted purpose prior to June 30, 2021 445,050             (445,050)            
Restrict debt reserve required balances (23,316)              23,316               

Beginning Balance, as restated 1,343,887$         23,316$             

Net Assets

 
 
NOTE 12 – DATE OF MANAGEMENT’S REVIEW: 
 
In preparing these financial statements, management of the Organization has evaluated events and transactions for the 
potential recognition of disclosure through April 18, 2023, the date the financial statements were available to be issued. 
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Solutions that Empower People, Inc. 
 
Notes to the Financial Statements 
As of June 30, 2022 (continued) 

 

              

NOTE 13 – ADOPTION OF ACCOUNTING PRINCIPLE: 
 
In September 202, the FASB issued ASU 2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed 
Nonfinancial Assets. The standard requires nonprofits to expand their financial statement presentation and disclosure of 
contributed nonfinancial assets, including in-kind contributions. The standard includes disclosure of information on 
entity’s policies on contributed nonfinancial assets about monetization and utilization during the reporting period, 
information on donor-imposed restrictions, and valuation techniques. The standard did not have a material impact on 
the financial statements.  
 
NOTE 14 – UPCOMING PRONOUNCEMENTS: 
 
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). ASU No. 2016-02 requires that lessees recognize 
all leases (other than leases with a term of twelve months or fewer) on the balance sheet as lease liabilities, based upon 
the present value of the lease payments, with corresponding right of use assets. ASU No. 2016-02 also makes targeted 
changes to other aspects of current guidance, including identifying a lease and lease classification criteria as well as the 
lessor accounting model, including guidance on separating components of a contract and consideration in the contract. 
The amendments in ASU No. 2016-02 will be effective for the Organization on July 1, 2022 and will require modified 
retrospective application as of the beginning of the earliest period presented in the financial statements. Early 
application is permitted. 
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Compliance Section 

  



 

 

 
 
 

 
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 

 
To the Board of Directors 
Solutions that Empower People (STEP, Inc.) 
Rocky Mount, VA 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, the financial statements of Solutions that Empower People (STEP, Inc.) (a nonprofit 
organization), which comprise the statement of financial position as of June 30, 2022, 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 April 18, 2023. 
 
Report on Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered Solutions that Empower People (STEP, 
Inc.)’s internal control over financial reporting (internal control) as a basis for designing 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 Solutions that Empower People (STEP, Inc.)’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of Solutions that Empower People (STEP, Inc.)’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 the 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 and therefore, material weaknesses or significant deficiencies may exist that were not identified. We 
identified certain deficiencies in internal control, described in the accompanying schedule of findings and questioned 
costs as items 2022-001 and 2022-002, that we consider to be material weaknesses. 
 
Report on Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Solutions that Empower People (STEP, Inc.)’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the financial statements. However, providing an opinion on compliance with those provisions was not an objective of 
our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards.  
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Solutions that Empower People (STEP, Inc.)’s Response to Findings 
 
Government Auditing Standards requires the auditor to perform limited procedures on Solutions that Empower People 
(STEP, Inc.)’s response to the findings identified in our audit and described in the accompanying schedule of findings 
and questioned costs. Solutions that Empower People (STEP, Inc.)’s response was not subjected to the other auditing 
procedures applied in the audit of the financial statements, and, accordingly, we express no opinion on the response.  
 
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. 
 

 
Blacksburg, Virginia 
April 18, 2023 
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Independent Auditors’ 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 (STEP, Inc.) 
Rocky Mount, VA 
 
Report on Compliance for Each Major Federal Program 
 
Opinion on Each Major Federal Program 
 
We have audited Solutions that Empower People (STEP, Inc.)’s compliance with the types of compliance 
requirements identified as subject to audit in the 0MB Compliance Supplement that could have a direct and 
material effect on each of Solutions that Empower People (STEP, Inc.)’s major federal programs for the year ended 
June 30, 2022. Solutions that Empower People (STEP, Inc.)’s major federal programs are identified in the 
summary of auditors’ results section of the accompanying schedule of findings and questioned costs. 

 
In our opinion, Solutions that Empower People (STEP, Inc.) 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, 2022. 
 
Basis for Opinion on Each Major Federal Program 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are 
further described in the Auditors’ Responsibilities for the Audit of Compliance section of our report. 
 
We are required to be independent of Solutions that Empower People (STEP, Inc.) and to meet our other ethical 
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each 
major federal program. Our audit does not provide a legal determination of Solutions that Empower People (STEP, 
Inc.)’s compliance with the compliance requirements referred to above. 
 
Responsibilities of Management for Compliance 
 
Management is responsible for compliance with the requirements referred to above and for the design, 
implementation, and maintenance of effective internal control over compliance with the requirements of laws, 
statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Solutions that Empower 
People (STEP, Inc.)’s federal programs. 
 
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 Solutions that 
Empower People (STEP, Inc.)’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 
generally accepted auditing standards, Government Auditing Standards, and the Uniform Guidance will always 
detect material noncompliance when it exists. The risk of not detecting material noncompliance resulting from 
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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 Solutions that Empower People, 
Inc. (STEP)'s compliance with the requirements of each major federal program as a whole. 
 
In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards, and 
the Uniform Guidance, we: 
 
• Exercise professional judgment and maintain professional skepticism throughout the audit. 

 
• 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 
Solutions that Empower People (STEP, Inc.)’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 Solutions that Empower People (STEP, Inc.)’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 opinion on the effectiveness of Solutions that Empower People (STEP, Inc.)’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 on a timely basis. A material 
weakness in internal control over compliance is a deficiency, or a 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 Auditors’ 
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies in internal control over 
compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. However, material weaknesses or 
significant deficiencies in internal control over compliance may exist that were not identified. 
 
Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, no such opinion is expressed. 
 
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. 
 

 
Blacksburg, Virginia 
April 18, 2023 
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Federal
Assistance Pass-Through Entity

Listing Identifying Federal
Number Number Expenditures

Department of Health and Human Services:
Direct Payments:

Head Start Cluster:
Head Start 93.600 03CH011369/03CH0113692 2,198,572$           

Pass-Through Payments:
Department of Social Services:

Community Services Block Grant 93.569 CVS-20-063-23 226,508               
Temporary Assistance for Needy Families (TANF) 93.558 CVS-20-063-23 117,852               

Department of Housing and Community Development:
Low Income Home Energy Assistance 93.568 21-LI-22 222,714               

Virginia State Department of Aging and Southern Area Agency on Aging, Inc.
Aging Cluster:

Special Programs for the Agining, Title III, Part B, Grants for Supportive Services and Senior Centers 93.044 262.000 39,929$          
Special Programs for the Agining, Title III, Part C, Nutrition services 93.045 262.000 183,674          
Nutirition Services Incentive Program 93.053 262.000 63,555            

Total Aging Cluster 287,158               

Total Department of Health and Human Services 3,052,804$           

Department of Energy
Pass-Through Payments:

Department of Housing and Community Development:
Weatherization Assistance for Low-Income Persons 81.042 21-WX-22 99,392$               

Department of Agriculture:
Pass-Through Payments:

Department of Education
National School Lunch Program (NSLP) 10.555 not applicable 5,350$                 
Child and Adult Care Food Program 10.558 not applicable 118,576               

Total Department of Agriculture 123,926$              

Department of Treasury:
Direct Payments:

Volunteer Invocme Tax Assistance (VITA) Matching Grant Program 21.009 22VITAA0211 3,165$                 

Department of Housing and Urban Development:
Pass-Through Payments:

Department of Housing and Community Development:
Section 8 Project-Based Cluster:

Section 8 Housing Assitance Payments Program 14.195 54-0801556 90,978$               
Emergency Solutions Grant Program 14.231 20-CHERP-088 234,302               

Total Department of Housing and Urban Development 325,280$              

Total Expenditures of Federal Awards 3,604,567$           

Notes to Schedule of Expenditures of Federal Awards

Note 1 - Basis of Presentation

(1)

(2) Pass-through entity identifying numbers are presented where available.

(3) The Organization did not elect the 10% de minimus indirect cost rate.

(4) Subrecipients:
The Organization did not have any subrecipients for the year ended June 30, 2022.

(5)  Relationship to the Financial Statements:
Federal expenditures, revenues, and capital contributions are reported in the Agency's basic financial statements as follows:
Grant reimbursement contract 4,704,140$           

Less: state and local grants (1,099,573)           
Total per basic financial statements 3,604,567$           

Program or Cluster Title

The accompanying schedule of expenditures of federal awards includes the federal award activity of Solutions that Empower People (STEP, Inc.) under programs of the federal government for the year
ended June 30, 2022. The information in the 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 Solutions that Empower People, Inc., it is
not intended to and does not present the financial position, changes in net assets, or cash flows of the Solutions that Empower People (STEP, Inc.).

Note 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 allowable or are limited as to reimbursement.

Solutions that Empower People, Inc. (STEP)

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2022

Federal Grantor/Pass-Through Grantor/
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Section I - Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? Yes
Significant deficiency(ies) identified? None reported

Noncompliance material to financial statements noted? No

Federal Awards

Internal control over major programs:
Material weakness(es) identified? No
Significant deficiency(ies) identified? 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 Section 200.516(a)? No

Identification of major programs:

AL# Name of Federal Program or Cluster
93.600 Head Start

Dollar threshold used to distinguish between Type A 
and Type B programs: $750,000

Auditee qualified as low-risk auditee? No

Section II - Financial Statement Findings

2022-001

Criteria:

Condition:

Effect:

Cause:

Recommendation:

Management's Response:

Solutions that Empower People, Inc. (STEP)

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2022

The Organization will review the auditors' proposed audit adjustments for the fiscal year and will develop a plan of
action to ensure that all adjusting entries are made prior to final audit fieldwork next year.

An auditee should have sufficient controls in place to produce financial statements in accordance with applicable
standards. 

The financial statements as presented for audit, did not contain all necessary adjustments to comply with
generally accepted accounting principles (GAAP). As such, there were proposed adjustments that were material to
the financial statements.  

There is a reasonable possibility that a material misstatement of the financial statements will not be prevented or
detected and corrected by the Organization's internal controls over financial reporting.

The Organization does not have proper controls in place to detect and correct adjustments in closing their year
end financial statements.

The Organization should review the auditors' proposed audit adjustments for the fiscal year and develop a plan to
ensure the trial balances and related schedules are accurately presented for audit.
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Section II - Financial Statement Findings (continued)

2022-002

Criteria:

Condition:

Effect:

Cause:

Recommendation:

Management's Response:

Section III - Federal Award Findings and Questioned Costs

There are no federal award findings and questioned costs to report.

Management acknowledges that there is currently an issue with the segregation of duties and is working to address
the concerns noted.

Solutions that Empower People, Inc. (STEP)

Schedule of Findings and Questioned Costs (continued)
For the Year Ended June 30, 2022

A key concept of internal controls is the segregation of duties. No one employee should have access to both
accounting records and the related assets.

The Organization lacks a proper segregation of duties over all accounting functions.

There is a reasonable possibility that a material misstatement of the financial statements will not be prevented or
detected and corrected by the Organization's internal controls over financial reporting.

Due to recent turnover within the Accounting Department, only one person was on staff for the majority of the
year. The Accounting Department typically is staffed with three personnel and able to more adequately segregate
duties.

Management should continue searching for additional personnel to staff the Accounting Department and consider
using a Consultant in the interim to assist with the accounting functions.
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There were no findings reported for the year ended June 30, 2021.

Solutions that Empower People, Inc. (STEP)

Summary Schedule of Prior Audit Findings
For the Year Ended June 30, 2022
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