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Report of Independent Auditor 
 
 
To the Board of Directors  
First Steps, Inc.  
Nashville, Tennessee 
 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of First Steps, Inc. (a nonprofit organization), which 
comprise the statements of financial position as of June 30, 2021 and 2020, and the related statements of 
activities, 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 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits 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 we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of 
the 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, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of First Steps, Inc. as of June 30, 2021 and 2020, and the changes in its net assets and its cash flows 
for the years then ended in accordance with accounting principles generally accepted in the United States of 
America. 
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OTHER MATTERS 
 
Other Information 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.  The 
accompanying schedule of expenditures of federal awards and state financial assistance 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 audits 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 
information is fairly stated, in all material respects, in relation to the financial statements as a whole.  
 
The Roster of Board of Directors and Executive Staff on page 1, which is the responsibility of management, is of 
a nonaccounting nature and has not been subjected to the audit procedures applied in the audit of the financial 
statements. Accordingly, we do not express an opinion or provide assurance over it.  
 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated October 26, 2021, on 
our consideration of First Steps, 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 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 First Steps, Inc.’s internal control over financial reporting 
and compliance. 
 

 
Nashville, Tennessee 
October 26, 2021 
 



FIRST STEPS, INC. 
STATEMENTS OF FINANCIAL POSITION 
 
JUNE 30, 2021 AND 2020 
 

 

The accompanying notes to the financial statements are an integral part of these statements. 4 

2021 2020
ASSETS

Current Assets:
Cash and cash equivalents 679,759$            632,553$            
Accounts and grants receivable, net 241,101              267,246              
Prepaid expenses 15,593                13,984                

Total Current Assets 936,453              913,783              

Land, Buildings, and Equipment:
Land 200,000              200,000              
Buildings and improvements 2,364,477           2,357,477           
Furniture and equipment 22,558                20,625                

2,587,035           2,578,102           
Less accumulated depreciation (682,506)             (616,680)             

Land, Buildings, and Equipment, net 1,904,529           1,961,422           

Beneficial interest in assets at Community 
Foundation of Middle Tennessee 29,831                24,207                

Investments, net of donor restricted endowment funds 469,459              378,338              
Investments, donor restricted endowment funds 745,255              600,990              

Total Assets 4,085,527$         3,878,740$         

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts payable 37,914$              19,137$              
Accrued salaries and benefits 73,147                132,382              
Deferred revenue 5,702                  10,299                
Note payable, current portion 49,847                47,436                
Deferred grant revenue -                          370,235              

Total Current Liabilities 166,610              579,489              

Note payable, net of current portion 287,512              337,168              

Total Liabilities 454,122              916,657              

Net Assets:
Without donor restrictions:

Undesignated 2,855,242           2,323,194           
Board designated 29,831                24,207                

Total net assets without donor restrictions 2,885,073           2,347,401           
With donor restrictions 746,332              614,682              

Total Net Assets 3,631,405           2,962,083           

Total Liabilities and Net Assets 4,085,527$         3,878,740$         
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Without Donor With Donor

Restrictions Restrictions Total

Public Support and Revenue:

Department of Intellectual & Developmental

Disabilities contracts and grants 1,026,133$     -$                    1,026,133$     

Program service fees 847,055          -                      847,055          

Other government grants 370,235          -                      370,235          

Therapy service fees 335,672          -                      335,672          

Contributions 265,171          1,077              266,248          

Investment returns 91,120            144,266          235,386          

Other 163,486          -                      163,486          

United Way 140,520          -                      140,520          

Special events (including $5,000 in-kind) 56,367            -                      56,367            

Change in beneficial interest in 
assets held by others 5,624              -                      5,624              

Net assets released from restrictions 13,693            (13,693)           -                      

Total Public Support and Revenue 3,315,076       131,650          3,446,726       

Expenses:

Program services 2,469,722       -                      2,469,722       

Supporting services 200,997          -                      200,997          

Fundraising 106,685          -                      106,685          

Total Expenses 2,777,404       -                      2,777,404       

Change in net assets 537,672          131,650          669,322          

Net assets, beginning of year 2,347,401       614,682          2,962,083       

Net assets, end of year 2,885,073$     746,332$        3,631,405$     
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Without Donor With Donor

Restrictions Restrictions Total

Public Support and Revenue:

Department of Education contracts and grants 1,008,855$     -$                    1,008,855$     

Program service fees 826,974          -                      826,974          

Therapy service fees 271,427          -                      271,427          

Contributions 328,773          13,692            342,465          

United Way 127,177          -                      127,177          

Special events (including $1,580 in-kind) 35,218            -                      35,218            

Other 22,471            -                      22,471            

Investment returns 509                 708                 1,217              

Change in beneficial interest in 
assets held by others 647                 -                      647                 

Net assets released from restrictions -                      -                      -                      

Total Public Support and Revenue 2,622,051       14,400            2,636,451       

Expenses:

Program services 2,336,992       -                      2,336,992       

Supporting services 160,496          -                      160,496          

Fundraising 98,968            -                      98,968            

Total Expenses 2,596,456       -                      2,596,456       

Change in net assets 25,595            14,400            39,995            

Net assets, beginning of year 2,321,806       600,282          2,922,088       

Net assets, end of year 2,347,401$     614,682$        2,962,083$     
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Program Supporting

Services Services Fundraising Total

Salaries 1,578,735$   121,201$      67,662$        1,767,598$   
Employee benefits 218,253        17,650          13,003          248,906        

Total Salaries and Employee Benefits 1,796,988     138,851        80,665          2,016,504     

Professional services 260,056        3,046            -                    263,102        
Supplies 72,154          4,826            -                    76,980          
Occupancy 65,344          6,603            -                    71,947          
Maintenance 56,968          9,046            -                    66,014          
Communications 31,729          19,765          -                    51,494          
Utilities 38,784          3,372            -                    42,156          
Miscellaneous 31,776          2,380            -                    34,156          
Special events expenses (rental, postage)
   (including $5,000 in-kind) -                    -                    26,020          26,020          
Insurance 24,170          1,802            -                    25,972          
Interest 16,641          1,447            -                    18,088          
Conferences 10,974          561               -                    11,535          
Dues 2,610            3,722            -                    6,332            
Licenses 959               310               -                    1,269            
Travel 9                   -                    -                    9                   

Total Expenses Before Depreciation 2,409,162     195,731        106,685        2,711,578     

Depreciation 60,560          5,266            -                    65,826          

Total Expenses 2,469,722$   200,997$      106,685$      2,777,404$   
 

 



FIRST STEPS, INC. 
STATEMENT OF FUNCTIONAL EXPENSES 
 
YEAR ENDED JUNE 30, 2020 
 

 

The accompanying notes to the financial statements are an integral part of these statements. 8 

Program Supporting

Services Services Fundraising Total

Salaries 1,507,465$   105,369$      77,969$        1,690,803$   
Employee benefits 214,127        14,099          9,269            237,495        

Total Salaries and Employee Benefits 1,721,592     119,468        87,238          1,928,298     

Professional services 214,771        2,623            -                    217,394        
Occupancy 58,862          5,344            -                    64,206          
Supplies 57,839          3,217            -                    61,056          
Maintenance 47,033          7,886            -                    54,919          
Utilities 38,246          3,333            -                    41,579          
Communications 27,604          4,248            -                    31,852          
Miscellaneous 28,810          -                    -                    28,810          
Travel 23,543          1,749            -                    25,292          
Insurance 19,977          1,533            -                    21,510          
Interest 18,828          1,637            -                    20,465          
Conferences 19,418          729               -                    20,147          
Special events expenses (rental, postage)
   (including $1,580 in-kind) -                    -                    11,730          11,730          
Dues 1,695            3,398            -                    5,093            
Licenses 810               290               -                    1,100            

Total Expenses Before Depreciation 2,279,028     155,455        98,968          2,533,451     

Depreciation 57,964          5,041            -                    63,005          

Total Expenses 2,336,992$   160,496$      98,968$        2,596,456$   
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2021 2020

Cash flows from operating activities:

Change in net assets 669,322$            39,995$              

Adjustments to reconcile change in net assets

to net cash flows from operating activities:

Depreciation 65,826                63,005                

Loss on disposal of property and equipment -                          6,883                  

Realized and unrealized (gains) losses on investments, net (234,127)             12,976                

Beneficial interest in assets held at

Community Foundation of Middle Tennessee (5,624)                 (647)                    

Changes in operating assets and liabilities:

Accounts and grants receivable 26,145                (15,407)               

Prepaid expenses (1,609)                 3,259                  

Accounts payable 18,777                (21,916)               

Accrued salaries and benefits (59,235)               16,279                

Deferred revenue (4,597)                 (13,647)               

Deferred grant revenue (370,235)             370,235              

Net cash flows from operating activities 104,643              461,015              

Cash flows from investing activities:

Proceeds from sale of investments 124,136              271,932              

Purchase of investments (125,395)             (286,053)             

Purchase of property and equipment (8,933)                 (114,609)             

Net cash flows from investing activities (10,192)               (128,730)             

Cash flows from financing activities:

Payments on note payable (47,245)               (44,866)               

Net cash flows from financing activities (47,245)               (44,866)               

Net increase in cash and cash equivalents 47,206                287,419              

Cash and cash equivalents, beginning of year 632,553              345,134              

Cash and cash equivalents, end of year 679,759$            632,553$            

Supplemental cash flow information:

Cash paid during the year for interest 18,088$              20,465$              
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Note 1—Nature of operations and summary of significant accounting policies 
 
Nature of Operations – First Steps, Inc. (the “Organization”) is a nonprofit corporation located in Nashville, 
Tennessee, that provides education and care for children with special needs and medical conditions alongside 
their typically developing peers in an inclusive environment and supports their families. 
 
Financial Statement Presentation – The accompanying financial statements have been prepared on the accrual 
basis of accounting in accordance with accounting principles generally accepted in the United States of America 
(“U.S. GAAP”). Net assets and revenues, gains and losses are classified based on the existence or absence of 
donor-imposed restrictions. Accordingly, net assets of the Organization and changes therein are classified and 
reported as follows: 
 

Net Assets Without Donor Restrictions – Net assets that are not subject to donor-imposed restrictions and 
may be expended for any purpose in performing the primary objectives of the Organization. These net 
assets may be used at the discretion of the Organization’s management and the board of directors.  Net 
assets without donor restrictions may be designated for specific purposes by action of the board of directors.   
 
Net Assets With Donor Restrictions – Net assets subject to stipulations imposed by donors and grantors. 
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the Organization 
or by the passage of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated 
the funds be maintained in perpetuity. Net assets with donor restrictions represent amounts available for 
specified projects. Net assets required to be held in perpetuity represent restricted gifts held in investment 
accounts.  Generally, donors of these assets may permit the Organization to use all or part of the income 
earned for general or specific purposes.   
 

Cash and Cash Equivalents – The Organization considers all highly liquid investments purchased with an 
original maturity of three months or less to be cash equivalents. 
 
Receivables – Accounts, grants, and contributions receivable are reviewed periodically as to their collectability. 
Management provides for losses on receivables using the allowance method. Based on collection experience 
and management’s review, an allowance for doubtful accounts of $-0- and $2,473 is recorded at June 30, 2021 
and 2020, respectively.  
 
Land, Buildings, and Equipment – Land, buildings, and equipment are recorded at cost or, if donated, at 
estimated fair value as of the date of donation. The Organization generally capitalizes an asset if its life is 
estimated to be one year or greater and the cost is $1,000 or greater. Depreciation is provided using the 
straight-line basis over the estimated useful lives of the respective assets, which range from 5-39 years.  
Expenditures for repairs and maintenance are charged to expense as incurred. 
 
Investments – In accordance with U.S. GAAP, investments in marketable securities and all investments in debt 
securities are reported at their fair values in the statements of financial position. Investment earnings are 
included in the statements of activities. 
 
Fair Value Measurements – Financial accounting standards relating to fair value measurements establish a 
framework for measuring fair value. That framework provides a fair value hierarchy that prioritizes the inputs to 
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to 
unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are described below: 
 

Level 1 – Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or 
liabilities in active markets. 
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Note 1—Nature of operations and summary of significant accounting policies (continued) 
 

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

 
Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 

 
An asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level 
of any input that is significant to the fair value measurement. Valuation techniques should maximize the use of 
observable inputs and minimize the use of unobservable inputs. 
 
Following is a description of the valuation methodology used for assets measured at fair value on a recurring 
basis: 
 

Investments – Where quoted prices are available in an active market, securities are classified within  
Level 1 of the valuation hierarchy. Level 1 securities include highly liquid government securities and certain 
other products, such as mutual funds. If quoted market prices are not available, then fair values are 
estimated by using pricing models, quoted prices of securities with similar characteristics, or discounted 
cash flows and are classified within Level 2 of the valuation hierarchy. In certain cases where there is limited 
activity, or less transparency around inputs to the valuation, securities are classified within Level 3 of the 
valuation hierarchy. 

 
No changes in the valuation methodology have been made during the period from July 1, 2019 through June 30, 
2021. 
 
The method described above may produce a fair value calculation that may not be indicative of net realizable 
value or reflective of future fair values. Furthermore, while the Organization believes its valuation methods are 
appropriate and consistent with that of other market participants, the use of different methodologies or 
assumptions to determine the fair value of certain financial instruments could result in different fair value 
measurements at the reporting date (see Note 3). 
 
Income Tax Status – The Organization is a tax-exempt organization under Section 501(c)(3) of the Internal 
Revenue Code (“IRC”), and the Organization is classified as an organization that is not a private foundation as 
defined in Section 509(a) of the IRC. Therefore, no provision for federal income taxes is included in the 
accompanying financial statements. 
 
The Organization follows Financial Accounting Standards Board (“FASB”) Accounting Standards Codification 
(“ASC”) guidance concerning the accounting for income taxes recognized in an entity’s financial statements.  
This guidance prescribes a minimum probability threshold that a tax position must meet before a financial 
statement benefit is recognized.  The minimum threshold is defined as a tax position that is more likely than not 
to be sustained upon examination by the applicable taxing authority, including resolution of any related appeals 
or litigation processes, based on the technical merits of the position. The tax benefit to be recognized is 
measured as the largest amount of benefit that is greater than 50% likely of being realized upon ultimate 
settlement. The Organization does not believe there are any uncertain tax positions at June 30, 2021 and 2020.  
Additionally, the Organization has not recognized any tax related interest and penalties in the accompanying 
financial statements.   
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Note 1—Nature of operations and summary of significant accounting policies (continued) 
 
Contributions – Contributions are recognized when the donor makes a promise to give to the Organization that 
is, in substance, unconditional.  Contributions that are restricted by the donor are reported as increases in net 
assets without donor restrictions if the restrictions expire in the fiscal year in which the contributions are 
recognized. All other donor restrictions are reported as increases in net assets with donor restrictions based on 
the nature of the restrictions. When a restriction expires, net assets with donor restrictions are reclassified to net 
assets without donor restrictions.   
 
In-Kind Contributions – The Organization records various types of in-kind support. Contributions of tangible 
assets are recognized at fair value when received. The amounts reflected in the accompanying financial 
statements as in-kind contributions are typically offset by like amounts included in expenses. 
 
Contributed professional services are recognized if the services received (a) create or enhance long-lived 
assets or (b) require specialized skills, are provided by individuals possessing those skills, and would typically 
need to be purchased if not provided by donation. The Organization receives contributed time from volunteers 
which does not meet this recognition criteria. Accordingly, the value of this contributed time has not been 
determined and is not reflected in the accompanying financial statements. 
 
Endowment Funds – The Uniform Prudent Management of Institutional Funds Act (“UPMIFA”) was enacted in 
Tennessee effective July 1, 2007. FASB ASC provides guidance on the net asset classification of donor-
restricted endowment funds for a not-for-profit organization that is subject to an enacted version of UPMIFA.  It 
also requires disclosure of a description of the governing board’s interpretation of the law that underlies the 
Organization’s net asset classification of donor-restricted endowment funds, a description of the Organization’s 
policies for the appropriation of endowment assets for expenditures (its endowment spending policies), a 
description of the Organization’s endowment investment policies, and additional disclosures not previously 
required.  (see Note 9). 
 
Functional Allocation of Expenses – The costs of providing program services and supporting services have been 
summarized on a functional basis in the statements of activities and functional expenses. Accordingly, certain 
costs have been allocated among the programs and supporting services benefited based upon estimates by 
management.  While most costs have been directly assigned to a functional category, certain personnel costs 
have been allocated to program and management and general based on time and effort estimates made by 
management. 
 
Advertising – Advertising costs are expensed as incurred.  
 
Use of Estimates – The preparation of financial statements in conformity with U.S. GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates.  
 
Adoption of New Accounting Pronouncements – In May 2014, FASB issued Accounting Standards Update 
(“ASU”) 2014-09, Revenue from Contracts with Customers. ASU 2014-09 clarifies the principles for recognizing 
revenue and develops a common revenue standard under U.S. GAAP under which an entity should recognize 
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the 
consideration to which the entity expects to be entitled in exchange for those goods or services.  ASU 2014-09 
is effective for the Organization for the year ending June 30, 2021. Management evaluated the impact of this 
standard on the financial statements of the Organization and determined the accounting standard did not require 
a change to the Organization’s practice of recognizing revenues.   
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Note 1—Nature of operations and summary of significant accounting policies (continued) 
 
Revenue Recognition – The Organization’s revenue recognition policies are as follows: 
 

Program Service Fees – Childcare fees are recorded as revenue in the period that the related services 
are rendered.  
 
Therapy Service Fees – Therapy fees are recorded as revenue in the period that the related services 
are rendered.  
 

Contract Balances – Net accounts receivable were $59,230 and $53,717 as of June 30, 2021 and 2020, 
respectively. Deferred revenue was $5,702 and $10,299 as of June 30, 2021 and 2020, respectively. 
 
Accounts receivable consist of amounts due from program services and therapy services rendered, and are 
presented net of an allowance for doubtful accounts. Management evaluates the collectability of accounts 
receivable based primarily on the length of time the receivables are past due, historical experience, and an 
individual customer’s ability to meet their financial obligations. When it has been determined, it is probable that 
an account is uncollectible, the Organization recognizes an allowance for doubtful accounts. However, actual 
accounts receivable write-offs might differ from management’s estimate. The allowance for doubtful accounts 
included in accounts receivable, net totaled $(1,089) and $2,473, respectively, at June 30, 2021 and 2020. 
 
Performance Obligations and Revenue Recognition – A performance obligation is a promise in a contract to 
transfer a distinct good or service to the customer and is the unit of account under ASC 606. The transaction 
price is allocated to each distinct performance obligation and recognized as revenue when, or as, the 
performance obligation is satisfied. The Organization’s revenue within the scope of ASC 606 consists of 
program service and therapy fees. The contract obligations related to these services are satisfied when the 
services are rendered. 
 
Practical Expedients and Exemptions – There are several practical expedients and exemptions allowed under 
ASC 606 that impact timing of revenue recognition and disclosures. The one practical expedient the 
Organization applied in the application of ASC 606 allows the Organization to elect to treat similar contracts as 
part of a portfolio of contracts. The contracts have the same provision terms and management has the 
expectation that the result will not be materially different from the consideration of each individual contract. 
 
Revenues from non-exchange transactions (contributions and government grants) may be subject to conditions, 
in the form of both a barrier to entitlement and a refund of amounts paid (or a release from obligation to make 
future payments). Revenues from conditional non-exchange transactions are recognized when the barrier is 
satisfied. 
 
Forthcoming Accounting Pronouncements – In February 2016, FASB issued ASU 2016-02, Leases. This 
guidance introduces a lessee model that brings substantially all leases on the statements of financial position. 
This guidance is effective for the year ending June 30, 2023. The Organization is evaluating the impact this 
guidance may have on its financial statements. See Note 12 for disclosure regarding the Organization’s current 
operating leases.  
 
Subsequent Events – The Organization evaluated subsequent events through October 26, 2021, when these 
financial statements were available to be issued.  
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Note 2—Liquidity and availability of resources  
 
The Organization regularly monitors liquidity required to meet its operating needs and other contractual 
commitments. For purposes of analyzing resources available to meet general expenditures over a 12-month 
period, the Organization considers all expenditures related to its ongoing activities of providing education and 
care for children with special needs and medical conditions alongside their typically developing peers as well as 
the conduct of services undertaken to support those activities to be general expenditures. As a part of the 
Organization’s liquidity management, it has a policy to structure its financial assets to be available as its general 
expenditures, liabilities, and other obligations become due.  
 
Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use, 
within one year of the statements of financial position date, comprise the following at June 30: 
 

2021 2020

Financial assets at year-end:

Cash and cash equivalents 679,759$        632,553$        

Accounts receivable 241,101          267,246          

Investments, net of donor restricted endowment funds 469,459          378,338          

Investments, donor restricted endowment funds 745,255          600,990          

Less amounts not available to be used within one year:
Net assets subject to restrictions (746,332)         (614,682)         

Financial assets available to meet cash needs for general 
expenditures within one year: 1,389,242$     1,264,445$     

 
The Organization’s endowment funds consist of donor-restricted funds.  Generally, donors of these assets may 
permit the Organization to use all or part of the income earned for general or specific purposes.  The corpus of 
the donor-restricted endowment funds must be maintained in perpetuity and is not available for general 
expenditure (see Note 9).  
 
Note 3—Investments 
 
The following table sets forth the Organization’s major categories of assets measured at fair value on a recurring 
basis, by level within the fair value hierarchy, as of June 30, 2021: 
 

Fair Value Level 1 Inputs Level 2 Inputs Level 3 Inputs

Investments in securities:

Money market funds 15,048$          15,048$          -$                    -$                    

Fixed income investments -
domestic 416,590          41,484            375,106          -                      

Equity Investments:

Small/Mid Cap U.S. Equity fund 116,192          116,192          -                      -                      

Large Cap U.S. Equity fund 419,412          266,163          153,249          -                      

International Equity fund 247,472          -                      247,472          -                      

Total Investment in Securities 1,214,714$     438,887$        775,827$        -$                    
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Note 3—Investments (continued) 
 
The following table sets forth the Organization’s major categories of assets measured at fair value on a recurring 
basis, by level within the fair value hierarchy, as of June 30, 2020: 
 

Fair Value Level 1 Inputs Level 2 Inputs Level 3 Inputs

Investments in Securities:

Money market funds 11,658$        11,658$        -$                 -$                 

Fixed income investments -
domestic 386,380        -                   386,380        -                   

Equity Investments:

Small/Mid Cap U.S. Equity fund 79,043          79,043          -                   -                   

Large Cap U.S. Equity fund 313,918        198,648        115,270        -                   

International Equity fund 188,329        -                   188,329        -                   

Total Investment in Securities 979,328$      289,349$      689,979$      -$                 

 
The following schedule summarizes investment returns for the years ended June 30: 
 

2021 2020

Interest and dividends, net of investment fees 1,259$          14,193$        

Net realized and unrealized gains (losses) 234,127        (12,976)         

Investment returns 235,386$      1,217$          

 
Note 4—Beneficial interest in assets at Community Foundation of Middle Tennessee 
 
The Community Foundation of Middle Tennessee (the “Foundation”) maintains investments on behalf of the 
Organization. The Foundation has ultimate authority and control over the investments. However, the 
Organization is the beneficiary of these funds and receives distributions of income, subject to the Foundation’s 
spending policy. The investments result from unrestricted amounts transferred by the Organization to the 
Foundation in prior years.  These investments are reflected as board designated net assets in the statements of 
financial position.   
 
Note 5—Line of credit 
 
At June 30, 2021, the Organization had available a $175,000 revolving line of credit with a bank. Payments of 
interest only at a variable rate based on the lender’s index base commercial rate plus 1.5% (4.25% at June 30, 
2021) are due monthly. The line of credit matures on November 30, 2022.  No borrowings were outstanding at 
June 30, 2021 and 2020.   
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Note 6—Note payable 
 
On July 13, 2010, the Organization acquired a building to serve as its principal facility for programs and 
administration at a cost of $2,225,000. The purchase was financed through the issuance of a $1,050,000 
promissory note payable to a financial institution. During 2012, the Organization executed a change in terms 
agreement effective May 16, 2012, which extended the maturity date to May 13, 2027, and reduced the interest 
rate to 4.90%. Amounts outstanding under this note payable were $337,359 and $384,604 at June 30, 2021 and 
2020, respectively. The note is collateralized by land and building. 
 
Interest expense for the years ended June 30, 2021 and 2020 was $18,088 and $20,465, respectively. 
 
Following is a summary of future principal maturities under the note payable: 
 
Years Ending June 30,

2022 49,847$          
2023 52,381            
2024 55,016            
2025 57,839            
2026 60,779            
Thereafter 61,497            

Total principal maturities 337,359          
Less current portion (49,847)           

Long-Term Portion 287,512$        

 
Note 7—Deferred grant revenue 
 
The Organization received a Paycheck Protection Program (“PPP”) loan in the amount of $370,235. The PPP 
loan is granted by the Small Business Administration (“SBA”) under the Coronavirus Aid, Relief, and Economic 
Security Act (“CARES Act”). PPP loans are considered conditional contributions under ASC 958-605, Not-for-
Profit Entities – Revenue Recognition. The loan must be repaid if the Organization does not overcome certain 
barriers within the CARES Act. The barriers under the program include the requirement to maintain employee 
headcount, spend up to 60% of the loan proceeds on certain payroll and employee benefits, and restricts other 
loan proceeds to be used for other qualifying expenses such as mortgage interest, rent, and utilities. In  
May 2021, the PPP loan of $370,235, plus accrued interest, was fully forgiven by the SBA and was recognized 
in other government grants within the statement of activities for the year ended June 30, 2021. 
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Note 8—Net assets with donor restrictions 
 
Net assets with donor restrictions are available for the following purposes or periods at June 30: 
 

2021 2020

Subject to expenditure for specified purpose:

Programs in the coming year 1,077$            13,692$          

Investment earnings on endowment 245,255          100,990          
Subject to endowment spending policy and appropriation:

General endowment 500,000          500,000          

746,332$        614,682$        

 
Note 9—Endowment 
 
The Organization’s endowment consists of a gift from Massey Foundation of $500,000 which was received in 
1991. The donor stipulated that only the income from this endowment gift should be available directly or 
indirectly for operations of the Organization. The initial gift and earnings thereon are maintained in the 
Organization’s brokerage account.   
 
The Organization has interpreted UPMIFA as requiring the preservation of the fair value of the original gift as of 
the date of the donor-restricted endowment funds unless there are explicit donor stipulations to the contrary.  At 
June 30, 2021 and 2020, there were no such stipulations.  As a result of this interpretation, the Organization 
retains in perpetuity (a) the original value of initial and subsequent gift amounts (including promises to give, net 
of discount and allowance for doubtful accounts donated to the endowment and (b) any accumulations to the 
endowment made in accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added.  Donor-restricted amounts not retained in perpetuity are subject to appropriation for 
expenditure by the Organization in a manner consistent with the standard of prudence prescribed by UPMIFA. 
The Organization considers the following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds:   
 

 The duration and preservation of the fund, 
 The purposes of the Organization and the donor-restricted endowment fund, 
 General economic conditions, 
 The possible effect of inflation and deflation, 
 The expected total return from income and the appreciation of investments, 
 Other resources of the Organization, and 
 The investment policies of the Organization. 
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Note 9—Endowment (continued) 
 
Endowment net assets composition by type of fund as of June 30, 2021: 
 

Without Donor With Donor

Restrictions Restrictions Total

Board designated endowment fund 29,831$          -$                    29,831$          

Donor restricted endowment funds -                      745,255          745,255          

Total Endowment 29,831$          745,255$        775,086$        

Changes in endowment net assets for the fiscal year ended June 30, 2021: 
 

Without Donor With Donor

Restrictions Restrictions Total

Endowment net assets, beginning of year 24,207$          600,990$        625,197$        

Investment return, net 5,624              144,265          149,889          

Endowment net assets, end of year 29,831$          745,255$        775,086$        

 
Endowment net assets composition by type of fund as of June 30, 2020: 
 

Without Donor With Donor

Restrictions Restrictions Total

Board designated endowment fund 24,207$          -$                    24,207$          

Donor restricted endowment funds -                      600,990          600,990          

Total Endowment 24,207$          600,990$        625,197$        

 
 
Changes in endowment net assets for the fiscal year ended June 30, 2020: 
 

Without Donor With Donor

Restrictions Restrictions Total

Endowment net assets, 

beginning of year 23,560$          600,282$        623,842$        

Investment return, net 647                 708                 1,355              

Endowment net assets, end of year 24,207$          600,990$        625,197$        

 
From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall 
below the level that the donor or UPMIFA requires the Organization to retain as a fund of perpetual duration.   
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Note 9—Endowment (continued) 
 
The Organization has adopted investment and spending policies for endowment assets that attempt to provide a 
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing 
power of the endowment assets. Under this policy, as approved by the Board of Directors, the endowment 
assets are to be invested in cash and cash equivalents, fixed income, equities, and publicly traded real estate.  
In order to ensure proper levels of diversification of investments, equity is capped at 70% of total investments 
and fixed income investments are capped at 50% of total investments. To satisfy its long-term rate-of-return 
objectives, the Organization relies on a total return strategy in which investment returns are achieved through 
both capital appreciation (realized and unrealized) and current yield (interest and dividends).   
 
The Organization has a policy of distributing annually 0%-5% of a three-year moving average from the 
endowment fund. This distribution is made with the understanding that the spending rate plus inflation will not 
normally exceed the total return from the investment.  Any spending will be approved by the Finance Committee 
and the Board of Directors. Specific agreements with donors for income taken relative to their specific 
endowment gifts are exempted. 
 

Note 10—Retirement plan 
 
The Organization maintains a 401(k) profit sharing plan (the “Plan”) covering all personnel who are at least 21 
years old and performed services for the Organization for at least three months. The Organization makes 
matching contributions equal to 100% of the salary reduction contributions made by employees up to 2% of 
employees’ compensation.  Plan expenses for the years ended June 30, 2021 and 2020, were $17,570 and 
$16,461, respectively. 
 

Note 11—Concentrations 
 
The Organization has historically received a significant amount of its support through grants from the Tennessee 
Department of Education (“ED”). During fiscal 2021, the administration of such grants was moved to the 
Tennessee Department of Intellectual and Developmental Disabilities (“DIDD”). In 2021 and 2020, the ED and 
DIDD funding accounted for approximately 30% and 38%, respectively of the Organization’s total public support 
and revenues. A significant reduction in the level of this support, if this were to occur, could have an adverse 
effect on the Organization’s programs and services. The Organization had grants receivable due under these 
grant arrangements of $168,272 and $172,248 at June 30, 2021 and 2020, respectively.   
 
Financial instruments that potentially subject the Organization to credit risk consist principally of cash and cash 
equivalents, and investments.  At times during 2021 and 2020, the Organization had cash deposits in excess of 
federally insured limits. 
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Note 12—Operating lease commitments 
 
During fiscal years 2021 and 2020, the Organization maintained lease agreements accounted for as operating 
leases.  Rent expense for the years ended June 30, 2021 and 2020, was $12,448 and $12,799, respectively. 
Future minimum lease payments required under operating leases that have initial or remaining noncancelable 
lease terms in excess of one year as of June 30, 2021 are as follows:  
 
Years Ending June 30,
2022 8,648$            
2023 1,048              
2024 349                 

10,045$          

 
Note 13—Uncertainty 
 
In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) as a 
global pandemic which continues to spread throughout the world and has adversely impacted global commercial 
activity and contributed to significant declines and volatility in the financial markets. The coronavirus outbreak 
and government responses are creating disruption to global supply chains and adversely impacting many 
industries. The outbreak has caused a material, adverse impact on the economic and market conditions. The 
rapid development and fluidity of this situation precludes any prediction as to the ultimate material, adverse 
impact of the coronavirus outbreak. Nevertheless, the outbreak presents uncertainty and risk with respect to the 
Organization, its performance, and its financial results. 
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Receivable
Grant Assistance Contract  June 30,

Description Number Number Expenditures 2021

Federal Awards:
U.S. Department of Intellectual & Developmental Disabilities
Passed through State of Tennessee, Department of 
Intellectual & Developmental Disabilities

Special Education - Grants for Infants & Families 84.181 48116 281,471$         46,220$           

U.S. Department of Treasury
Passed through State of Tennessee, Department of 
Finance and Administration 21.019 n/a 25,050             -                      

COVID-19 Coronavirus Relief Fund

U.S. Department of Health and Human Services
Passed through State of Tennessee, Department of 
Health and Human Services 93.575 n/a 12,325             -                      

COVID-19 Child Care and Development Fund

U.S. Department of Health and Human Services
Passed through State of Tennessee, Department of 
Health and Human Services 84.425R n/a 7,000               -                      

COVID-19 Coronavirus Response and Relief
 Supplemental Appropriations Act

Total Federal Awards 325,846           46,220             

State Financial Assistance:
State of Tennessee, Department of Intellectual 
& Developmental Disabilities

TN Early Intervention System n/a 48116 749,710           116,759           

Total State of Tennessee Department of Education 749,710           116,759           

State of Tennessee, Department of Human Services
Families First Certificate Program n/a n/a 163,486           12,576             

Total State of Tennessee Department of Human Services 163,486           12,576             

Total State Financial Assistance 913,196           129,335           

Total Federal Awards and State Financial Assistance 1,239,042$      175,555$         
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Note 1—Basis of presentation 
 
The accompanying schedule of expenditures of federal awards and state financial assistance (the “Schedule”) 
summarizes the expenditures of First Steps, Inc. under programs of the federal and state governments for the 
year ended June 30, 2021. The Schedule is presented using the accrual basis of accounting. The information in 
this Schedule is presented in accordance with the requirements of the state of Tennessee Audit Manual for 
Auditing, Accounting, and Reporting for Local Government Units and Other Organizations. 
 
Note 2—Summary of significant accounting policies 
 
First Steps, Inc. has elected to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance. 
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Report of Independent Auditor 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 
First Steps, Inc. 
Nashville, Tennessee 
 
 
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 of America, the financial statements of First Steps, Inc. (a nonprofit 
organization), which comprise the statement of financial position as of June 30, 2021, and the related 
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to 
the financial statements, and have issued our report thereon dated October 26, 2021.   
 
Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered First Steps, Inc.’s internal 
control over financial reporting (“internal control”) as a basis for designing the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of First Steps, Inc.’s internal control. Accordingly, 
we do not express an opinion on the effectiveness of First Steps, 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 internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether First Steps, Inc.’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
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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 First Steps, Inc.’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. 
 

 
Nashville, Tennessee 
October 26, 2021 
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There were no prior findings reported. 
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