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Report of Independent Auditors 

First Steps Kent Commission 
First Steps Kent 
Grand Rapids, Michigan 

We have audited the accompanying statement of financial position of First Steps Kent (First Steps) 
as of September 30, 2010, and the related statements of activities, functional expenses, and cash 
flows for the year then ended.  These financial statements are the responsibility of First Steps’ 
management.  Our responsibility is to express an opinion on these financial statements based on our 
audit.   

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.  An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation.  
We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of First Steps Kent as of September 30, 2010, and the changes in its net assets and 
cash flows for the year then ended, in conformity with accounting principles generally accepted in 
the United States of America. 

Grand Rapids, Michigan 
February 3, 2011
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Assets
Cash and cash equivalents 661,383$       
Contributions and grants receivable (Note 2) 2,524,946      
Heart of West Michigan United Way (United Way) 

allocation receivable 218,181         
Furniture and equipment, less accumulated depreciation of $7,691 91,539           
Total assets 3,496,049$    

Liabilities and net assets
Liabilities:

Accounts payable and accrued expenses 203,244$       
Payable to United Way (Note 7) 150,672         

Total liabilities 353,916         

Net assets:
Unrestricted:

Undesignated 1,941             
Temporarily restricted (Note 5) 3,140,192      

Total net assets 3,142,133      

Total liabilities and net assets 3,496,049$    

First Steps Kent

Statement of Financial Position

September 30, 2010

See accompanying notes.     2



Unrestricted
Temporarily 

Restricted Total
Revenues, gains, and other support
Contribution received in donation from United Way (Note 7) 462,750$     462,750$      
Contributions and Grants 1,220,303   2,922,011   4,142,314     
United Way allocation 296,227      218,181      514,408        
Total revenues, gains, and other support 1,979,280   3,140,192   5,119,472     

Expenses
Program services:

CHAP - Children's Healthcare Access Program 568,137      568,137        
Welcome Home Baby 311,574      311,574        
Great Start Collaborative and Parent Liaisons 310,115      310,115        
Early Learning 248,685      248,685        
Family Support Services 192,961      192,961        

Total program services 1,631,472   -                   1,631,472     

Supporting services:
Administration 214,984      214,984        
Fundraising 130,883      130,883        

Total supporting services 345,867      -                   345,867        

Total program and supporting services 1,977,339   -                   1,977,339     

Increase in net assets 1,941          3,140,192   3,142,133     

Net assets - beginning of year -                  -                   -                   

Net assets - end of year 1,941$         3,140,192$  3,142,133$   

Statement of Activities

Year ended September 30, 2010

First Steps Kent

See accompanying notes.        3



Salaries 261,963$  131,305$  127,303$  10,257$    9,332$      70,449$    42,890$    653,499$     
Employee health and

retirement benefits 57,575      13,946      15,196      1,593        193          10,944      6,662        106,109       
Payroll taxes and 

unemployment insurance 19,795      10,323      9,704        898          686          6,166        3,754        51,326         
Total salaries and 

related expenses 339,333    155,574    152,203    12,748      10,211      87,559      53,306      810,934       

Grants - pass through 179,586    179,586       
Professional fees 1,281        5,461        9,731        1,844        144          12,667      7,711        38,839         
Support services 2,600        12,184      2,888        1,944        454          13,350      8,129        41,549         
Program evaluation 85,677      52,026      3,986        19,963      271          23,815      14,498      200,236       
Program partners 64,627      1,220        46,358      193,129    96            8,443        5,140        319,013       
Office supplies 2,685        8,318        3,794        313          25            2,152        1,310        18,597         
Telephone 3,957        3,932        1,027        238          51            1,635        995          11,835         
Postage and shipping 2,453        653          1,122        14            1              98            60            4,401           
Minor equipment 441          6,340        1,224        953          1,398        6,543        3,984        20,883         
Occupancy 949          4,632        3,656        2,050        161          14,080      8,572        34,100         
Patient expenses 37,816      1,343        39,159         
Medical supplies 109          22,048      22,157         
Printing, publications and 

promotion 10,210      20,009      45,802      9,332        27            2,350        1,431        89,161         
Conferences, workshops and 

meetings 11,839      5,324        34,477      389          85            2,675        1,628        56,417         
Miscellaneous 3,899        11,991      3,719        5,204        407          35,741      21,820      82,781         
Total expenses before
     depreciation 567,876    311,055    309,987    248,121    192,917    211,108    128,584    1,969,648    

Depreciation 261          519          128          564          44            3,876        2,299        7,691           
Total expenses 568,137$  311,574$ 310,115$ 248,685$ 192,961$ 214,984$ 130,883$ 1,977,339$ 

and Parent

CHAP
Children's
Healthcare

Access
Program

Welcome

Baby
Home

Program Services

Total
Liaisons Learning Services Administration

Great

Fundraising Expenses

Start

Supporting Services

Early Support
Collaborative Family

First Steps Kent

Statement of Functional Expenses

Year ended September 30, 2010
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Cash flows from operating activities
Increase in net assets 3,142,133$       
Adjustments to reconcile increase in net assets to 

net cash provided by operating activities:
Depreciation 7,691               
Contribution of furniture and equipment (60,836)           
Change in operating assets and liabilities:

Contributions and grants receivable (2,524,946)      
United Way allocation receivable (218,181)         
Accounts payable and accrued expenses 203,244           
Payable to United Way 150,672           

Net cash provided by operating activities 699,777           

Cash flows from investing activity
Purchases of furniture and equipment (38,394)          

Net increase in cash 661,383         
Cash and cash equivalents - beginning of year -                      
Cash and cash equivalents - end of year 661,383$          

Year ended September 30, 2010

First Steps Kent

Statement of Cash Flows

See accompanying notes.    5
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1.  Nature of Organization and Summary of Significant Accounting Policies 

Nature of Business 

First Steps Kent (First Steps) is a tax-exempt, not-for-profit organization under Internal Revenue 
Code Section 501(c)(3). The mission of First Steps is to create a coordinated, integrated system 
of early childhood services that supports all families in Kent County.

First Steps Programs 

First Steps provides the following programs: 

� Children’s Healthcare Access Program – A pediatric medical home program to 
improve health outcomes among children on Medicaid while better utilizing existing 
resources and decreasing costs. 

� Welcome Home Baby – This program is available to all first-time parents and parents 25 
and younger in Kent County.  The program includes an initial visit in the hospital and a 
home visit from a maternal child nurse.  Included in the visit is a maternal child 
assessment conducted by an RN and parent education about early childhood 
development, community resources to meet family needs, and the importance of reading, 
talking, singing, and playing with their child from birth.  The nurse then helps the parents 
access community programs that best meet their needs. 

� Great Start Collaborative and Parent Liaisons (GSC) – The GSC is a body composed 
of interdisciplinary stakeholders – service providers, businesses, funders, government, 
elected officials, and parents – that works to identify early childhood system indicators 
and gaps in services as well as to convene stakeholders, research best practices, and 
recommend systems changes, programs and/or solutions to address the gap or problem.  
Recommendations are made to the First Steps Commission for endorsement and/or 
action. First Steps has a contract with the Kent Intermediate School District to administer 
funds from the Early Childhood Investment Corporation in support of GSC operations 
and infrastructure.  First Steps employs the GSC Director and Parent representatives.  

� Early Learning – First Steps provides in-home coaching to unlicensed child care 
providers to improve the caregiver-child relationship and the literacy environment.  
Coaches also model teaching and learning opportunities that improve child language 
development and literacy outcomes, both in home and in Play & Learn groups. 
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1.  Nature of Organization and Summary of Significant Accounting Policies (continued) 

First Steps Programs (continued) 

� Family Support Services – This is a contract with the Michigan Department of Human 
Services which, in small part, supports the Intake and Referral functions of First Steps.  
The major portion of the award supports subcontracts to three agencies – Arbor Circle, 
Catholic Charities, and the Child and Family Resource Council – in delivering home 
visiting services and supports to DHS clients with certain risk factors.  The Healthy 
Families America home visiting model used is evidence-based for outcomes related to 
child abuse and neglect prevention. 

Financial Statement Presentation 

The financial statements have been prepared on the accrual basis of accounting in accordance 
with accounting principles generally accepted in the United States of America. First Steps’ 
financial position and activities are presented according to three classes of net assets: unrestricted 
net assets, temporarily restricted net assets, and permanently restricted net assets. 

Net Asset Classifications 

Unrestricted net assets represent First Steps’ resources available for operations.  The use of 
portions of the assets has been designated by First Steps’ Commission for specific purposes. 

Temporarily restricted net assets are primarily comprised of grants which are restricted for 
future operating and program expenses. 

Contributions and Grants 

Contributions and grants received are recorded as unrestricted, temporarily restricted, or 
permanently restricted support, depending on the existence or nature of any donor or grantee 
restrictions.  Support that is restricted by the donor or grantee is reported as an increase in 
unrestricted net assets if the restriction expires in the reporting period in which the support is 
recognized.  All other donor and grantee restricted support is reported as an increase in 
temporarily or permanently restricted net assets depending on the nature of the restriction.  When 
a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is 
accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and 
reported in the statement of activities as net assets released from restrictions. 
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1.  Nature of Organization and Summary of Significant Accounting Policies (continued) 

Contributions and Grants (continued) 

Unconditional promises to give which are expected to be collected in periods in excess of one 
year are recognized at the present value of the estimated future cash flows at the time the pledge 
is received.  The change in the present value due to the passage of time is recognized as 
contributions or grant revenue.  Management annually reviews these assets to determine the net 
realizable value of the pledge. 

Use of Estimates 

Management uses estimates and assumptions in preparing these financial statements in 
accordance with accounting principles generally accepted in the United States of America.  
Those estimates and assumptions affect the reported amounts of assets and liabilities, the 
disclosure of contingent assets and liabilities, and the reported revenues and expenses.  Actual 
results could vary from the estimates that were used. 

Cash and Cash Equivalents 

Cash and cash equivalents consist of highly liquid investments purchased with an original 
maturity of 3 months or less. 

Furniture and Equipment and Depreciation 

Furniture and equipment are recorded at cost or, if donated, at fair value on the date of the gift.  
Major improvements and renewals are capitalized while ordinary maintenance and repairs are 
expensed.  Management annually reviews assets to determine whether carrying values have been 
impaired.  Depreciation is computed using the straight-line method over the estimated useful lives 
of the related assets, which range generally from 5 to 10 years. 

Functional Allocation of Expenses 

Expenses are charged to each program based on direct expenditures incurred.  Any program 
expenses not directly chargeable are allocated to programs based on full-time equivalent hours 
by department. 
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1.  Nature of Organization and Summary of Significant Accounting Policies (continued) 

Income Taxes 

First Steps is exempt from federal income taxes under 501(c)(3) of the Internal Revenue Code.  
However, income from certain activities not directly related to First Steps’ tax-exempt purpose is 
subject to taxation as unrelated business income.  First Steps accounts for tax positions in 
accordance with the provisions of Financial Accounting Standards Board Codification Section 
740-10.  Interest or penalties related to tax positions, if any, would be recorded as a component 
of general and administrative expenses in the statements of activities.  No interest or penalties 
related to tax positions has been recorded in the statement of activities. 

Concentration of Credit Risk 

First Steps maintains demand deposits in one bank which is secured by the Federal Deposit 
Insurance Corporation.  First Steps had a non-federally insured account of approximately 
$507,000 at September 30, 2010.  Management does not consider this concentration to be a 
significant credit risk.  

Subsequent Events 

Management has evaluated subsequent events for potential recognition or disclosure in the 
financial statements through February 3, 2011, which is the date the financial statements were 
available to be issued.  

2.  Multi-year Contributions and Grants 

Multi-year contributions and grants consist of unconditional promises to give or grants receivable 
and are expected to be collected as follows at September 30, 2010: 

Receivable in less than one year $    1,262,380  
Receivable in one to five years 1,279,166 
 2,541,546 
Less net present value discount 16,600 
 $    2,524,946  

The discount rate used for multi-year pledge commitments is based on the 7-year U.S. Treasury rate 
for constant maturities of U.S. obligations.  Management believes that all unconditional promises to 
give are collectible and, therefore, no allowance for doubtful accounts has been established. 
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3.  Lease Agreements 

First Steps leases certain equipment and office space under operating lease agreements expiring 
at various dates through May 2015.  Rental expense for all operating leases was approximately 
$24,400 for the year ended September 30, 2010. 

The following is a schedule of annual future minimum lease payments required under operating 
leases with initial or remaining noncancelable lease terms in excess of one year as of    
September 30, 2010: 

Year Ending 
September 30 Total 

2011 $    31,251 
2012 4,584 
2013 4,584 
2014 1,128 
2015 564 

4.  Retirement Plan 

First Steps maintains a retirement plan qualified under Section 401(k) of the Internal Revenue 
Code.  Under this plan, eligible employees are permitted to contribute up to a maximum amount 
determined by the Internal Revenue Code.  First Steps may make a matching contribution each 
month and a discretionary annual contribution.  First Steps contributed approximately $37,800 
during the year ended September 30, 2010 to the Plan.  These amounts are included in employee 
health and retirement benefits on the statement of functional expenses. 

5.  Temporarily Restricted Net Assets 

The components of temporarily restricted net assets are as follows as of September 30, 2010: 

Temporarily restricted for future operations:  
Donor designated grants $  2,919,511 
Undesignated 220,681 

Total temporarily restricted for future operations $  3,140,192 
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6. Related Party Transactions 

First Steps received contributions from related parties during the year ended September 30, 2010 
of approximately $1,650,000. 

7.  First Steps Spin Off 

Effective October 1, 2009, the First Steps program spun off from Heart of West Michigan United 
Way (United Way) into a separate legal entity.  United Way contributed fixed assets of $60,836 
and unspent contributions restricted for the First Steps program of $401,914 on October 1, 2009. 

First Steps utilizes the services of United Way to maintain their books and records, human 
resources, and information technology infrastructure.  United Way bills First Steps for these 
services, as well as expenses that are currently paid on behalf of First Steps.  As of September 
30, 2010, First Steps had a liability of $150,672 related to these expenses which is reflected in 
the statement of financial position. 


