HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

INDEPENDENT AUDITORS’ REPORT
AND
FINANCIAL STATEMENTS

JULY 31, 2022



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTINSOUNDWAVES
(A Nonprofit Corporation)

INDEPENDENT AUDITORS’ REPORT
AND
FINANCIAL STATEMENTS

JULY 31, 2022

INDEX TO FINANCIAL STATEMENTS

Statement of Activities

Statement of Functional Expenses

Statement of Cash Flows



9600 GREAT HILLS TRAIL
¢ SUITE 150W
Allman & Associates, Inc. A s
(512) 502-3077
FAX: 800-512-7990
WWW.ALLMANCPAS.COM

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Hispanic Alliance for the Performing Arts dba Austin Soundwaves
Austin, Texas

Opinion

We have audited the accompanying financial statements of Hispanic Alliance for the Performing Arts dba Austin
Soundwaves (a nonprofit corporation), which comprise the statement of financial position as of July 31, 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 referred to above present fairly, in all material respects, the financial position of
Hispanic Alliance for the Performing Arts dba Austin Soundwaves as of July 31, 2022, and the changes in its net assets
and 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. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Hispanic Alliance for the Performing
Arts dba Austin Soundwaves 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.

Responsibilities of Management 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, 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 the Hispanic Alliance for the Performing Arts dba Austin
Soundwaves’ ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

Auditor’s 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 auditor’s 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 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, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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.

e 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 the Hispanic Alliance for the Performing Arts dba Austin Soundwaves’ internal
control. Accordingly, no such opinion is expressed.

o 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Hispanic Alliance for the Performing Arts dba Austin
Soundwaves’ 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.

A’M&-Aﬁ‘“;"l‘\nl“&'

Austin, Texas
November 18, 2022



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTINSOUNDWAVES
(A Nonprofit Corporation)

STATEMENT OF FINANCIAL POSITION

JULY 31, 2022
Assets

Current Assets:

Cash and cash equivalents $ 432,015

Accounts receivable 37,500

Grants receivable 20,000
Total Current Assets 489,515
Property and equipment, net of accumulated depreciation 40,698
Other Assets:

Trademark 100
Total Assets $ 530,313

Liabilities and Net Assets

Current Liabilities:

Accounts payable $ 12,750

Accrued liabilities 20,613
Total Current Liabilities 33,363
Total Liabilities 33,363
Net Assets:

Net assets without donor restrictions 476,950

Net assets with donor restrictions 20,000
Total Net Assets 496,950
Total Liabilities and Net Assets $ 530,313

See accompanying auditors’ report and notes to the financial statements.
3



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)
STATEMENT OF ACTIVITIES
Year Ended July 31, 2022

Without Donor With Donor

Restrictions Restrictions Total
Support and Revenue:
Program income $ 131,335 - $ 131,335
Government grants 81,638 - 81,638
Foundation grants 76,400 20,000 96,400
Contributions 397,916 - 397,916
In-kind contributions 20,060 - 20,060
Miscellaneous income 1,463 - 1,463
Net assets released from restrictions 20,000 (20,000) -
Total Support and Revenue 728,812 - 728,812
Expenses

Program Services

School partnerships 452,735 - 452,735

Community programs 163,064 - 163,064
Total Program Services 615,799 - 615,799
Support Services

General administration 89,469 - 89,469

Fundraising 92,981 - 92,981
Total Support Services 182,450 - 182,450
Total Expenses 798,249 - 798,249
Change in Net Assets (69,437) - (69,437)
Beginning Net Assets 546,387 20,000 566,387
Ending Net Assets $ 476,950 $ 20,000 $ 496,950

See accompanying auditors’ report and notes to the financial statements.
4



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

STATEMENT OF FUNCTIONAL EXPENSES

Year Ended July 31, 2022

Program Services Support Services
School Community General
Expense Category Partnerships Programs Fundraising  Administration Totals
Programming:
Concerts $ 5501 $ 1,834 $ - $ - 8 7,335
DM Fellowship - 7,267 - - 7,267
Evaluation 7,500 2,500 - - 10,000
Instrument expense 30,404 10,135 - - 40,539
Scholarships - 4,000 - - 4,000
Special event expense - - 29,949 - 29,949
Supplies 2,645 882 - - 3,527
Administrative:
Insurance 1,103 368 - - 1,471
Marketing 3,265 1,238 - - 4,503
Meals 2,139 713 1,238 - 4,090
Miscellaneous 758 253 - - 1,011
Occupancy 1,100 1,100 1,100 1,100 4,400
Office expense 1,126 375 - 1,231 2,732
Printing and postage 276 92 325 248 941
Professional fees - - - 8,949 8,949
Staff development 6,691 2,230 - - 8,921
Subscriptions 818 273 1,457 3,211 5,759
Telephone - - - 223 223
Travel 32 11 18 - 61
Website - - - 277 277
Payroll expense:
Employee benefits 18,900 6,300 2,967 2,819 30,986
Payroll taxes 26,165 8,722 4,107 3,903 42,897
Salaries 330,139 110,046 51,820 49,245 541,250
Other:
Bank and miscellaneous fees 15 5 - 8,358 8,378
Contract expense 7,853 2,618 - 1,500 11,971
Depreciation & amortization 6,305 2,102 - 8,405 16,812
Total expenses $ 452,735 $ 163,064 $ 92,981 §$ 89,469 § 798,249

See accompanying auditors’ report and notes to financial statements.
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HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

STATEMENT OF CASH FLOWS

Year Ended July 31, 2022

Cash flows in operating activities:
Change in net assets $
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation
Changes 1n assets and liabilities:
Accounts receivable
Accounts payable
Accrued liabilities

(69,437)

16,812

(37,550)
7,253
5,253

Net cash used by operating activities

(77,669)

Decrease in cash and cash equivalents

Cash and cash equivalents, beginning of the year

(77,669)
509,684

Cash and cash equivalents, end of the year $

432,015

Supplemental data:
Income taxes paid $

Interest paid $

See accompanying auditors’ report and notes to the financial statements.
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HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

1. Organization & Summary of Significant Accounting Policies

This summary of significant accounting policies of Hispanic Alliance for the Performing
Arts, dba Austin Soundwaves (hereafter referred to as Austin Soundwaves) is presented to
assist in understanding Austin Soundwaves’ financial statements. The financial statements
and notes are representations of Austin Soundwaves’ management who is responsible for
their integrity and objectivity. These accounting policies conform to accounting principles
generally accepted in the United States of America (GAAP), and have been consistently
applied in preparation of the financial statements.

Organization

Austin Soundwaves’ mission is to make learning music accessible and equitable. Austin
Soundwaves leads music learning partnerships that transform school music programs into
inspiring centers of creativity. Beyond the school day, Austin Soundwaves offers
community-based music programs that encourage lifelong learning and empower students to
achieve personal and professional success.

Austin Soundwaves’ revenue comes primarily from program fees, grants, and contributions.
Austin Soundwaves’ major programs are described below.

School Partnerships

Using Austin Soundwaves’ Equity in Music Education Framework and holistic partnership
model, they focus on system-level change by planning with school leaders, teaching and
mentoring students, and coaching music teachers.

Community Programs

Austin Soundwaves offers innovative community music programs and performances for all
ages. In addition to private lessons, ensembles, and a festival series, Austin Soundwaves
offers the intergenerational Mariachi Para Todos, the Draylen Mason Fellows Program, as
well as mentoring for young professionals pursuing careers in the arts. Since 2013, Austin
Soundwaves has led Fall Into Music, a citywide instrument drive and advocacy campaign
that has distributed 3,500+ instruments to 20 schools and nonprofits in Central Texas.



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

1. Organization & Summary of Significant Accounting Policies (continued)
Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting in accordance
with GAAP. Under the accrual basis, revenues are recognized in the accounting period in
which they are earned and become measurable. Expenses are recorded in the accounting
period incurred, regardless of when cash is disbursed.

Financial Statement Presentation
Net assets, revenues, gains, and losses are classified based on the existence or absence of
donor or grantor-imposed restrictions. Accordingly, net assets and changes therein are

classified and reported as follows:

Net assets without donor restrictions — Net assets available for use in general operations and
not subject to donor (or certain grantor) restrictions.

Net assets with donor restrictions — Net assets subject to donor (or certain grantor) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will
be met by the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be maintained in
perpetuity. Donor-imposed restrictions are released when a restriction expires, that is, when
the stipulated time has elapsed, when the stipulated purpose for which the resource was
restricted has been fulfilled, or both.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, Austin Soundwaves considers all unrestricted
highly liquid investments with maturities of three months or less at the time of acquisition to
be cash and cash equivalents.

Accounts Receivable

Receivables reported are program fees collectible within one year. The receivables create a
credit risk for Austin Soundwaves should the parties to the receivables fail to perform as
obligated. Austin Soundwaves’ policy for determining when these types of receivables are
past due is based on when the payments are promised. At July 31, 2022, management



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

1. Organization & Summary of Significant Accounting Policies (continued)

recorded $0 for the allowance for uncollectible accounts and believes all receivables are
collectible.

Contributions and Grants Receivable

Contributions and grants receivable, including unconditional promises, are recognized as
revenue when the donor’s commitment is received. Contributions and grants receivable are
recognized at the estimated present value of the future cash flows, net of allowance for
uncollectible contributions and grants. Contributions and grants receivable are reported on
the short-term (due within one year) or the long-term (due after one year).

Change in Not-for-Profit Accounting Standards

In September 2020, the FASB issued ASU 2020-07, Not-for Profit Entities (Topic 958):
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets
(“ASU 2020-07”), to increase the transparency of contributed nonfinancial assets for not-for-
profit entities through enhancements to presentation and disclosure. ASU 2020-07 is
effective for annual periods beginning after June 15, 2021, and interim periods within annual
periods beginning after June 15, 2022. Austin Soundwaves has implemented ASU 2020-07.

Property and Equipment

Property and equipment are recorded at cost if purchased, and fair value if donated, and
depreciated over their estimated useful lives using the straight-line method. When assets are
retired or otherwise disposed of, the cost and related accumulated depreciation are removed
from the accounts, and any resulting gain or loss is recognized in the period assets are
disposed. Assets purchased with a cost of $2,500 and greater are capitalized. Maintenance
and repairs are charged to expense as incurred, and significant renewals and betterments are
capitalized.

Revenue Recognition/Contributions
Unconditional contributions and grants received are recorded as support with donor

restrictions, or without donor restrictions, in the period received depending on the existence
and/or nature of any donor restrictions. Contributions and grants with donor restrictions that



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

1. Organization & Summary of Significant Accounting Policies (continued)

are received and the restriction is satisfied during the same year are recorded as contributions
and satisfied during the same year are recorded as contributions and grants without donor
restrictions on the statement of activities. Conditional grants, that is, those with a measurable
performance or other barrier and a right of return, are not recognized until the conditions on
which they depend are met.

Revenue from various program fees are recognized in the period earned. Generally, payments
are made at the time or after the time of service and there are no advance payments for the
related services.

Federal Income Taxes

Austin Soundwaves is exempt from federal income taxes, except on unrelated business
income, under Section 501(c)(3) of the Internal Revenue Code. Therefore, no provision for
federal income taxes has been reflected in the financial statements.

Austin Soundwaves has adopted the recognition requirements for uncertain income tax
positions as required by GAAP, with no cumulative effect adjustment required. Income tax
benefits are recognized for income tax positions taken or expected to be taken in a tax return,
only when it is determined that the income tax position will more likely than not be sustained
upon examination by taxing authorities. Austin Soundwaves has analyzed the tax positions
taken in its filings with the Internal Revenue Service and state jurisdictions where it operates.
Austin Soundwaves believes that its income tax filing positions will be sustained upon
examination and does not anticipate any adjustments that would result in a material adverse
effect on Austin Soundwaves’ financial position, changes in net assets or cash flows.
Accordingly, Austin Soundwaves has not recorded any reserves, or related accruals for
interest and penalties for uncertain income tax positions at July 31, 2022. Austin
Soundwaves is subject to income tax audits for the previous three years which are open.
There are currently no income tax audits for any tax periods in progress.

Functional Expenses

The costs of providing the various programs and activities have been summarized on a
functional basis in the statement of activities, by program services, fundraising, and general
administration. The statement of functional expenses reports the natural classification detail
of expenses by function. Accordingly, certain costs have been allocated among the programs
and supporting services benefited. Expenses that can be identified with a specific program or
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HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

1. Organization & Summary of Significant Accounting Policies (continued)

that relate to a specific source of revenue are allocated directly to that program. General
administration expenses include those expenses that are not directly identifiable with any
other specific function but provide for the overall support and direction of Austin
Soundwaves.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities 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. Significant estimates
include those used in the functional allocation of expenses and depreciation of assets. Actual
results could differ from those estimates.

Credit Risk

Financial instruments which potentially subject Austin Soundwaves to credit risk consist of
cash and cash equivalents and receivables. Austin Soundwaves’ deposits exceeded the
federal depository insurance limits by $192,729 as of July 31, 2022. Austin Soundwaves
does not require collateral for receivables, and management does not believe it has significant
credit risk related to those receivables.

2. Property and Equipment

Major classes of property and equipment consist of the following as of July 31, 2022:

Furniture and fixtures $ 2,782
Instruments 160,948
Computer equipment 6,087
Total property and equipment 169,817
Less accumulated depreciation (129,119)
Property and equipment, net $ 40,698

Depreciation expense for the year ended July 31, 2022 was $16,812.
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HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

3. Donated Goods

Donated goods that meet the requirements for recognition are recorded at their fair market
value based on wholesale prices of identical or similar products if purchased in the region.
Austin Soundwaves receives donations of instruments, which they use in their programs
throughout the year, as well as instruments collected through donations, and distributed to
schools and nonprofit organizations. There were no donor restrictions on the donated goods.
The value of donated goods included in in-kind contributions revenue in the financial
statements and corresponding expenses for instruments distributed for the year ended July
31, 2022:

Instruments $ 20,060
Total in-kind donations $ 20,060

4. Net Assets With Donor Restrictions

Net assets with donor restrictions consisted of the following at July 31, 2022:

Subject to expenditure for specified purpose:
Community programs $ 20,000

Total net assets with donor restrictions $ 20,000

Net assets with donor restrictions released from restrictions consisted of the following for the
year ending July 31, 2022:

Satisfaction of purpose restrictions:
Community programs $ 20,000

Total net assets released from donor restrictions $ 20,000

5. Fair Value Measurements and Disclosures

The requirements of Fair Value Measurements and Disclosures of the ASC apply to all
financial instruments and all nonfinancial assets and nonfinancial liabilities that are being
measured and reported on a fair value basis. Fair value is a market-based measurement, not
an entity-specific measurement. For some assets and liabilities, observable market
transactions or market information might be available. For other assets and liabilities,

12



HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

5. Fair Value Measurements and Disclosures (continued)

observable market transactions and market information might not be available. However, the
objective of a fair value measurement is the same in both cases — to estimate the price at
which an orderly transaction to sell the asset or to transfer the liability would take place
between market participants at the measurement date under current market conditions (an
exit price). Fair Value Measurements and Disclosures also establish a fair value hierarchy
that prioritizes the inputs used in valuation methodologies into the following three levels:

e Level 1 Inputs — Quoted prices (unadjusted) in active markets for identical assets or
liabilities that the reporting entity can access at the measurement date.

e Level 2 Inputs — Inputs other than quoted prices included with Level 1 that are observable
for the asset or liability either directly or indirectly.

e Level 3 Inputs — Unobservable inputs for the asset or liability.

The fair value of Austin Soundwaves’ current assets and current liabilities approximate the
carrying amounts of such instruments due to their short maturity.

6. Liquidity and Availability

Financial assets available for general expenditure, that is, without donor restrictions limiting
their use, within one year of the statement of financial position date, comprise the following:

Cash and cash equivalents $ 432,015
Accounts receivable 37,500
Grants receivable 20,000
Total financial assets 489,515

Less those unavailable for general expenditures within one year due to:
Purpose and time restricted net assets (20,000)

Financial assets available within one year to meet cash needs for
general expenditures $ 469,515

13
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HISPANIC ALLIANCE FOR THE PERFORMING ARTS
dba AUSTIN SOUNDWAVES
(A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

July 31, 2022

Liquidity and Availability (continued)

Austin Soundwaves meets cash needs through program fees, grants, and contribution
revenue.

Line of Credit

Austin Soundwaves maintains a $20,000 line of credit, with a maturity date of March 1, 2024
and a floating interest rate of 1% over the Prime Rate, which it may draw on from time to
time. There was no outstanding balance at July 31, 2022, and no interest paid during the year
ended July 31, 2022.

Related Party Transactions

Austin Soundwaves receives contributions and donations from board members of the
organization. The related party contributions and donations for the year ending July 31,
2022 are $46,026.

Risks and Uncertainties

As a result of the spread of the COVID-19 coronavirus, economic uncertainties have arisen
which possibly could negatively impact future activities of Austin Soundwaves. The
continuing disruption is having a broad and negative impact on the US economy. Austin
Soundwaves has budgeted appropriately and conservatively to minimize impact and
uncertainty as the COVID-19 crisis continues past July 31, 2022. The related financial
impact of this and other business disruptions cannot be reasonably estimated at this time.

Subsequent Events
Subsequent events are events or transactions that occur after the statement of financial
position date but before the financial statements are issued. Management evaluated

subsequent events through the date the financial statements were available for issuance,
November 18, 2022, and there were no subsequent events to be disclosed.
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