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INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
Urban Arts Partnership
Report on the Financial Statements
We have audited the accompanying financial statements of Urban Arts Partnership (the “Organization”), which
comprise the statement of financial position as of June 30, 2020, and the related statements of activities,
functional expenses, and cash flows for the period from August 1, 2019 to June 30, 2020, 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 audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. 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 Organization’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 Organization’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 Urban Arts Partnership as of June 30, 2020, and the changes in its net assets and its cash flows for
the period from August 1, 2019 to June 30, 2020, in accordance with accounting principles generally accepted
in the United States of America.

Other Matters
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by the audit requirements of Title 2 U.S. Code of Federal Regulations (“CFR”) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform Guidance”),
and is not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the Schedule of Expenditures of Federal Awards is
fairly stated in all material respects in relation to the financial statements as a whole.
The financial statements of Urban Arts Partnership for the year ended July 31, 2019 were audited by another
auditor who expressed an unmodified opinion on those statements on March 26, 2020.
Emphasis of Matters
As further discussed in Note 2 to the financial statements, the fiscal year end of the Organization was changed
from July 31 to June 30 to correspond to the grant year of its major grants and contracts.
As further discussed in Note 11 to the financial statements, a global pandemic has been declared by the World
Health Organization as a result of the rapidly growing outbreak of the coronavirus, COVID-19. The extent and
ultimate impact of COVID-19 on the Organization’s operating and financial performance cannot be predicted at
this time. Our opinion is not modified with respect to this matter.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated February 25, 2021,
on our consideration of Urban Arts Partnership’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 the Organization’s
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Urban Arts Partnership’s internal control over
financial reporting and compliance.

New York, NY
February 25, 2021

URBAN ARTS PARTNERSHIP
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2020

ASSETS
Cash and cash equivalents
Investments
Contracts and contributions receivable
Security deposit
Prepaid expenses
Property and equipment, net
TOTAL ASSETS

$

1,151,710
874,983
880,368
244,622
51,188
737,430

$

3,940,301

$

295,840
352,617
62,920
365,479

LIABILITIES AND NET ASSETS
LIABILITIES:
Accounts payable and accrued expenses
Deferred rent
Refundable advances
Refundable advance from Paycheck Protection Program
TOTAL LIABILITIES

1,076,856

NET ASSETS:
Without donor restrictions
With donor restrictions

2,460,864
402,581

TOTAL NET ASSETS

2,863,445

TOTAL LIABILITIES
LIABILITIESAND
ANDNET
NETASSETS
ASSETS

$

3,940,301

The accompanying notes are an integral part of the financial statements.
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URBAN ARTS PARTNERSHIP
STATEMENT OF ACTIVITIES
FOR THE PERIOD FROM AUGUST 1, 2019 TO JUNE 30, 2020

Without Donor
Restrictions
SUPPORT AND REVENUES:
Contributions
Board
Individuals
Corporations
Foundations
Special events, net of direct donor benefits of $41,677
In-kind donations

$

PROGRAM SERVICE REVENUES
Government grants
State and local
Federal
Program fees

OTHER INCOME
Investment income, net
Other income

NET ASSETS RELEASED FROM RESTRICTIONS

EXPENSES:
Program
Management and general
Fundraising

CHANGE IN NET ASSETS

$

73,411
250,000
-

$

343,423
148,171
342,215
655,166
182,169
202,495

323,411

1,873,639

1,455,871
1,448,016
303,786

-

1,455,871
1,448,016
303,786

3,207,673

-

3,207,673

7,096
31,653

-

7,096
31,653

38,749

-

38,749

338,458

(338,458)

-

5,135,108

(15,047)

5,120,061

3,887,830
884,284
389,053

-

3,887,830
884,284
389,053

5,161,167

-

5,161,167

(15,047)

2,486,923
$

Total

1,550,228

(26,059)

NET ASSETS, BEGINNING OF PERIOD
NET ASSETS, END OF PERIOD

343,423
74,760
342,215
405,166
182,169
202,495

With Donor
Restrictions

2,460,864

(41,106)

417,628
$

402,581

2,904,551
$

2,863,445

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

URBAN ARTS PARTNERSHIP
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE PERIOD FROM AUGUST 1, 2019 TO JUNE 30, 2020

Program
Services

Salaries:
Operations personnel
Development personnel
Program personnel
Total salaries
Fringe benefits and payroll taxes
Retirement
Program supplies and equipment
Scholarship
Travel and related expenses
Consultants and professional fees
Public relations and marketing
Occupancy
Insurance
Recruitment
Professional development
Office expenses
Payroll service
Dues and subscriptions
Postage and delivery
Credit card and bank fees
Interest
Depreciation and amortization
In-kind services
Other
Total operating expenses

Management
and General

Fundraising

Total

$

298,532
61,670
1,730,292
2,090,494
322,977
17,360
158,584
45,258
17,840
591,753
433,708
12,406
564
8,275
10,186
25,380
588
237
1,810
150,330
80

$

256,575
57,938
250
314,763
70,868
12,748
980
756
135,169
1,203
65,303
1,868
535
1,463
8,207
3,821
3,224
1,942
134
1,989
53,690
202,495
3,126

$

58,074
167,751
225,825
27,260
18,324
742
3,499
25,671
6,636
46,851
1,340
2,327
879
8,326
2,742
1,030
249
5,488
10,738
1,126

$

613,181
287,359
1,730,542
2,631,082
421,105
48,432
160,306
45,258
22,095
752,593
7,839
545,862
15,614
3,426
10,617
26,719
31,943
4,842
2,428
7,432
1,989
214,758
202,495
4,332

$

3,887,830

$

884,284

$

389,053

$

5,161,167

The accompanying notes are an integral part of these financial statements.
5

URBAN ARTS PARTNERSHIP
STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM AUGUST 1, 2019 TO JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization
Bad debt
Realized loss on investments
Unrealized gain on investments
Changes in operating assets and liabilities:
Contracts and contributions receivable
Security deposit
Prepaid expenses
Accounts payable and accrued expenses
Deferred rent
Refundable advances
Refundable advance from Paycheck Protection Program

$

(41,106)

214,758
1,200
26,657
(5,801)
367,125
40,219
(18,288)
(38,107)
7,239
(252,326)
365,479

NET CASH PROVIDED BY OPERATING ACTIVITIES

667,049

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments
Proceeds from sale of investments
Purchases of property and equipment

(839,720)
577,106
(24,680)

NET CASH USED IN INVESTING ACTIVITIES

(287,294)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from line of credit
Repayment of line of credit

400,000
(400,000)

NET CASH PROVIDED BY FINANCING ACTIVITIES

-

NET INCREASE IN CASH AND CASH EQUIVALENTS

379,755

CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD

771,955

CASH AND CASH EQUIVALENTS - END OF PERIOD

$

1,151,710

$

1,989

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the year for:
Interest

The accompanying notes are an integral part of the financial statements.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

1.

THE ORGANIZATION
Urban Arts Partnership (the "Organization") is incorporated under the laws of the State of New York.
The Organization is a leading arts educator in New York City and a contributing innovator in public education
reform. The Organization serves more than 100 schools across New York City, advancing the intellectual, social
and artistic development of underserved students through arts-integrated education programs to close the
achievement gap.
The Organization provides arts-based education programming to influence and affect how subject matter is
taught in public school classrooms so that the students will be more engaged in their learning, develop 21st
century skills, and be prepared for the modern world. Nearly one hundred percent of the schools served are Title
I (high poverty) learning communities. The Organization aims to engage and improve the performance of various
student groups, including English Language Learners (recent immigrants), students in temporary housing,
students with Individualized Education Plans (IEPs), students with social behavioral problems, students entering
school at low achievement levels, and exceptional students who are not provided with opportunities to express
their capacity.
The Organization, as determined by the Internal Revenue Service, is exempt from federal income tax under
Section 501(a) of the Internal Revenue Code (“IRC”) as an organization described in Section 501(c)(3) of the IRC
and under the corresponding provisions of the New York State tax laws. The Organization has also been
classified as an entity that is not a private foundation within the meaning of Section 509(a) of the IRC and
qualifies for deductible contributions as provided in Section 170(b)(1)(A)(ii) of the IRC.

2.

SIGNIFICANT ACCOUNTING POLICIES
Financial Statement Presentation
The Organization’s 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”).
The classification of the Organization’s net assets and its support, revenues, and expenses is based on the
existence or absence of donor-imposed restrictions. It requires that the amounts for each of the two classes of
net assets – with donor restrictions or without donor restrictions – be displayed in a statement of financial position
and that the amount of change in each of those classes of net assets be displayed in a statement of activities.
These classes are defined as follows:
Net Assets with Donor Restrictions consist of contributions and other inflows of assets whose use is subject
to donor-imposed restrictions that are more specific than broad limits reflecting the nature of the not-forprofit entity, the environment in which it operates and the purposes specified in its articles of incorporation
or bylaws or comparable documents. Donor-imposed restrictions may be temporary in nature, such as
stipulating that resources may be used only after a specified date or limited to specific programs or services.
Certain donor-imposed restrictions are perpetual in nature.
Net Assets without Donor Restrictions consist of contributions and other inflows of assets whose use is not
subject to donor-imposed restrictions. This net asset category includes both contributions not subject to
donor restrictions and exchange transactions.
Change in Fiscal Year
The fiscal year end of the Organization was changed from July 31 to June 30 to correspond to the grant year of
its major grants and contracts. Accordingly, the current financial statements are prepared for eleven months from
August 1, 2019 to June 30, 2020.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020
2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and Cash Equivalents
The Organization considers all highly liquid investments with a maturity of three months or less when purchased
to be cash equivalents.
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.
Contracts and Contributions Receivable
Contracts receivable are recorded net of an allowance for expected losses and are written off against the
allowance when they are determined to be uncollectible. Contributions receivable represent unconditional
promises to give by donors. At June 30, 2020, the Organization had contracts and contributions receivable of
$880,368. The Organization has determined that no allowance for expected losses and uncollectible accounts for
contracts and contributions receivable is necessary as of June 30, 2020. Such allowance for contracts and
contributions receivable is based on management’s assessments of the creditworthiness of its grantors, the aged
basis of its receivables, as well as current economic conditions.
Property and Equipment, Net
Property and equipment, net are stated at cost at the date of acquisition or fair value at the date of donation in the
case of gifts, less accumulated depreciation, and are depreciated on the straight-line method over the estimated
useful lives of the assets. Leasehold improvements are amortized over the shorter of the life of the asset or the
term of the lease. The Organization has established a $3,000 threshold above which assets are evaluated to be
capitalized. Property and equipment acquired with certain government contract funds is recorded as an expense
pursuant to the terms of the contract in which the government funding source retains ownership of the property.
Maintenance and repairs are charged to expense as incurred; major renewals and betterments are capitalized.
Impairment
The Organization reviews long-lived assets to determine whether there has been any permanent impairment
whenever events or circumstances indicate the carrying amount of an asset may not be recoverable. If the sum
of the expected future undiscounted cash flows is less than the carrying amount of the assets, the Organization
recognizes an impairment loss. No impairment losses were recognized for the period ended June 30, 2020.
Revenue Recognition
Revenue from federal, state and local government grants and contracts are recorded by the Organization when
qualifying expenditures are incurred and billable. Funds received in advance for which qualifying expenditures
have not been incurred, if any, are reflected as refundable advances from state and local government grants in
the accompanying statement of financial position.
Transfers of cash or other assets or settlement of liabilities that are both voluntary and nonreciprocal are
recognized as contributions. Contributions may either be conditional or unconditional. A contribution is
considered conditional when the donor imposes both a barrier and a right of return. Conditional contributions are
recognized as revenue on the date all donor-imposed barriers are overcome or explicitly waived by the donor.
Barriers may include specific and measurable outcomes, limitations on the performance of an activity and other
stipulations related to the contribution. A donor has a right of return of any assets transferred or a right of release
of its obligation to transfer any assets in the event the Organization fails to overcome one or more barriers.
Assets received before the barrier is overcome are accounted for as refundable advances.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020
2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue Recognition (continued)
Unconditional contributions, including promises to give cash and other assets, are reported at fair value at the
date the contribution is received. Contributions subject to donor restrictions are recognized in changes in net
assets with donor restrictions. When a purpose restriction is satisfied or when a time restriction expires, the
contribution is reported as net assets released from restrictions and is recognized in change in net assets without
donor restrictions. If a donor-imposed restriction is fulfilled in the same period in which it is received, the
contribution is reported as an increase in net assets without donor restrictions.
Program fees are recognized in program service revenue when services are provided.
The Organization reports gifts of goods and equipment as unrestricted support unless explicit donor stipulations
specify how the donated assets must be used.
Functional Allocation of Expenses
The costs of providing the various programs and other activities of the Organization have been summarized on a
functional basis in the statement of activities and include certain costs that have been allocated among the
program and supporting services benefited. Such allocations are determined by management on an equitable
basis. The financial statements report expenses that are attributed to more than one supporting function.
Therefore, expenses require allocation on a reasonable basis that is consistently applied.
Supporting services are categorized as follows:



Management and general – these expenses relate to oversight, management and administration.
Fundraising – these expenses relate to business development, and maintenance and engagement of
donors of major gifts, planned giving and community campaigns.

All of the expenses listed are allocated on the basis of time and effort:

Expense
Payroll and related costs
Advertising
Office expenses and supplies
Auto and transportation
Telephone and utilities
Insurance
Professional fees and outside services
Advertising
The Organization expenses advertising costs as incurred. The Organization incurred $7,839 of advertising costs
for the period ended June 30, 2020, which is included in the accompanying statement of functional expenses
under public relations and marketing.
Deferred Rent
In accordance with U.S. GAAP, rent expense is recognized on a straight-line basis over the life of the lease,
including future scheduled escalations of rent, rather than in accordance with lease payments. Deferred rent
represents the adjustment to future rents as a result of using the straight-line method.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020
2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Donated Services
Donated services that meet the requirement for recognition and other non-cash donations are recorded as
contributions at their estimated fair value at the date of donation. Such donations are recorded as in-kind
donations with the same amounts recorded as expense primarily in fundraising and program services. Total
donated services for the period ended June 30, 2020 was $202,495.
A substantial number of volunteers have donated significant amounts of their time to the Organization; however,
no amounts have been reflected in the statements for donated services inasmuch as no objective basis is
available to measure the value of such services.
Income Taxes
The Organization follows the accounting standard for uncertainty in income taxes. The standard prescribes a
minimum recognition threshold and measurement methodology that a tax position taken or expected to be taken
in a tax return is required to meet before being recognized in the financial statements. It also provides guidance
for derecognition, classification, interest and penalties, disclosure, and transition.
The Organization files informational returns in the federal jurisdiction. The Organization is subject to federal tax
examinations for all fiscal years in which informational returns were filed.
The Organization believes that it has appropriate support for the positions taken on its tax returns. Nonetheless,
the amounts ultimately paid, if any, upon resolution of the issues raised by the taxing authorities may differ
materially from the amounts accrued for each year. Management believes that its nonprofit status would be
sustained upon examination.
Should there be interest on underpayments of income tax, the Organization would classify it as interest expense.
The organization would classify penalties in connection with underpayments of income tax as other expense.
Investments
Investments are recorded at fair value based upon quoted market prices. Investment income includes dividends,
interest, and realized and unrealized gains and losses on investments carried at fair value, and is recorded net of
investment fees. Investment income is recorded as income without donor restrictions in the statement of
activities.
Fair Value Measurements and Fair Value – Definition and Hierarchy
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.
Accounting standards establish a fair value hierarchy for inputs used in measuring fair value that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring the most observable units be
used when available. Observable inputs are those that market participants would use in pricing the asset or
liability based on market data obtained from sources independent of the Organization. Unobservable inputs
reflect the Organization’s assumptions about inputs used by market participants at the measurement date. The
fair value hierarchy is categorized into three levels based on inputs as follows:
Level 1 - Valuation based on quoted prices in active markets for identical assets or liabilities that the
Organization has the ability to access.
Level 2 - Valuation based on quoted prices in markets that are not active or for which all significant
inputs are observable, either directly or indirectly.
Level 3 - Valuation based on inputs that are unobservable and significant to the overall fair value
measurement.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020
2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fair Value Measurements and Fair Value – Definition and Hierarchy (continued)
Level 3 assets and liabilities measured at fair value are based on one or more of three valuation techniques. The
three valuation techniques are as follows:
Market approach - Prices and other relevant information generated by market transactions involving identical or
comparable assets or liabilities;
Cost approach - Amount that would be required to replace the service capacity of an asset (i.e. replacement
cost); and
Income approach - Techniques to convert future amounts to a single present value amount based on market
expectations (including present value techniques, option-pricing models, and lattice models).
Adopted Accounting Pronouncement
During the period ending June 30, 2020, the Organization adopted Accounting Standards Update 2018-08, Notfor-Profit Entities (Topic 958) – Clarifying the Scope and Accounting Guidance for Contributions Received and
Contributions Made. The update provides guidance in evaluating whether transactions should be accounted for
as contributions or as exchange transactions and determining whether a contribution is conditional or not. The
adoption of this update had no effect on the Organization’s financial position and change in net assets.
Recent Accounting Pronouncements
Revenue from Contracts with Customers
In May 2014, the Financial Accounting Standards Board (“FASB”) issued an accounting standards update which
affects the revenue recognition of entities that enter into either (1) certain contracts to transfer goods or services
to customers or (2) certain contracts for the transfer of nonfinancial assets. The update indicates an entity should
recognize revenue in an amount that reflects the consideration the entity expects to be entitled to in exchange for
the goods or services transferred by the entity.
The update is to be applied to the beginning of the year of implementation or retrospectively. In June 2020, the
FASB issued an accounting standards update which defers the required effective date of the update for one year.
As a result, entities may elect to adopt the update for annual reporting periods beginning after December 15,
2019, and for interim reporting periods beginning after December 15, 2020, with early application permitted. The
Organization has elected the deferral and is currently evaluating the effect the update will have on its financial
statements.
Lease Accounting
In February 2016, the FASB issued an accounting standards update which amends existing lease guidance. The
update requires lessees to recognize a right-of-use asset and related lease liability for many operating leases
now currently off-balance sheet under current U.S. GAAP. Also, the FASB has issued amendments to the update
with practical expedients related to land easements, lessor accounting, and disclosures related to accounting
changes and error corrections.
The update originally required transition to the new lease guidance using a modified retrospective approach
which would reflect the application of the update as of the beginning of the earliest comparative period presented.
A subsequent amendment to the update provides an optional transition method that allows entities to initially
apply the new lease guidance with a cumulative-effect adjustment to the opening balance of equity in the period
of adoption. If this optional transition method is elected, after the adoption of the new lease guidance, the
Organization’s presentation of comparative periods in the financial statements will continue to be in accordance
with current lease accounting. The Organization is evaluating the method of adoption it will elect.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020
2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Recent Accounting Pronouncements (continued)
Lease Accounting (continued)
In June 2020, the FASB issued an accounting standards update which defers the required effective date of the
update for one year. As a result, entities may elect to adopt the guidance for annual reporting periods beginning
after December 15, 2021, and for interim reporting periods beginning after December 15, 2022, with early
application permitted. The Organization has elected the deferral and is currently evaluating the effect the update
will have on its financial statements, but expects upon adoption that the update will have a material effect on the
Organization’s financial condition due to the recognition of a right-of-use asset and related lease liability. The
Organization does not anticipate the update having a material effect on its results of operations or cash flows,
though such an effect is possible.
Contributed Nonfinancial Assets
In September 2020, the FASB issued an accounting standards update which amends guidance for not-for-profit
entities that receive contributed nonfinancial assets. The update requires not-for-profits to present contributed
nonfinancial assets as a separate line item in the statement of activities, and to disclose information regarding
each type of contributed nonfinancial asset. The update is to be applied on a retrospective basis and is effective
for annual reporting periods beginning after June 15, 2021, and for interim reporting periods beginning after June
15, 2022. The Organization is currently evaluating the effect the update will have on its financial statements.

3.

LIQUIDITY MANAGEMENT AND AVAILABILITY OF RESOURCES
The Organization maintains a policy of structuring its financial assets to be available as its general expenditures,
liabilities, and other obligations come due. To help manage unanticipated liquidity needs, the Organization has a
committed line of credit which it could draw upon (Note 8). In addition, the Organization invests excess cash in
mutual funds, which are highly liquid investments.
The Organization’s financial assets available within one year of the statement of financial position date for
general expenditures are as follows:

Cash and cash equivalents
Investments
Contracts and contributions receivable

$

Total financial assets

2,907,061

Less amounts unavailable for general expenditures within one year due to:
Restricted by contract with time or purpose
Total financial assets available to management for general
expenditures within one year

1,151,710
874,983
880,368

(352,581)

$

2,554,480

At June 30, 2020, the Organization had no board designated assets.
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URBAN ARTS PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020
4.

INVESTMENTS
Determination of Fair Values
The valuation methodologies used to determine the fair values of assets and liabilities under the “exit price”
notion reflect market-participant objectives and are based on the application of the fair value hierarchy that
prioritizes observable market inputs over unobservable inputs. The Organization measures the fair values of the
mutual funds based on quoted market prices.
The preceding method may produce a fair value calculation that may not be indicative of net realizable value or
reflective of future fair value. Furthermore, although the Organization believes its valuation method is appropriate
and consistent with other market participants, the use of different methodologies or assumptions to determine the
fair value of certain financial instruments could result in a different fair value measurement at the reporting date.
The Organization's investments are exposed to various risks such as interest rate, market, and credit risks. Due
to the level of risks associated with these investments, it is at least reasonably possible that changes in the
values of these investments will occur in the near term and that such changes could materially affect the amounts
reported in the statement of financial position and the statement of activities.
The following table presents by level, within the fair value hierarchy, the Organization’s investments at fair value
as of June 30, 2020. As required by fair value measurement accounting standards, investments are classified in
their entirety based upon the lowest level of input that is significant to the fair value measurement.

June 30, 2020

Fair Value on a
Recurring
Basis

Quoted Market
Prices in Active
Market for
Identical Assets
(Level 1)

Other
Significant
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

Mutual funds

$

$

$

$

874,983

874,983

-

-

The aggregate cost basis, gross unrealized gains and losses, and fair market value of the investments at June
30, 2020 are as follows:

June 30, 2020
Mutual funds

Gross
Unrealized
Gains

Cost
$

869,182

$

5,801

Gross
Unrealized
Losses
$

Fair Value
-

$

874,983

The components of the activity of the Organization’s mutual funds as of June 30,:

June 30,
Investments, beginning of year
Purchase of investments
Sale of investments
Realized loss on investments
Unrealized gain on investments reported at fair value
Investments, end of year

$

$

2020
633,225
839,720
(577,106)
(26,657)
5,801
874,983
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5.

CONTRACTS AND CONTRIBUTIONS RECEIVABLE
Contracts and contributions receivable are comprised of the following:

Contracts and program services
Unconditional promises to give
Contributions receivable and other

$

588,787
100,000
191,581

$

880,368

Contracts and program services receivable consist of receivables under various programs and grants. All
amounts are expected to be collected within the next year.
6.

PROPERTY AND EQUIPMENT
Property and equipment consist of the following as of June 30, 2020:

Leasehold improvements
Office and school equipment
Furniture and fixtures
Software

$

809,712
634,166
125,355
29,503

Estimated Useful Lives
Life of lease
5-7 years
7 years
3 years

1,598,736
Less: accumulated depreciation
and amortization

(861,306)
$

737,430

Depreciation and amortization expense amounted to $214,758 for the period ended June 30, 2020.
7.

REFUNDABLE ADVANCE FROM PAYCHECK PROTECTION PROGRAM
In May 2020, the Organization received a Paycheck Protection Program (“PPP”) loan of $782,378 granted by the
Small Business Administration under the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”).
PPP loans are considered conditional contributions, with a right-of return in the form of an obligation to be repaid
if a barrier to entitlement is not met. The barrier is that PPP loan funds must be used to maintain compensation
costs and employee headcount, and other qualifying expenses, such as utilities, incurred during the qualifying
period. As of June 30, 2020, the Organization recognized $416,899 of the amount received as grant revenue
based on the qualifying expenditures incurred and barriers to entitlement being met. The Organization is tracking
the qualifying expenditures during the qualifying period and an application for forgiveness of the loan will be
made. However, as of the date the financial statements were available to be issued, notice of forgiveness had not
been received from the lender. Management believes the Organization has met the requirements to be forgiven.
However, if a portion of the loan must be repaid, the terms (1.00% per annum, repayable over a maximum of two
years with a six-month deferral period) are such that the Organization has sufficient liquidity to repay the
unforgiven portion.
At June 30, 2020, the Organization recorded $365,479 as a refundable advance from the Paycheck Protection
Program for funds received in advance for which qualifying expenditures have not yet been incurred and barriers
to entitlement have not been met.
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8.

LINE OF CREDIT
On July 17, 2019, the Organization entered into a line of credit agreement with J.P. Morgan Chase Bank that had
a maximum borrowing limit of $2,000,000. The line is secured by the Organization’s assets, and expired on July
16, 2020. Borrowings bore interest at LIBOR plus 3.00% and required monthly payments of interest only. The line
of credit required an annual pay down for a period of thirty consecutive days. There were no borrowings
outstanding as of June 30, 2020.
Interest expense related to the line of credit amounted to $1,989 for the period ended June 30, 2020 and is
included in the accompanying statement of functional expenses under interest expense.
On August 6, 2020, the Organization entered into a line of credit agreement with J.P. Morgan Chase Bank that
has a maximum borrowing limit of $1,000,000. The line is secured by the Organization’s assets, and expires on
August 6, 2021. Borrowings bear interest at LIBOR plus 3.00% and require monthly payments of interest only.
The line of credit requires an annual pay down for a period of thirty consecutive days.

9.

NET ASSETS WITH DONOR RESTRICTIONS
The balance of net assets with donor restrictions consists of the following:

Balance,
August 1, 2019
Purpose restriction
Time restriction

10.

Contributions

Satisfaction of
Restrictions

Balance,
June 30, 2020

$

226,070
191,558

$

173,411
150,000

$

(96,900)
(241,558)

$

302,581
100,000

$

417,628

$

323,411

$

(338,458)

$

402,581

RETIREMENT PLAN
The Organization maintains a Section 403(b) tax deferred annuity plan which is a retirement savings program
that allows eligible employees to set aside a portion of their respective compensation on a pre-tax basis limited to
the maximum allowed by the law. The Organization matches employees' contributions up to a maximum of 3.0%
of the respective compensation, as defined. During the period ended June 30, 2020, the Organization contributed
$48,432.

11.

RISK MANAGEMENT
The Organization is exposed to various risks of loss related to torts; thefts of, damage to, and destruction of
assets; injuries to employees; and natural disasters. The Organization maintains commercial insurance to help
protect itself from such risks.
Certain grants and contracts may be subject to audit by the funding sources. Such audits might result in
disallowances of costs submitted for reimbursements. Management is of the opinion that such cost
disallowances, if any, will not have a material effect on the accompanying financial statements. Accordingly, no
amounts have been provided in the accompanying financial statements for such potential claims.
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11.

RISK MANAGEMENT (CONTINUED)
On March 11, 2020, the World Health Organization declared the novel strain of coronavirus (COVID-19) a global
pandemic and recommended containment and mitigation measures worldwide. The impact of the outbreak of the
COVID-19 coronavirus continues to rapidly evolve. The Organization cannot reasonably estimate the duration
and severity of this pandemic; however, economic uncertainties have arisen which could have a material adverse
impact on the Organization’s activities, its financial position and its cash flows. The Organization believes they
are taking appropriate actions to mitigate the negative impact.

12.

CONCENTRATIONS
Financial instruments which potentially subject the Organization to concentrations of credit risk consist primarily
of cash accounts and money market accounts. Financial instruments in financial institutions which are insured by
the Federal Deposit Insurance Corporation or the Securities Investor Protection Corporation are subject to certain
limitations.
The Organization receives a significant portion of its revenues from the New York City Department of Education
(“NYCDOE”) and the New York City Department of Youth and Community Development (“DYCD”), in connection
with the provision of services. A significant amount of this revenue is subject to audit by the NYCDOE, DYCD and
other governmental units. In the opinion of management, any possible disallowances by the related governmental
agencies, resulting from their audit, will not have a material effect on the accompanying financial statements.
Two major funding sources accounted for approximately 45% of total revenue during the period ended June 30,
2020.
Three major funding sources accounted for approximately 67% of contracts and contributions receivable at June
30, 2020.
Three major vendors accounted for approximately 69% of accounts payable at June 30, 2020.

13.

COMMITMENTS AND CONTINGENCIES
Lease
In April 2016, the Organization entered into a lease agreement with a term of ten years and five months for the
office facilities at 39 West 19th Street, New York, NY 10011. The lease provides free rent for the first five months
following the commencement date, fixed as August 1, 2016. The lease also includes an optional five-year
renewal term.
As part of the lease agreement, the Organization was required to pay an initial security deposit of $241,582,
plus additional security deposits every year. The security deposit related to this lease totaled $244,622 as of
June 30, 2020.
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13.

COMMITMENTS AND CONTINGENCIES (CONTINUED)
Lease (continued)
Future minimum rental lease payments are as follows:

Year ending June 30,
2021
2022
2023
2024
2025
Thereafter

$

534,477
550,512
567,027
584,038
601,559
987,289

$

3,824,902

Rent expense for the period ended June 30, 2020 was $494,564 and is included in occupancy costs on the
statement of functional expenses.
Employment Contract
The Organization has an employment contract with the Chief Executive Officer ("CEO") stipulating duties,
compensation and benefits. The employment contract automatically renews annually unless the CEO resigns or
is terminated.
14.

SUBSEQUENT EVENTS
On January 21, 2021, the Organization received a second PPP loan granted by the Small Business
Administration under the CARES Act in the amount of $780,122. The Organization is currently evaluating the loan
forgiveness guidelines issued by the Small Business Administration.
The Organization has evaluated events through February 25, 2021, which is the date the financial statements
were available to be issued.

17

SUPPLEMENTARY INFORMATION

URBAN ARTS PARTNERSHIP
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE PERIOD FROM AUGUST 1, 2019 TO JUNE 30, 2020

FEDERAL
CFDA
NUMBER

GRANT NUMBER

Education Innovation and Research

84.411C

U411C180192

Arts in Education

84.351D

U351D180084

FEDERAL GRANTOR/PASS-THROUGH GRANTOR/PROGRAM

FEDERAL
EXPENDITURES

U.S. DEPARTMENT OF EDUCATION
Office of Innovation and Improvement
$

554,273
434,344

Total United States Department of Education Office of Innovation and Improvement

988,617

NATIONAL ENDOWMENT FOR THE ARTS
Promotion of the Arts Grants to Organizations and Individuals

45.024

1854803-51-19

42,500

Total National Endowment for the Arts

Total Expenditures of Federal Awards

42,500

$

1,031,117

The accompanying notes are an integral part of this schedule.
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1.

BASIS OF PRESENTATION
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal award
activity of Urban Arts Partnership (a not-for-profit organization) (the “Organization”) under programs of the
federal government for the period from August 1, 2019 to June 30, 2020. The information in this schedule is
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (“Uniform
Guidance”). Because this Schedule presents only a selected portion of the operations of the Organization, it
is not intended and does not present the financial position, changes in net assets or cash flows of the
Organization.

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement. Pass-through entity identifying numbers
are presented where available and when applicable.

3.

RELATIONSHIP TO BASIC FINANCIAL STATEMENTS
Federal financial awards are reported in the statement of activities as Federal grant revenue. In certain
programs, the expenditures reported in the basic financial statements may differ from the expenditures
reported in the schedule of expenditures of federal awards due to program expenditures exceeding grant or
contract budget limitations, which are not included as federal awards.

4.

SUB-RECIPIENTS
Of the federal expenditures presented in the Schedule, the Organization provided no federal awards to subrecipients.

5.

INDIRECT COST RATE
The Organization has elected to use the 10 percent de minimis indirect cost rate allowed under the Uniform
Guidance.
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance With Government Auditing
Standards
To the Board of Directors
Urban Arts Partnership
We have audited, 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, the financial statements of Urban Arts Partnership (the “Organization”),
which comprise the statement of financial position as of June 30, 2020, and the related statements of activities,
functional expenses, and cash flows for the period from August 1, 2019 to June 30, 2020, and the related notes
to the financial statements, and have issued our report thereon dated February 25, 2021.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Organization’s internal control
over financial reporting (“internal control”) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Organization’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Organization’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 Organization’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 the Organization’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statements. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.
We noted certain matters that we reported to management of the Organization in a separate letter dated February
25, 2021.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Organization’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Organization’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

New York, NY
February 25, 2021

Independent Auditor’s Report on Compliance With The Major Federal Program and on Internal Control
Over Compliance in Accordance with the Uniform Guidance
To the Board of Directors
Urban Arts Partnership
Report on Compliance for the Major Federal Program
We have audited Urban Arts Partnership’s (the “Organization”) compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (“OMB”) Compliance Supplement that
could have a direct and material effect on the Organization’s major federal program for the period from August
1, 2019 to June 30, 2020. The Organization’s major federal program is identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.
Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal program.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance with the Organization’s major federal program based
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance
in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations (“CFR”) Part 200,
Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (“Uniform
Guidance”). Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the Organization’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance with the major federal
program. However, our audit does not provide a legal determination of the Organization’s compliance.
Opinion on Major Federal Program
In our opinion, the Organization complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the period from
August 1, 2019 to June 30, 2020.
Report on Internal Control over Compliance
Management of the Organization is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the Organization’s internal control over compliance with the types of requirements
that could have a direct and material effect on the major federal program to determine the auditing procedures
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for the major
federal program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Organization’s internal control
over compliance.

Report on Internal Control over Compliance (Continued)
A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

New York, NY
February 25, 2021

URBAN ARTS PARTNERSHIP
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2020

SECTION I – SUMMARY OF AUDITOR’S RESULTS

Financial Statements
Type of auditor’s report issued on whether the financial
statements were prepared in accordance with U.S. GAAP:

Unmodified

Internal control over financial reporting:
Material weakness (es) identified?
Significant deficiency (ies) identified?

Yes
Yes

______
______

Noncompliance material to financial statements noted?

Yes

______

No
__√___
None
Reported__√___
No
__√___

Federal Awards
Type of auditor’s report issued on compliance for the major program: Unmodified
Internal control over the major program:
Material weakness (es) identified?
Significant deficiency (ies) identified?

Yes
Yes

______
______

No
__√___
None
Reported__√___

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)?

Yes

______

No

__√___

Identification of Major Program:

Name of Federal Program
Education Innovation and Research

CFDA Number
84.411C

$

Expenditures
554,273

Dollar threshold used to distinguish between Type A and Type B programs: $750,000
Auditee qualified as low-risk audittee:

Yes

√

No

SECTION II – FINANCIAL STATEMENT FINDINGS
None noted.
SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None noted.
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Financial Statement Findings
Finding: 2019-001 – Unrecorded Credit Card Transactions CFDA Nos.: All
Condition: The Organization did not record credit card transactions but paid the balance on the credit card
statement.
Current Status: Credit card transactions were recorded to the proper accounts on an accrual basis during
the period ended June 30, 2020. This finding has been corrected.
Finding: 2019-002 – Program Budget Deficits CFDA Nos.: All
Condition: Actual program expenses exceeded the contractual reimbursable ceiling and the excess cannot
be invoiced.
Current Status: There was increased management oversight with respect to internal financial reporting and
budgeting. Any losses were less substantial during the period ended June 30, 2020. This finding has been
corrected.
Finding: 2019-003 – Financial Closing and Reporting CFDA Nos.: All
Condition: The process to close the books and prepare financial statements included recording a
significant number of manual post-closing entries. For the year ended July 31, 2019, there were
approximately 28 manual journal entries that were recorded after the books were closed for the year.
Current Status: The Organization performed various analyses and reconciliations throughout the period
and established effective review and reconciliation policies and procedures. There were significantly less
journal entries recorded after the books were closed for the period ended June 30, 2020. This finding has
been corrected.
Federal Award Findings and Questioned Costs
Finding: 2019-004 – The Data Collection Form Not Filed Within Nine Months of Year-End CFDA Nos.: All
Condition: The Data Collection Form was not filed timely.
Current Status: The audit was issued within nine months of the period-end, and accordingly, the Data
Collection Form was filed timely. This finding has been corrected.
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