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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of
SPACES, Inc.
Cleveland, Ohio

We have audited the accompanying financial staterments of SPACES, Inc.(a 501{c)(3) nonprofit organization), which
comprise the statement of financial position as of December 31, 2019, and the related statements of activities,
functional expenses, and cash flows for the year then ended, and the relaled notes to the financial statements.

Management’s Responsibility for the Financial Statements

these financial statements in accordance
{ America; this includes the design,
2ton and fair presentation of financial

Management is responsible for the preparation and fair presentatio
with accounting principles generally accepted in the United .
implementation, and maintenance of internal control relevant, to the prep
statements that are free from material misstatement, whet

Auditor’s Respansibility

Our responsibility is to express an opinion on these finapéial statements based on‘aur audit. We conducted our
audit in accordance with auditing standards generally accépted in the tnited States of America. Those standards
require that we plan and perform the audit to obtain reasonable: ¢e about whethertha financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence aboitthe 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 drigrror. In making those risk assessments,
the auditor considers internal control relevant o the entity's preparation®add fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circlimstances, but not for the purpose of
expressing an opinion on the effectiveness of the entily's internal contrel. Accardingly, 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
opinion.

evidence we have obtained is sufficient and appropriate to provide a basis for our audit

Opinion

In our opinion, t ncial statemer eferred to.above present fairly, in all material respects, the financial position

We have previously audited th ES, Inc. December 31, 2018 financial statements, and we expressed an
unmodified audit opinion on those agdited financial statements in our report dated June 6, 2019. In our opinion, the
summarized comparative informa on presented herein as of and for the year ended December 31, 2018, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

SAMUEL, KELLOGG & CO., INC

Cleveland, Chio
July 20, 2020
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SPACES, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED, DECEMBER 31,

2019 2018
CASH FLOW FROM OPERATING ACTIVITIES:
Change in net assets $ {182,097) 57,092
Adjustments to reconcile net income to net cash provided
by operating activities:
Depreciation $ 59,750
Changes in operating assets and liabilities:
{Increase) Decrease in Grants and accounts recelva &} {65,151)
{Increase) Decrease in Pledge receivable 107,192
{increase) Decrease in Prepaid expenses; (8,658)
Increase (Decrease) in current Ilab|l|t|es (18,243)
Total adjustments . $ 74,880
Net cash provided by operating activities | $ 131,982
CASH FLOW FROM INVESTING ACTIVITIES:
Purchase of property and equipment $ (8,750) (33,993)
[nvestment in endowment fund - (100}
(Income) loss in endowment fund (8,910) 3,803
Net cash (used by) investing activities g (17,660} (30,190)
CASH FLOW FROM FINANCING ACTIVITIES:
Principal payments on mortgage payable $ (209,296) {227,434)
i by (used by) financing acﬁv_ities' % (209,296) (227,434)
$ (138,140) (125,642)
543,037 668,679
$ 404,897 543,037

Cash and cash equivalgnts at end of y

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



SPACES, INC.
Notes to the Financial Statements

{1) NATURE OF OPERATIONS AND MISSION:

SPACES is the resource and public forum for artists who explore and experiment. 1tis the
only visual art organization in Ohio that solely commissions the creation of new art.
SPACES is a presenting contemporary art venue located on the west side of downtown
Cleveland, currently operating four programs to feature newly commissioned artwerk and
educate audiences: R&D (Research & Development), SWAP (SPACES World Artists Program),
The Vault, and SPACES Creative Engagement Campaign,

cers to articulate their research
ibition or project. These exhibitions
R & D is a continuation of

The R & D program invites artists, curators and other cultural pi
and development of ideas and objects through a supported
and projects may be group, solo, or collaborative ende
SPACES' original pregramming established in 1978,

The SPACES World Artists Program (SWAP) is . or international, U.S. and

local artists, founded in 2002 to foster culturatiexchange between audiences in Northeast Ohio

and artists from around the world. SWAP re_j encies are intensive opportunltles for
experimental artists to produce and present new work. SWAP supports artigts-in-residence

in the creation, presentation and discussion of new ork, whilgfacilitating oppo' mities

for them to collaborate with area artists and audien

rt. Work is added to The Vaulton a
>PACES is one of the most robust

The Vault features a variety of experlmental video and sou
quarterly basis, selected by noteworthy curators. The Vaul
video arts program in the state.

Additionally, through our Creative Engagement Campaign, we collaborate with presenting artists to
develop related programming for audiences of all ages and backgrounds. The Creative Engagement
Campaign is designed to form deep connections with audience members of all backgrounds
and provide customized arts programming to Cleveland's most vulnerable residents.

tweb address is WWW.SPACEScle.org. The SPACES

(2)

The Organization reborts its financial pesition and activities according to these categories of
net assets.

A description of these categories is as follows -

Net assets without donor restrictions:
Include the net assets that are free of daner restyictions and are available for any purpose,

Net assets with donor restrictions:
Include the net assets from contributions or other inflows where the use is limited by
donor imposed restrictions that either expire by the passage of time or can be fulfilled
and removed by actions of the Organization. In addition this category may include
net assets from contributions or other inflows where the use is limited by donor which



limit the use of the funds by the Organization.

c.) Depieciation -

Property and equipment accounts are depreciated utilizing the straight-line method based
on estimated service lives of the property. Major classes of property and equipment,
useful lives and accumulated depreciation af December 31, 2019 and 2018 is as follows:

Estimated Accumulated Depreciation
Assets Useful Life Costs 2019 2018

Land $ 51,800 $ - 3 -

Building and improvements 40 years 1,898,755 183,735 102,315

Furniture and equipment 5 years i 0 25387 18,067

Computers 5 years 18,083 17,175

Website design 5 years 7,600 -

Software 3 years 6,195 6,195
211,000 i 143,752

Depreciation expense for the year ended Degemb

3048 totaled $67,248 and $59,750,
respeclively. i

d.} Property and equipment -

Property and equipment are stated at cost. Contributed:gssets are recorded at their fair
market value at the date of receipt. Maintenance and repairs are charged to income while
expenditures for renewals which proleng the life of the assets.are capitalized. A provision
for depreciation of assets is recorded by a charge against incemig at rates considered adeguate
to amortize the cost of such assets over their estimated useful life

e.} Contributions -

The Organization recognizes contributions of pro.pérty as income on the date received.
Pledges or grants are recognized on the date the Organization is notified of the donation.

LIrGe gonsiders all contributions to be without donor restriction unless the donor has
restricted the donation-to a specific use or a specific period of time. Amounts received that are
e reported as net assets with donor restrictions,

The Company considers ﬁl[‘highly liguid investments with a maturity of three months or less to
be cash equivalents.

h.) Donated Services -

Accounting principals generally accepted in the United States of America requires that for denated
services lo be recognized in the financial statements, the services must either create or
enhance a non-financial asset or be a specialized skill, provided by an entity possessing those
skills, that would have been purchased if not donated.

The Organization has recognized $8,716 and $16,497, respectively during 2019 and 2018 in donated
design, professional, program services, and in-kind goods,

A number of volunteers have donated significant amounts of their time assisting SPACES programs,



management and internal functions through various committee assignments. These donated services
have not been recognized in the accompanying financial statements because the criteria for
the recognition of such voluntesr efforts have not been satisfied.

i.} Receivables -

The Organization follows the allowance method for providing for potential uncollectible accounts. In
the opinion of management, at December 31, 2019 and 2018, a reserve of $10,000 has been recorded
for potential pledges that may not be realized. The Organization wrote off $0 in pledge receivables
during 2019 and 2018.

i.) Advertising costs -

Advertising costs are expensed as incurred.

k. Compensated absences -

The employees of the Organization are enfitled to g
off depending on job classification and length o
the cost of those compensated absences whi
accrual is not deemed material for the years,

ays, sick days, and personal days
ce. The Organization's policy is to recognize
ctually paid to the employees. The cost of this
119 and 2018.

) Use of estimates -

c::'ounting principles ge.hérally accepted
ke estimates and assumptions that
dingly, actual results could differ from

The preparation of financial statements in conformity W
in the United States of America requires management to:
affect certain reported amounts of assets and liabilities, AG
those estimates.

i} Liguidity and Availability -

SPACES, Inc. manages its cash available to meet general expenditures following these guiding
principles:

£a ithin a prudent range of financial soundness and stability,

Maintaining ade::' ate liquid-assets, and

2019 2018
Cash and cash equivalents $ 283,189 $ 464,899
Accounts receivable - 1,460
Grants receivable for general operations 34,962 34,962
Pledge receivables for general operations 40,000 114,054
3 358,151  § 515,375

{3) CLASSIFICATION OF FUNCTIONAL EXPENSES:

The expenses of SPACES, Inc. have been classified under the following functions:

Program expenses
Includes all costs associated with carrying out the purpose and mission of the Organization.




(4)

{5)

Management and general
Includes the costs necessary to maintain an equitable employment program; ensure an
adequate working environment; provide coardination and articulation of the Organization's
program strategy through the Office of the Executive Director; secure proper administrative
functioning of the Board of Trustees; maintain competent legal services for the program
administration of the Organization; and to manage the financial and budgetary responsibilities
of the Organization.

Fund raising
Includes the costs to provide the structure necessary to encourage and secure financial
support from individuals, corporations, foundations, and government funding agencies.

NET ASSETS WITH DONOR RESTRICTIONS:

Net assets with donor restrictions consist of funds receive
restricted for a specific purpose or for a specific periog:o _
December 31, 2019 and 2018 the activity of net assets with don,

' be received which are
=, For the year ended
- restrictions is as follows:

Passage of
Time Total

Net assets with denor restrictions - December 31, 2017 $ 320,192
Activity during 2018

Grant income and pledges 359,984 471,146

Released from restrictions during year (287,723) (384,404)
Net assets with donor restrictions - December 31, 2018 291,761 $ 396,934
Activity during 2019

Grant income and pledges 187,819 140,230 328,049

Released from restrictions dusing year {156,867) (215,283) (376,150)
Net-assels with donor restrictions - December 31, 2019 5 136,125 § 212,708 % 348,833

ENDOWMENT ASSE

an endowment fund with the Cleveland Foundation.
nt is to support the Organization's mission. Under terms
ation has agreed to limit annual distributions io 5%
ntvalue. The principal of the fund may be distributed
; majority of the voting members during a meeting
during which a qudt “board of directors is present. Funds from this endowment
may be used for purc , relocating and renovating a historic building on the near west side
of Cleveland. The valuéreported is the fair market value provided to the Organization
by the Cleveland Foundation.

The following table summarizes the activity for the fair value measurement using significant
unobservable inputs for 2019 and 2018:

Market value at January 1, 2018 3 48,021
Investment eamings (3.458)
{nvestment fees (345)
Additions to the endowment 160
Distributions -

Market value at December 31, 2018 3 44218

Investment earnings 9,396



(6)

{7)

Investment fees (486)
Additions to the endowment -
Distributions -

Market value at December 31, 2019 3 53,128

PURCHASE AND RENOVATION OF NEW GALLERY:

On June 28, 2016, SPACES, Inc. purchased a 100% membership interest in 2800 Detroit Avenue
Gallery, LLC, an Ohic limited liahility company for $1,050,000 from Hingetown Holdings, LLC.
The major asset of 2900 Detroit Ave. Galiery, LLC consisted of the ground floor air-rights to a
building located at 2800 Detroit Ave. in Cleveland, OH. Under terms of this purchase, SPACES, inc.
received a credit of $150,000 towards this purchase, as a bargain sale contribution, which has been
applied against an outstanding pledge receivable from the sole.member of Hingetown Holdings, LLC.,
the previous owner of 2900 Detroit Ave. LLC. Itis on this si SPACES, Inc. has created
its new gallery.

In addition to the purchase, SPACES, Inc. has expen

tely $950,000 for renovation
costs, equipment, and furniture for this new facii S

MORTGAGE PAYABLE:

ew gdllery, SPACES, Inic.,’
$800,000 with Hingetows Holdings, LLC for
gage is payable in 60 monthly

at the rate of 5% beginning July 1, 2016

In connection with the purchase and renovation of t
single member LLC, entered into a mortgage payabig
the purchase of the ground fioor air-rights parcel. Th
installments of $5,280 which includes principal and intere!
with a balloon payment due on July 1, 2021. Beginning in 2048,.8PACES began making
accelerated principal payments in order to retire the debt prior tg thjs required balloon payment.
During 2019 and 2018, SPACES made additional payments of $168:000 and $198,000, respectively.

The required malturities of this long-term debt during the next five years are as follows:

YEAR AMOUNT
2020 $ 48,100
2021 278,868
2022
2023
2024 -

| s 3008

) IN FUTURE PERIODS:

As of December 31, 20¢ & Organization has received natification of donations
for specific programs froin various Foundations. These assets are reflected as net assets
with donor restrictions until such time that they are expended for their intended purpose.
Of the donations to be received in fuiure periods, these funds should be received over the
following periods:

To be Received 2019
In less than one year % 148,895
Between one year and fiye years 3,420

In more than five years

$ 162,315

Also, as of December 31, 2019 the Organization has outstanding pledges related to the capital



(9)

(10)

(11)

(12)

campaign. These pledges are recorded after being discounted to the net present value of the future
anticipated cash flows. These pledges are reflected as net assets without donor restrictions since
the facility has been completed. Of the donations to be received in future periods, these funds
should be received as follows:

Capital Campaign - To be Received 2019
In less than one year $ 40,000
Between one year and five years 23,750
In more than five years -
$ 63,750
Less:
Allowance for uncollectible pledges {10,000)

Discount, at 3% {2,459)

$ 51,291

PENSION PLAN:

The Organization has adopted a simple IRA plar.* For the years end.e‘é;' cember 31, 2019 and 2018
the Organization made a match of $4,708 an; _$4 537, respectively for the amount deferred by
participating employees. i By

CONCENTRATIONS OF RISK:

Financial instruments that potentially subject the Agency toigancentrations of credit risk
consist principally of temporary cash investments. The Orgapization maintains its cash
with financial institutions and limits the amount of credit exposurg fo any one financial institution.

LEASE COMMITMENTS:

The Organization has entered into various non-cancellable operating lease agreements for
certain office equipment with initial [ease terms in excess of one year.

: 2019, the Organization is obligated for the following annual lease commitments:

YEAR AMOUNT
2020 $ 4,500
2021 4,500
2022 4,500
2023 4,500
2024 2,625

5 20625

SUBSEQUENT EVENTS

In preparing these financial statements, the Organization has evaluated events, and transactions
for potential recognition or disclosure through July 20, 2020, the date financial statements
were available to be issued. Spaces, Inc. is dealing with the pandemic crisis that has
effected the operations of all organizations in the United States. During this mandated shut
down of their operations and currently restricted operations, by the State of Ohio, Spaces, Inc. has
availed themselves of government assistance, where available, and is managing its resources
prudently until they are able to fully reonen. Additicnal funds, the Organization has been successful
in receiving, includes a SBA loan of $48,500, which should be able to be forgiven, and a grant
from the National Endowment of the Arts in the amount of $50,000.




