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DﬂVIEI" KAPLAN

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Organization for Transformative Works, Inc.

We have audited the accompanying financial statements of the Organization for Transformative
Works, Inc. (a not-for-profit organization), which comprise the statement of financial position as of
December 31, 2019, and the related statements of activities and changes in net assets, functional
expenses and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of the financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors’ 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. 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 auditors’ 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.

Davie Kaplan, CPA, P.C.
1000 First Federal Plaza - Rochester, New York 14614

Tel: 585-454-4161 - Fax: 585-454-2573 - www.daviekaplan.com



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization for Transformative Works, Inc. as of December 31, 2019, and
the changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Organization for Transformative Works, Inc.’s December 31, 2018
financial statements, and we expressed an unmodified audit opinion on those audited financial
statements in our report dated November 8, 2019. In our opinion, the summarized comparative

information 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.

Dovic Mg, cPA | P<.

Rochester, NY

October 28, 2020
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Davie Kaplan, CPA, P.C.
Certified Public Accountants



ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Statement of Financial Position
As of December 31, 2019

with Comparative Totals for December 31, 2018

Current assets
Cash and cash equivalents

Donations receivable
Prepaid expenses

Property and equipment

Servers and equipment
Less: Accumulated depreciation

Other assets

Deferred expenses

Current liabilities
Accounts payable
Net assets

Net assets without donor restrictions

2019 2018
ASSETS

$1,310657 $ 890,233
10,356 6,682
10,634 10,634
1,331,647 907,549
524,424 405,435
(326,770) (253,141)
197,654 152,294
3,333 13,967
$1,532,634  $1,073810

LIABILITIES AND NET ASSETS
$ 447 $ -
1,532,187 1,073,810
$1,532,634  $1,073,810

The accompanying Notes to Financial Statements
are an integral part of this statement.
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ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Statement of Activities and Changes in Net Assets For the Year Ended December 31, 2019

with Comparative Totals for the Year Ended December 31, 2018

Revenues
Direct contributions

Donations from matching programs
In-kind revenue

Other income

Interest income
Miscellaneous income

Expenses

Program
Fundraising
Management and general

Increase in net assets

Net assets without donor restrictions, beginning of year

Net assets without donor restrictions, end of year

2019 2018

$ 687,449 $ 457,789
45,798 19,113
190,423 476,868
923,670 953,770
395 376

430 468

825 844
314,579 295,513
47,497 28,508
104,042 385,196
466,118 709,217
458,377 245,397
1,073,810 828,413
$1,532,187  $1,073,810

The accompanying Notes to Financial Statements

are an integral part of this statement.
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ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Statement of Functional Expenses For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Management Total Total
Program Fundraising and General 2019 2018

In-kind expense $ 132,455 $ - $ 57,968 $ 190,423 $ 476,868
Server and programming fees 75,287 - 3,962 79,249 70,434
Professional fees - - 27,890 27,890 33,094
Transaction fees - 26,349 - 26,349 17,484
Contractor service fees 15,250 - - 15,250 3,860
Supplies and materials 10,634 916 2,360 13,910 13,086
Postage and freight - 9,778 2,591 12,369 4,401
License fees 10,986 - 730 11,716 12,954
Advertising - 10,429 - 10,429 7,591
Insurance - - 3,241 3,241 3,417
Telephone and internet - - 1,176 1,176 1,176
Banking fees - 25 443 468 336
Books and subscriptions 19 - - 19 439
Legal expenses - - - - 1,575
Travel - - - - 1,170
Printing and reproduction - - - - 26
Training and certification - - - - 24

Total expenses before depreciation 244,631 47,497 100,361 392,489 647,935
Depreciation 69,948 - 3,681 73,629 61,282

Total $ 314,579 $ 47,497 $ 104,042 $ 466,118 $ 709,217

The accompanying Notes to Financial Statements

are an integral part of this statement.




ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Statement of Cash Flows For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Cash flows from operating activities

Increase in net assets
Adjustments to reconcile change in net assets to
net cash flows provided by operating activities
Depreciation

Increase (decrease) in cash and cash equivalents due to
changes in operating assets and liabilities
Donations receivable
Prepaid expenses

Deferred expenses
Accounts payable

Cash flows for investing activities

Cash paid for purchase of property and equipment
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

2019 2018
$ 458377 $ 245397
73,629 61,282
532,006 306,679
(3,674) 4,601

- 399

10,634 9,366
447 (827)
539,413 320,218
(118,989) (137,065)
420,424 183,153
890,233 707,080
$1,310657 $ 890,233

The accompanying Notes to Financial Statements

are an integral part of this statement.
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ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Notes to Financial Statements
For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Description of Organization

Organization for Transformative Works, Inc. (“the Organization”) was incorporated as a
nonprofit corporation in the State of Delaware on September 5, 2007, and has 501(c)(3)
nonprofit status under the Internal Revenue Code. The Organization was established by fans
to serve the interests of fans by providing access to and preserving the history of fanworks
and fan culture in its myriad forms. The Organization is a collaborative effort initiated and
driven by fans for fans. Over 700 volunteers contribute to the Organization’s siX major
projects (Archive of our Own; Open Doors; Fanlore; Legal Advocacy; Transformative Works &
Cultures; Con Outreach) as well as fundraising, membership development, and internal
management and administration.

Summary of Significant Accounting Policies

Basis of accounting

The financial statements of the Organization are prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America

(“U.S. GAAPY).

New accounting pronouncements

In May, 2014 the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606), which
outlines a single comprehensive model for entities to use in accounting for revenue arising
from contracts with customers. The new model creates a five-step process for revenue
recognition that focuses on recognizing revenue based on distinct performance obligations
detailed within the contract, and determining whether revenue should be recognized at a point
in time or over time. Under the new standard, enhanced disclosures regarding the nature,
amount, timing and uncertainty of revenues and cash flows from contracts with customers are
required. The guidance is effective for annual periods beginning after December 15, 2018,
with early adoption permitted, and requires a modified retrospective approach. The
Organization has adopted this guidance for the year ended December 31, 2019.

Management has analyzed the impact surrounding the implementation of ASU No. 2014-09,
and has determined that there is not a material impact. As a result, no adjustment was
necessary to opening retained earnings for the current year.

In June, 2018 the FASB issued ASU 2018-08, Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Made. This standard assists entities in
evaluating whether transactions should be accounted for as contributions or exchange
transactions and determining whether a contribution is conditional. The guidance is effective
for annual periods beginning after December 15, 2018, with early adoption permitted, and
requires a modified prospective approach. The Organization has adopted this guidance for the
year ended December 31, 2019.



ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Notes to Financial Statements
For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Summary of Significant Accounting Policies (Continued)

New accounting pronouncements (Continued)

Management has analyzed the impact surrounding the implementation of ASU No. 2018-08,
and has determined that there is not a material impact.

Financial statement presentation

The financial statements are presented in accordance with FASB Accounting Standards
Codification (ASC) Topic 958, Financial Statements of Not-for-Profit Organizations. The
Organization is required to report information regarding its financial position and activities
according to two classes of net assets: net assets without donor restrictions and net assets
with donor restrictions.

Net assets and changes therein are classified and reported as follows:

Without donor restrictions - Net assets that are not subject to donor-imposed
stipulations.

With donor restrictions - Net assets subject to donor-imposed stipulations that will be
met either by actions and/or the passage of time or net assets subject to donor-
imposed stipulations that will be maintained permanently.

Donations receivable

The Organization considers donations receivable to be fully collectible; accordingly, no
allowance for doubtful donations is required. If amounts become uncollectible, they will be
charged to operations when that determination is made.

Contributed materials and services

Contributed materials and services are reflected in the financial statements at the estimated
fair value of the materials and services received. The contributions of services are recognized
if the services received (a) create or enhance non-financial assets or (b) require specialized
skills that are provided by individuals possessing those skills and would typically need to be
purchased if not provided by donation.

Use of estimates

The preparation of financial statements in accordance with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of 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.



ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Notes to Financial Statements
For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Summary of Significant Accounting Policies (Continued)

Cash and cash equivalents

The Organization maintains cash and a certificate of deposit at one financial institution which
may exceed federally insured amounts at times.

Property and equipment

Donations of property and equipment are recorded as support at their estimated fair value.
Such donations are reported as unrestricted support unless the donor has restricted the
donated asset to a specific purpose. Assets donated with explicit restrictions regarding their
use and contributions of cash that must be used to acquire property and equipment are
reported as restricted support. Absent donor stipulations regarding how long those donated
assets must be maintained, the Organization reports expirations of donor restrictions when the
donated or acquired assets are placed in service as instructed by the donor. The
Organization reclassifies net assets with donor restrictions to net assets without donor
restrictions at that time. Property and equipment are depreciated using the declining balance
method over the estimated useful lives of the related assets, which are 5 years. Maintenance
and repairs are charged to operations as incurred. Significant improvements or renewals are
capitalized.

Contributions

Contributions received are recorded as contributions with donor restrictions or contributions
without donor restrictions depending on the existence and/or nature of any donor restrictions.
Contributions which have any restrictions satisfied in the same period they are received are
recorded as increases in net assets and are reflected as without donor restrictions.

The Organization did not receive any contributions with donor restrictions during the years
ended December 31, 2019 and 2018. '

Functional allocation of expenses

The costs of providing program services, fund raising and management and general functions
have been summarized on a functional basis in the statement of activities. Accordingly, certain
costs have been allocated based upon management estimates.



ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Notes to Financial Statements
For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Summary of Significant Accounting Policies (Continued)

Income taxes

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code and application of state law.

The accounting standard on accounting for uncertainty in income taxes addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return
should be recorded in the financial statements. Under that guidance, the Organization may
recognize the tax benefit from an uncertain tax position only if it is more likely than not that the
tax position will be sustained on examination by taxing authorities based on the technical
merits of the position. Examples of tax positions include the tax-exempt status of the
Organization and various positions related to the potential sources of unrelated business
taxable income (UBIT). The tax benefits recognized in the financial statements from such a
position are measured based on the largest benefit that has a greater than 50% likelihood of
being realized upon ultimate settlement. There were no unrecognized tax benefits identified or
recorded as liabilities for the years ended December 31, 2019 and 2018.

The Organization files its Form 990 in the U.S. federal jurisdiction and the office of the state’s
attorney general for various states. The Organization is generally no longer subject to
examination by the Internal Revenue Service for years before 2016.

Recognition and public relation costs

Recognition and public relation costs are expensed as incurred.

Revenue recognition

Revenue is recorded when earned. Contributions are recorded when received or when an
unconditional promise to give has been established.

Management’s review of subsequent events

The Organization evaluated events occurring between the end of the most recent calendar
year and October 28, 2020, the date the financial statements were available to be issued.

Comparative Totals for the Year Ended December 31, 2018

The totals presented for the year ended December 31, 2018 are for comparative purposes
only and are not intended to be a full and complete disclosure.



ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Notes to Financial Statements
For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Advertising

Advertising costs amounted to $10,429 and $7,591 for the years ended December 31, 2019
and 2018, respectively. These advertising expenses are comprised of gifts to donors,
maintenance of donor databases, and promotional events for Con Outreach.

Contributed Materials and Services

Contributed services of $190,423 and $476,868 were recorded as operating contributions
during the years ended December 31, 2019 and 2018, respectively.

The following is a summary of the In-kind expenses listed on the statement of functional
expenses for which the contributed services were utilized:

2019 2018
Donated legal services $190,423 $476.868

The Organization records contributed services that (a) create or enhance non-financial assets
or (b) require specialized skills that are provided by individuals possessing those skills and
would typically need to be purchased. The Organization considers all services provided by
volunteers valuable; however, specific services such as legal services, specialized accounting
services and other professional expenses are required to be recorded on the financial
statements in accordance with FASB ASC Topic 958.

Liguidity

As of December 31, 2019, the Organization had $1,321,013 of financial assets available
within one year of the balance sheet date to meet cash needs for general expenditures
consisting of cash and cash equivalents of $1,310,657 and donations receivable of $10,356.
As of December 31, 2018, the Organization had $896,915 of financial assets available within
one year of the balance sheet date to meet cash needs for general expenditures consisting of
cash and cash equivalents of $890,233 and donations receivable of $6,682. None of the
financial assets were subject to donor or other contractual restrictions that make them
unavailable for general expenditure within one year of the balance sheet date.

The Organization has a goal to maintain financial assets, which consist of cash and cash
equivalents and donations receivable, on hand to meet 60 days of normal operating
expenses, which are on average $80,000. The Organization has a policy to structure its
financial assets to be available as its general expenditures, liabilities and other obligations
come due.
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ORGANIZATION FOR TRANSFORMATIVE WORKS, INC.

Notes to Financial Statements
For the Year Ended December 31, 2019
with Comparative Totals for the Year Ended December 31, 2018

Liguidity (Continued)

The following reflects the Organization's financial assets (total assets, less nonfinancial assets
such as prepaid expenses, deferred expenses, and property and equipment as of December
31, 2019 and 2018):

2019 2018
Total assets $1,5632,634 $1,073,810
Less: Non-financial assets:
Prepaid expenses (10,634) (10,634)
Deferred expenses (3,333) (13,967)
Property and equipment, net (197.654) (152,294)

Financial assets available to meet cash needs for

general expenditures within one year $1,321,013 $ 896,915

Subsequent Event

The World Health Organization declared the coronavirus (COVID-19) to be a public health
emergency on January 30, 2020. On March 13, 2020, President Trump declared a national
emergency in the United States. Management is evaluating the impact of the coronavirus on
operations daily. This evaluation includes the direct effect on internal operations as well as
potential changes in demand for product/services, the effect on supply chains, service providers,
and business partners. As of the report date, the impact on operations and financial results
cannot be determined.
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