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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
The Adoption Exchange, Inc.
Aurora, Colorado

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

We have audited the accompanying consolidated financial statements of The Adoption Exchange, Inc.
(the "Organization"), which are comprised of the consolidated statements of financial position as of
June 30, 2016 and 2015, and the related consolidated statements of activities,  functional expenses, and
cash flows for the years then ended, and the related notes to the consolidated financial statements.

MANAGEMENT'S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated financial statements based on our
audits. We conducted our audits 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 consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors' judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity's preparation and fair presentation of the consolidated 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 entity'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 consolidated financial statements.
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To the Board of Directors
The Adoption Exchange, Inc.
Page Two

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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of The Adoption Exchange, Inc. as of June 30, 2016 and 2015, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

OTHER MATTERS

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The schedule of expenditures of federal awards, as required by Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, is presented for purposes of additional analysis and is not a
required part of the consolidated 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 consolidated financial statements. The information has been subjected to the
auditing procedures applied in the audits of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the
consolidated 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 consolidated
financial statements as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated November 8,
2016, on our consideration of the Organization's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is 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
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 the Organization's
internal control over financial reporting and compliance. 

EKS&H LLLP

November 8, 2016
Denver, Colorado



THE ADOPTION EXCHANGE, INC.

Consolidated Statements of Financial Position

June 30,
2016 2015

Assets

Current assets
Cash and cash equivalents $ 516,509 $ 425,487
Receivables

Accounts receivable 161,998 72,512
Grants receivable 227,200 405,650
Promises to give, current portion 29,100 40,380

Prepaid expenses and other assets 58,097 44,819
Total current assets 992,904 988,848

Non-current assets
Long-term promises to give, net of current portion 156,000 205,770
Investments 442,231 520,821
Interest in net assets of Community First Foundation 43,660 46,928
Property and equipment, net 726,274 691,939

Total assets $ 2,361,069 $ 2,454,306

Liabilities and Net Assets

Current liabilities
Accounts payable $ 129,325 $ 333,014
Accrued payroll and benefits 235,412 209,847
Deferred revenue 38,050 46,920
Note payable, current portion 6,646 6,354

Total current liabilities 409,433 596,135

Long-term liabilities
Note payable, net of current portion 155,466 161,941

Total liabilities 564,899 758,076

Commitments and contingencies

Net assets
Unrestricted 1,010,509 882,331
Temporarily restricted 315,538 284,749
Permanently restricted 470,123 529,150

Total net assets 1,796,170 1,696,230

Total liabilities and net assets $ 2,361,069 $ 2,454,306

See notes to consolidated financial statements.
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THE ADOPTION EXCHANGE, INC.

Consolidated Statements of Activities

For the Years Ended
June 30, 2016 June 30, 2015

Temporarily Permanently Temporarily Permanently
Unrestricted Restricted Restricted Total Unrestricted Restricted Restricted Total

Revenues and gains
Individual contributions and support $ 291,620 $ 77,599 $ 3,200 $ 372,419 $ 466,597 $ - $ - $ 466,597
In-kind contributions 268,197 - - 268,197 - - - -
Grants and contracts - federal 2,105,917 - - 2,105,917 2,511,699 - - 2,511,699
Grants and contracts - other 859,390 - - 859,390 519,773 - - 519,773
Investment (loss) income, net - (22,831) - (22,831) - 1,758 - 1,758
Membership and agency revenue 86,863 - - 86,863 77,963 - - 77,963
Special events, net of direct costs of $314,819
(2016) and $369,385 (2015) 847,080 - - 847,080 919,468 - - 919,468

Other revenue 58,674 - - 58,674 16,591 - - 16,591
Total revenues and gains 4,517,741 54,768 3,200 4,575,709 4,512,091 1,758 - 4,513,849

Net assets released from restrictions 86,206 (23,979) (62,227) - 74,264 (72,585) (1,679) -
Total revenues and gains 4,603,947 30,789 (59,027) 4,575,709 4,586,355 (70,827) (1,679) 4,513,849

Expenses
Program services

Adoption programs 1,425,372 - - 1,425,372 1,110,829 - - 1,110,829
Field office grants 486,397 - - 486,397 383,582 - - 383,582
National resource center diligent recruitment 1,162,876 - - 1,162,876 1,090,752 - - 1,090,752
Recruitment response team 49,121 - - 49,121 55,218 - - 55,218
Colorado post-adoption resource center 624,541 - - 624,541 484,051 - - 484,051
New Mexico Step Up! 74,030 - - 74,030 472,370 - - 472,370

Total program services 3,822,337 - - 3,822,337 3,596,802 - - 3,596,802
Support services

General and administrative 356,879 - - 356,879 550,511 - - 550,511
Financial development 296,553 - - 296,553 237,558 - - 237,558

Total support services 653,432 - - 653,432 788,069 - - 788,069
Total expenses 4,475,769 - - 4,475,769 4,384,871 - - 4,384,871

Change in net assets 128,178 30,789 (59,027) 99,940 201,484 (70,827) (1,679) 128,978

Net assets at beginning of year 882,331 284,749 529,150 1,696,230 680,847 355,576 530,829 1,567,252

Net assets at end of year $ 1,010,509 $ 315,538 $ 470,123 $ 1,796,170 $ 882,331 $ 284,749 $ 529,150 $ 1,696,230

See notes to consolidated financial statements.
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THE ADOPTION EXCHANGE, INC.

Consolidated Statement of Functional Expenses
For the Year Ended June 30, 2016

Adoption
Programs

Field Office
Grants

National
Resource

Center Diligent
Recruitment

Recruitment
Response

Team

Colorado Post-
Adoption
Resource

Center
New Mexico

Step Up!
Total Program

Services
General and

Administration
Financial

Development
Total Support

Services Total Expenses

Personnel $ 1,020,141 $ 202,205 $ 398,952 $ 30,313 $ 221,957 $ 27,245 $ 1,900,813 $ 478,121 $ 225,214 $ 703,335 $ 2,604,148
Consultants 21,018 4,238 401,560 11 32,229 28,148 487,204 487 16,553 17,040 504,244
Professional services 10,365 2,541 2,208 344 3,085 10 18,553 23,128 1,886 25,014 43,567
Education and training 6,971 454 - - 140,805 - 148,230 274 79 353 148,583
Family support and adoption
recruitment 42,826 6,527 - - 74,415 - 123,768 - - - 123,768

Printing, publications, and postage 21,385 15,419 6,588 398 852 356 44,998 9,886 14,674 24,560 69,558
Travel and meetings 121,354 23,011 161,259 - 32,580 3,137 341,341 4,181 5,444 9,625 350,966
Occupancy 74,849 29,348 8,359 4,499 19,972 2,319 139,346 33,046 13,256 46,302 185,648
Equipment lease and maintenance 5,351 780 1,189 133 - 729 8,182 687 537 1,224 9,406
Communications and technology 67,936 161,613 19,690 5,840 24,678 1,986 281,743 15,079 13,727 28,806 310,549
Office expense 5,291 3,777 1,514 - 276 1,086 11,944 11,102 531 11,633 23,577
Insurance and bank fees 13,360 3,255 3,184 483 4,123 511 24,916 4,984 2,951 7,935 32,851
Dues and memberships 7,083 956 120 - 181 - 8,340 14,362 1,701 16,063 24,403
Indirect overhead 7,442 32,273 158,253 7,100 69,388 8,503 282,959 (282,959) - (282,959) -
Depreciation - - - - - - - 44,501 - 44,501 44,501

Total $ 1,425,372 $ 486,397 $ 1,162,876 $ 49,121 $ 624,541 $ 74,030 $ 3,822,337 $ 356,879 $ 296,553 $ 653,432 $ 4,475,769

See notes to consolidated financial statements.
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THE ADOPTION EXCHANGE, INC.

Consolidated Statement of Functional Expenses
For the Year Ended June 30, 2015

Adoption
Programs

Field Office
Grants

National
Resource

Center Diligent
Recruitment

Recruitment
Response

Team

Colorado Post-
Adoption
Resource

Center
New Mexico

Step Up!
Total Program

Services
General and

Administration
Financial

Development
Total Support

Services Total Expenses

Personnel $ 791,171 $ 196,993 $ 373,717 $ 41,377 $ 258,536 $ 166,426 $ 1,828,220 $ 453,906 $ 201,466 $ 655,372 $ 2,483,592
Consultants 21,608 3,455 403,463 50 18,164 192,359 639,099 20,147 3,025 23,172 662,271
Professional services - 2,863 4,000 - 905 4,000 11,768 1,442 - 1,442 13,210
Education and training 5,942 2,883 - - 2,656 168 11,649 3,150 391 3,541 15,190
Family support and adoption
recruitment 57,958 3,285 - - 99,239 699 161,181 850 - 850 162,031

Printing, publications, and postage 27,508 26,116 14,642 62 18,087 1,625 88,040 6,550 23,426 29,976 118,016
Travel and meetings 87,203 12,870 137,575 - 11,734 32,206 281,588 10,326 3,144 13,470 295,058
Occupancy 29,878 29,672 27,153 4,193 13,741 13,671 118,308 59,212 1,064 60,276 178,584
Equipment lease and maintenance 7,971 8,643 6,883 1,600 4,015 2,222 31,334 32,892 136 33,028 64,362
Communications and technology 51,860 59,084 16,391 2,752 9,569 9,333 148,989 112,781 36 112,817 261,806
Office expense 10,721 3,281 3,368 232 929 5,879 24,410 8,106 1,031 9,137 33,547
Insurance and bank fees 2,637 2,711 1,800 - 1,500 1,944 10,592 60,188 2,764 62,952 73,544
Dues and memberships 2,357 155 4,451 - 1,410 175 8,548 12,660 1,075 13,735 22,283
Indirect overhead 14,015 31,571 97,309 4,952 43,566 41,663 233,076 (233,076) - (233,076) -
Recoveries of bad debt - - - - - - - (28,637) - (28,637) (28,637)
Depreciation - - - - - - - 30,014 - 30,014 30,014

Total $ 1,110,829 $ 383,582 $ 1,090,752 $ 55,218 $ 484,051 $ 472,370 $ 3,596,802 $ 550,511 $ 237,558 $ 788,069 $ 4,384,871

See notes to consolidated financial statements.
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THE ADOPTION EXCHANGE, INC.

Consolidated Statements of Cash Flows

For the Years Ended
June 30,

2016 2015
Cash flows from operating activities

Change in net assets $ 99,940 $ 128,978
Adjustments to reconcile change in net assets to net cash
provided by operating activities
Depreciation expense 44,501 30,014
Net realized and unrealized losses on investments 23,098 22,066
Contributions restricted for endowments (3,200) -
Changes in assets and liabilities

Accounts and grants receivable 88,964 178,930
Promises to give 61,050 72,585
Prepaid expenses and other assets (13,278) (10,553)
Accounts payable (203,689) 12,885
Accrued payroll and benefits 25,565 136,021
Deferred revenue (8,870) (79,630)

14,141 362,318
Net cash provided by operating activities 114,081 491,296

Cash flows from investing activities
Net sales (purchases) of investments 56,533 (16,611)
Distributions received from Community First Foundation 2,227 1,679
Purchases of property and equipment (78,836) (70,384)

Net cash used in investing activities (20,076) (85,316)

Cash flows from financing activities
Net payments on line-of-credit - (210,000)
Payments on note payable (6,183) (5,965)
Contributions restricted for endowments 3,200 -

Net cash used in financing activities (2,983) (215,965)

Net increase in cash and cash equivalents 91,022 190,015

Cash and cash equivalents at beginning of year 425,487 235,472

Cash and cash equivalents at end of year $ 516,509 $ 425,487

Supplemental disclosure of cash flow information:

Cash paid for interest for the years ended June 30, 2016 and 2015 was $9,170 and $11,975,
respectively.

 

See notes to consolidated financial statements.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies

Organization

The Adoption Exchange, Inc. (the "Organization"), located in Aurora, Colorado, is a non-profit
corporation that was incorporated in the state of Colorado on April 15, 1977 and is a tax-exempt
organization under Section 501(c)(3) of the Internal Revenue Code (the "Code"). The Organization
was created to assist in adoption and other permanent placement of children. Since inception, the
Organization has helped connect over 8,300 children with permanent families, including 304 during
the past year.

The Organization maintains regional offices in Nevada, New Mexico, and Utah. The Organization also
controls Wednesday's Child Foundation, Inc. ("WCF"), a Colorado non-profit corporation, for the
purpose of raising, investing, and managing funds for the enhancement of the Organization's current
and future programs.

Adoption Programs – The purpose of these programs is to facilitate the permanent placement of
children in adoptive homes throughout the United States. In its mission to find forever families for
waiting from foster care children, the Organization has helped to find permanent homes for over 8,300
children since 1983. In fiscal year 2016, the Organization served 1,359 waiting children, 304 of whom
were placed in loving adoptive homes and an additional 243 of whom were finalized. The
Organization's website, www.adoptex.org, had an average of 968 visits each day. In addition, 13,745
individuals received one-on-one answers to adoption inquiries and requests for advocacy or
information, while 1,310 adoptive families and professionals received 5,557 hours of training and
support.

Field Office Grants – Field offices use federal, state, and foundation grants to serve the needs of
Colorado, Nevada, New Mexico, and Utah children and families and to facilitate the adoption process.

National Resource Center for Diligent Recruitment – National Resource Center for Diligent
Recruitment ("NRCDR") assists states, tribes, and territories in developing and implementing
comprehensive, multifaceted diligent recruitment programs in order to achieve improved outcomes,
including permanency and placement stability for children and youth in foster care. NRCDR provides
free technical assistance, publications, and other support to help recruit, support, and develop foster,
adoptive, and kinship families.

Recruitment Response Team – AdoptUSKids Recruitment Response Team ("RRT") replies to
telephone and email inquiries resulting directly from the AdoptUSKids media campaign and website
and follows up with families to answer questions and provide encouragement as they begin the
adoption process. For the years ended June 30, 2016 and 2015, the Organization acted as the RRT in
Colorado, Nevada, and Missouri.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Organization (continued)

Colorado Post-Adoption Resource Center – Colorado Post-Adoption Resource Center ("COPARC") is
a statewide community-based network of services that support families living in Colorado that have
adopted through child welfare from any state in the U.S. Resource coordinators represent COPARC in
the community by providing regional post-adoption resources to families by hosting COPARC
trainings; presenting at conferences; networking with counties, non-profit organizations, and faith
communities to help create resources where they do not currently exist; and providing respite care,
group support, newsletters, and grants. 

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Organization and
WCF. All intercompany accounts and transactions have been eliminated in consolidation.

Basis of Presentation

The Organization reports information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets.

Unrestricted amounts are those currently available at the discretion of the Board of Directors (the
"Board") for use in the Organization's operations and those resources invested in property and
equipment.

Temporarily restricted amounts are assets restricted by donors specifically for certain time
periods, purposes, or programs.

Permanently restricted amounts are assets that must be maintained permanently by the
Organization as required by the donor; but the Organization is permitted to use or expend part or
all of any income derived from those assets.

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, unless held as part of the investment portfolio. The Organization
continually monitors its positions with, and the credit quality of, the financial institutions with which it
invests.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Concentrations of Credit Risk

Financial instruments, which potentially subject the Organization to concentrations of credit risk,
consist principally of cash and cash equivalents, receivables, and investments. The Organization places
its cash and investments with creditworthy, high-quality financial institutions as determined by
management. A significant portion of funds are not insured by the FDIC or related entity. Credit risk
with respect to receivables is generally diversified due to the number of individuals and entities and
creditworthiness of the organizations that comprise the Organization's donor and customer base.

Investments

The Organization reports investments in equity securities with readily determinable fair values and all
investments in debt securities at their fair values with unrealized gains and losses, which are included
in investment income on the consolidated statements of activities.

Promises to Give

Promises to give consist of contributions relating to the Legacy campaign. Promises to give that are
expected to be collected within one year are recorded at their net realizable value, and those that are
expected to be collected in future years are recorded at the present value of estimated future cash
flows. Conditional promises to give are not included as support until such time as the conditions are
substantially met. Management evaluates the need for an allowance for uncollectible accounts and
continually monitors promises to give to assess their collectibility. Management has reviewed
promises to give as of June 30, 2016 and 2015 and determined that an allowance is not necessary. The
Organization had promises to give from one donor totaling 81% and from two donors totaling 80% of
total promises to give as of June 30, 2016 and 2015, respectively.

Accounts and Grants Receivable

Accounts and grants receivable consist primarily of amounts due under contract agreements and other
miscellaneous receivables. The provision for uncollectible amounts is continually reviewed and
adjusted to maintain the allowance at a level considered adequate to cover future losses. The allowance
is management's best estimate of uncollectible amounts and is determined based on historical
collections that are tracked by the Organization on an ongoing basis. The losses ultimately incurred
could differ materially in the near term from the amounts estimated in determining the allowance.
Management has reviewed accounts and grants receivable as of June 30, 2016 and 2015 and
determined that an allowance is not necessary.

Property and Equipment

The Organization capitalizes all property and equipment with a cost or contributed fair value of $3,000
or greater. Depreciation is calculated on the straight-line method over the estimated useful lives of the
assets, which range from 5 to 30 years. Assets included in work in process are not depreciated until
they are completed and placed in service.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Long-Lived Assets

The Organization reviews its long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of the asset may not be recovered. The Organization
looks primarily to the undiscounted future cash flows in its assessment of whether long-lived assets
have been impaired. No assets were impaired during the years ended June 30, 2016 and 2015.

Deferred Revenue

Deferred revenue primarily represents funding received for events that will take place in a future
period.

Contributions

The Organization records contributions as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence and/or nature of any donor restrictions. Contributions are
recognized when cash is unconditionally promised to the Organization. 

Donor-restricted support is reported as an increase in temporarily or permanently restricted net assets,
depending on the nature of the restriction. When a restriction expires (that is, when a stipulated time
restriction ends or purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricted net assets and reported on the consolidated statements of activities as net
assets released from restrictions. When a temporary restriction is satisfied in the same time period the
contribution is received, the revenue is reported as unrestricted.

Revenue

Revenue from government grants, contracts, and special events is recognized in the period in which the
related services are rendered and expenses are incurred.

Functional Expenses

The costs of supporting the Organization's primary programs and other activities have been
summarized on a functional basis on the consolidated statements of activities. Costs are allocated by
management based on the best available estimate of the percentage of each cost element applicable to
each functional area. Expenses incurred directly for a program service are charged to such service. 

In-Kind Contributions

Donated materials are recorded at their fair value on the date received and are recognized as revenue
and expenses on the consolidated statements of activities. During the years ended June 30, 2016 and
2015, in-kind contributions relating to special events totaled $172,193 and $135,778, respectively.
During the years ended June 30, 2016 and 2015, in-kind contributions relating to federal grants totaled
$268,197 and $0, respectively. 
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Donated Services

Amounts are recognized in the consolidated financial statements for voluntary donations of services
when those services create or enhance non-financial assets or require specialized skills provided by
individuals possessing those skills and would typically be purchased if not provided by donation.
Many individuals volunteer their time and perform a variety of tasks that assist the Organization with
specific programs. However, no amounts have been reflected in the consolidated financial statements
for these donated services because they do not meet the criteria for recognition.

Income Taxes

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Code and is
classified as a publicly supported organization under 509(a)(1) of the Code. Accordingly, no provision
for income taxes is made for federal, state, or local taxes. 

The Organization applies a more-likely-than-not measurement methodology to reflect the consolidated
financial statement impact of uncertain tax positions taken or expected to be taken in a tax return. After
evaluating the tax positions taken, none are considered to be uncertain; therefore, no amounts have
been recognized as of June 30, 2016 and 2015. 

If incurred, interest and penalties associated with tax positions are recorded in the period assessed as
general and administrative expenses. No interest or penalties have been assessed for the years ended
June 30, 2016 and 2015.

Use of Estimates

The preparation of consolidated financial statements in conformity with generally accepted accounting
principles ("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
consolidated financial statements and the reported amounts of revenue, expenses, gains, losses, and
other changes in net assets during the reporting period. Actual results could differ from those
estimates.

Subsequent Events

The Organization has evaluated all subsequent events through the auditors' report date, which is the
date the consolidated financial statements were available for issuance. 

Reclassifications

Certain amounts in the 2015 financial statements have been reclassified to conform to the 2016
presentation.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 2 - Interest in Net Assets of Community First Foundation

The Organization participated in the non-profit Preservation Challenge Grant Program established by
the Community First Foundation ("CFF"). The purpose of this program is to assist charitable
organizations with the formation of perpetual endowment funds. Under the terms and conditions of the
grant award, the Organization made irrevocable transfers of permanently restricted funds to CFF, and
CFF matched contributions received by the Organization. 

CFF made distributions to the Organization of $2,227 and $1,679 during the years ended June 30, 2016
and 2015, respectively. Funds held by CFF for the benefit of the Organization are recorded as interest
in net assets of CFF on the consolidated statements of financial position. The Organization's interest in
CFF, including contributions transferred, matching contributions, and investment earnings, totaled
$43,660 and $46,928 as of June 30, 2016 and 2015, respectively.

Note 3 - Investments and Fair Value Measurements

The Organization has adopted the Financial Accounting Standards Board's ("FASB") guidance
surrounding fair value measurements, which establishes a framework for measuring fair value and
requires enhanced disclosures about fair value measurements. This guidance clarifies that fair value is
an exit price, representing the amount that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants. This guidance also requires disclosure
about how fair value is determined for assets and liabilities and establishes a hierarchy for which these
assets and liabilities must be grouped based on significant levels of inputs as follows: 

Level 1: Quoted prices in active markets for identical assets or liabilities;

Level 2: Quoted prices in active markets for similar assets and liabilities and inputs that are
observable for the asset or liability; or

Level 3: Unobservable inputs in which there is little or no market data, which require the
reporting entity to develop its own assumptions.

The determination of where assets and liabilities fall within this hierarchy is based upon the lowest
level of input that is significant to the fair value measurement. These classifications (Levels 1, 2, or 3)
are intended to reflect the observability of inputs used in the valuation of investments and are not
necessarily an indication of risk or liquidity. 

Following is a description of the valuation methodologies used for assets measured at fair value:

Mutual funds and exchange traded funds: Valued at the closing price reported on the active
market on which the mutual funds or individual securities are traded.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 3 - Investments and Fair Value Measurements (continued)

The carrying amounts of financial assets required to be measured at fair value on a recurring basis
include investments held by CFF, the fair value of which is based upon information determined and
reported by CFF and corroborated by management using CFF's audited financial statements. The fair
value of investments held at CFF includes Level 1, 2, and 3 classifications; however, the
Organization's share of the pooled investments is not quoted in active markets and is, therefore,
classified within Level 3 in the fair value hierarchy.

There were no changes in the valuation methodologies during the year.

Financial assets carried at fair value as of June 30, 2016 are classified in the table below in one of the
three categories described above:

Description Level 1 Level 2 Level 3 Total

Mutual funds $ 86,801 $ - $ - $ 86,801
Exchange traded funds 240,479 - - 240,479
Interest in net assets of CFF - - 43,660 43,660

Total $ 327,280 $ - $ 43,660 $ 370,940

Financial assets carried at fair value as of June 30, 2015 are classified in the table below in one of the
three categories described above:

Description Level 1 Level 2 Level 3 Total

Mutual funds $ 96,813 $ - $ - $ 96,813
Exchange traded funds 353,424 - - 353,424
Interest in net assets of CFF - - 46,928 46,928

Total $ 450,237 $ - $ 46,928 $ 497,165

Included in investments is cash of $114,951 and $70,584 as of June 30, 2016 and 2015, respectively.

Net investment income consists of the following:

For the Years Ended
June 30,

2016 2015

Dividends and interest $ 8,510 $ 24,297
Net realized (loss) gain (22,270) 21,072
Net unrealized loss (828) (43,138)
Investment management service fees (8,243) (473)

Total net investment (loss) income $ (22,831) $ 1,758
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 3 - Investments and Fair Value Measurements (continued)

The following is a reconciliation of the beginning and ending balances for assets measured at fair value
on a recurring basis using significant unobservable inputs (Level 3): 

For the Years Ended
June 30,

2016 2015

Beginning balance $ 46,928 $ 47,900
Investment earnings reinvested 962 882
Realized gain 939 2,825
Unrealized loss (2,502) (2,527)
Distributions (2,227) (1,679)
Investment management service fees (440) (473)

Ending balance $ 43,660 $ 46,928

Note 4 - Property and Equipment

The Organization's property and equipment are comprised of the following:

June 30,
2016 2015

Land $ 107,075 $ 107,075
Buildings and improvements 1,045,820 1,039,558
Furniture and equipment 43,568 327,607
Software and website 68,706 27,706

1,265,169 1,501,946
Less accumulated depreciation (613,145) (880,390)

652,024 621,556
Work in process 74,250 70,383

$ 726,274 $ 691,939

Depreciation expense was $44,501 and $30,014 for the years ended June 30, 2016 and 2015,
respectively.

Note 5 - Line-of-Credit

The Organization has a $390,000 line-of-credit with a bank, which bears interest at 1.25% above the
prime rate (3.25% at June 30, 2016 and 2015) with a floor of 4.50% and matures April 23, 2018. There
was no amount outstanding at June 30, 2016 and 2015. The line-of-credit is collateralized by one of the
Organization's buildings.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 6 - Note Payable

June 30,
2016 2015

Note payable to a bank with monthly principal and interest
payments of $1,148, an interest rate of 4.5%, and a maturity date
of March 29, 2023. A balloon payment of $110,893 is required at
maturity. The note originated for the purchase of the building
adjacent to the Organization's main office in Aurora, Colorado,
and is collateralized by the building. $ 162,112 $ 168,295

Less current portion (6,646) (6,354)

Long-term portion of note payable $ 155,466 $ 161,941

Maturities of the note payable are as follows:

For the Year Ending June 30,

2017 $ 6,646
2018 6,952
2019 7,271
2020 7,605
2021 7,955
Thereafter 125,683

$ 162,112

Note 7 - Retirement Plan

The Organization has a retirement plan (the "Plan") under Code Section 401(k). Employees who work
20 or more hours per week are eligible to participate in the Plan. The Plan allows employees to defer a
discretionary amount of their salaries, not to exceed a defined limit. The Organization did not make
any contributions to the Plan during the years ended June 30, 2016 and 2015.

Note 8 - Temporarily and Permanently Restricted Net Assets

The temporarily restricted net assets represent the net proceeds of donations, which have been
restricted by the donors to be used only for the following purposes.

June 30,
2016 2015

Time and program restrictions on promises to give $ 299,770 $ 246,150
Net endowment earnings 15,768 38,599

$ 315,538 $ 284,749
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 8 - Temporarily and Permanently Restricted Net Assets (continued)

The permanently restricted net assets represent the net proceeds of donations, which have been
restricted by the donors to be used only for the following purposes.

June 30,
2016 2015

The Adoption Exchange Endowment Fund $ 26,923 $ 29,150
Wednesday's Child Fund 443,200 500,000

$ 470,123 $ 529,150

Note 9 - Commitments and Contingencies

Operating Leases

The Organization leases facilities under non-cancelable operating leases. Rent expense for the years
ended June 30, 2016 and 2015 was $63,673.

Future minimum lease payments under these leases are approximately as follows:

For the Year Ending June 30,

2017 $ 32,000
2018 5,400

$ 37,400

Note 10 - Investments in Endowments

The Organization's endowments consist of two primary funds established for long-term support of the
Organization and WCF. The endowments are donor-restricted endowment funds. As required by
GAAP, net assets associated with endowment funds, including funds designated by the Board to
function as endowments, are classified and reported based on the existence or absence of donor-
imposed restrictions.

In 2006, the Uniform Law Commission approved the Uniform Prudent Management of Institutional
Funds Act of 2006 ("UPMIFA"), which governs the investment and management of donor-restricted
endowment funds by non-profit organizations. In 2008, the state of Colorado enacted UPMIFA, and
the FASB issued guidance on the net asset classification of donor-restricted endowment funds that is
subject to UPMIFA as well as additional disclosure requirements for both donor-restricted and Board-
designated endowments.
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 10 - Investments in Endowments (continued)

Under GAAP, the portion of an endowment that is perpetual in nature shall be classified as
permanently restricted net assets. The remaining portion of accumulations to donor-restricted
endowment funds that is not classified in permanently restricted net assets is classified as dictated by
the donor or, in absence of donor stipulation, as temporarily restricted net assets until those amounts
are appropriated for expenditure by the Organization in a manner consistent with the standard of
prudence prescribed by UPMIFA.

Certain endowment assets are kept at CFF. CFF has discretion in selecting the asset mix and managers
for the endowments of the Organization. The target asset allocation is as follows: (a) 5% in money
markets, (b) 45% in fixed income, and (c) 50% in equities. The remaining endowment assets are
allocated based on the Board-approved investment policy. That policy's target allocation is (a) 40% in
equities and (b) 60% in fixed income.

The Board approves distributions from the endowment funds. Expenditures from the donor-restricted
endowment funds are controlled by the Board in concert with the donors' intent with no more than 5%
of the monthly average net fair value distributed in any given year. 

Invested Endowment Asset Composition by Type of Fund

As of June 30, 2016:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted endowment funds $ - $ 15,768 $ 470,123 $ 485,891

As of June 30, 2015:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted endowment funds $ - $ 38,599 $ 529,150 $ 567,749
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THE ADOPTION EXCHANGE, INC.

Notes to Consolidated Financial Statements

Note 10 - Investments in Endowments (continued)

Changes in Invested Endowment Assets

For the year ended June 30, 2016:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment assets at beginning of
year $ - $ 38,599 $ 529,150 $ 567,749

Investment return
Investment income, net - 267 - 267
Net depreciation - (23,098) - (23,098)

Total investment return - (22,831) - (22,831)

Additions - - 3,200 3,200

Appropriation and distribution of
endowment assets for expenditure - - (62,227) (62,227)

Endowment assets at end of year $ - $ 15,768 $ 470,123 $ 485,891

For the year ended June 30, 2015:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment assets at beginning of
year $ - $ 36,841 $ 530,829 $ 567,670

Investment return
Investment income, net - 23,824 - 23,824
Net depreciation - (22,066) - (22,066)

Total investment return - 1,758 - 1,758

Appropriation and distribution of
endowment assets for expenditure - - (1,679) (1,679)

Endowment assets at end of year $ - $ 38,599 $ 529,150 $ 567,749
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INDEPENDENT AUDITORS' 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
The Adoption Exchange, Inc.
Aurora, Colorado

We have audited, in accordance with the 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 consolidated financial statements of The
Adoption Exchange, Inc. (the "Organization"), which are comprised of the consolidated statements of
financial position as of June 30, 2016, and the related consolidated statements of  activities, functional
expenses, and cash flows for the years then ended, and the related notes to the consolidated financial
statements, and have issued our report thereon dated November 8, 2016.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the consolidated financial statements, we considered the
Organization's internal control over financial reporting ("internal control") to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on the
consolidated 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
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's consolidated financial statements will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency is a deficiency, or 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.
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To the Board of Directors
The Adoption Exchange, Inc.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Organization's consolidated financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, non-compliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit;
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of non-
compliance or other matters that are required to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is intended 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 entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

EKS&H LLLP

November 8, 2016
Denver, Colorado
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM AND REPORT ON

INTERNAL CONTROL OVER COMPLIANCE

To the Board of Directors
The Adoption Exchange, Inc.
Aurora, Colorado

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited The Adoption Exchange, Inc.'s (the "Organization") compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the Organization's major federal programs for the year ended June 30, 2016.
The Organization's major federal programs are identified in the summary of auditors' 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 programs.

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization's major federal
programs 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 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
non-compliance 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 for each major
federal program. However, our audit does not provide a legal determination of the Organization's
compliance.

- 23 -

rpost
Denver



To the Board of Directors
The Adoption Exchange, Inc.

Opinion on Each Major Federal Award

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 each of its major federal
programs for the year ended June 30, 2016.

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 each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance for each 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.

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, non-compliance 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 non-compliance 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.

PURPOSE OF THIS REPORT

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.

EKS&H LLLP
November 8, 2016
Denver, Colorado
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THE ADOPTION EXCHANGE, INC.

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2016

Section I - Summary of Auditors' Results

Consolidated Financial Statements

Type of auditors' report issued - Unmodified

Internal control over financial reporting:

 Material weakness(es) identified?  Yes  No

 Significant deficiencies identified?  Yes  None reported

Non-compliance material to consolidated financial statements
noted?  Yes  No

Federal Awards

Internal control over major programs:

 Material weakness(es) identified?  Yes  No

 Significant deficiencies identified?  Yes  None reported

Type of auditors' report issued on compliance for major programs - Unmodified

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)  Yes  No

Identification of major programs:

Name of Program CFDA#

Promoting Safe and Stable Families 93.556

Dollar threshold used to distinguish between type A and B programs: $750,000

Auditee qualified as a low-risk auditee?  Yes  No

Section II - Consolidated Financial Statement Findings

None.

Section III - Federal Award Findings and Questioned Costs

None.
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THE ADOPTION EXCHANGE, INC.

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2016

Section IV - Prior-Year Findings and Questioned Costs - Major Federal Award Programs Audit

Consolidated Financial Statement Findings

Finding 2015-001

Condition: The Organization was unable to properly support net asset balances and net asset restriction
classifications as of June 30, 2014. Additionally, an error was identified in which certain revenue was
recorded during the wrong period, resulting in an understatement of total net assets as of June 30,
2014.

 Status: This finding was corrected during 2015 and was not repeated in fiscal year 2016.

Federal Award Findings and Questioned Costs

Department of Health and Human Services

2015-002

Award: Promoting Safe and Stable Families
CFDA: #93.556
Grant: #IVB-G-120NVFPSS
Grant Period: July 1, 2014-June 30, 2015
Pass-Through Entities: State of Colorado Division of Child Welfare and State of Nevada Division of
Child and Family Services

Award: Adoption Opportunities
CFDA: #93.652
Grant: #90CO1050/02
Grant Period: January 1, 2014-December 31, 2015
Pass-Through Entities: State Department of New Mexico Children, Youth, and Families Department 

Condition: The grants noted above require appropriate documentation of payroll costs. It was noted
that the Organization was not specifically tracking payroll time and expenses related to the grants. For
certain employees' time, the Organization recorded an allocation of payroll based on the budget for the
program rather than actual time incurred.

Status: This finding has been corrected and was not repeated in fiscal year 2016.

- 26 -



THE ADOPTION EXCHANGE, INC.

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2016

Federal

Pass-Through
Entity

Identifying
Federal

Expenditures
Federal Grantor/Pass-Through Grantor Program Title Number Number June 30, 2016

Passed Through
U.S. Department of Health and Human Services

State of Colorado Division of Child Welfare Promoting Safe and Stable Families 93.556* 13IHA46227 $ 461,406
State of Nevada Division of Child and Family Services Promoting Safe and Stable Families 93.556* G120NVFPSS 109,933

571,339

State of Nevada Division of Child and Family Services Title IV-E Adoption Incentive
Payment Program 93.603

1301NVAIPP,
1201NVAIPP 21,746

State of New Mexico Children, Youth, and Families
Department Adoption Opportunities 93.652 14-690-16832 74,031

State of Utah Division of Child and Family Services Adoption Opportunities 93.652 None 230,000
304,031

Total $ 897,116

*Major program

See notes to schedule of expenditures of federal awards.
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THE ADOPTION EXCHANGE, INC.

Notes to Schedule of Expenditures of Federal Awards

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
The Adoption Exchange, Inc. (the "Organization") and is presented on the accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of OMB
Compliance Supplement, Audits of States, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from amounts presented in or used in
the preparation of the consolidated financial statements.

Note 2 - Reconciliation to the Consolidated Financial Statements

The Organization receives grants from other government sources in addition to its federal awards. The
following analysis reconciles expenditures in the accompanying schedule of expenditures of federal
awards to government grants and contracts revenue reflected in the Organization's consolidated
financial statements for the year ended June 30, 2016:

Government grants and contracts
Federal expenditures $ 897,116
Amounts received under government contracts 1,208,801

$ 2,105,917

Note 3 -  Indirect Cost Rate

The Organization did not elect to use the 10% de minimis indirect cost rate, except for the State of
Nevada Division of Child and Family Services grant with pass-through entity identifying number
G120NVFPSS.
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