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A. ORGANIZATION 

 
 America-World Adoption Association (AWAA) is a not-for-profit corporation described 

in Internal Revenue Code Section 501(c)(3), exempt from taxation under IRC Section 
501(c)(3).  

 
B. SIGNIFICANT ACCOUNTING POLICIES 
  
 Basis of Accounting 

 Assets and liabilities, net assets, support, revenue and expenses are recognized on the 
accrual basis of accounting, whereby revenue is recognized when earned and expenses 
are recognized when incurred. 

 
Consolidated Financial Statements 

The consolidated financial statements include the accounts of AWAA and 23 affiliated 
companies. 
 
Net assets 

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

 Net Assets Without Donor Restrictions – Net assets available for use in general 
operations and not subject to donor (or certain grantor) restrictions.  

 
 Net Assets With Donor Restrictions – Net assets subject to donor- (or certain 

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

 
We report contributions restricted by donors as increases in net assets without donor 
restrictions if the restrictions expire (that is, when a stipulated time restriction ends or 
purpose restriction is accomplished) in the reporting period in which the revenue is 
recognized. All other donor-restricted contributions are reported as increases in net 
assets with donor restrictions, depending on the nature of the restrictions. When a 
restriction expires, net assets with donor restrictions are reclassified to net assets 
without donor restrictions and reported in the statements of activities as net assets 
released from restrictions. 

 
 Estimates 

 The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those 
estimates. 
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B. SIGNIFICANT ACCOUNTING POLICIES, continued 

 
Functional expenses 

The costs of providing AWAA’s various program and supporting services are 
summarized on a functional basis in the statement of activities.  The functional expense 
allocation is as reported in the statement of functional expenses.  The financial statements 
report certain categories of expenses that are attributed to more than one program or 
supporting function. Therefore, expenses require allocation on a reasonable basis that is 
consistently applied. The expenses that are allocated include rent, utilities, depreciation, 
and other accounts, which are allocated based on salary expenditures. 

  
Reclassifications  
Certain reclassifications of amounts previously reported have been made to the 
accompanying consolidated financial statements to maintain consistency between periods 
presented. The reclassifications had no impact on previously reported net assets.  

 
Cash and Cash Equivalents 

For purposes of Statement of Financial Position classification and the Statement of Cash 
Flows, AWAA considers all highly liquid debt instruments purchased with a maturity of 
six months or less and any certificates of deposit to be cash equivalents.    

 
 Accounts Receivable 

 Accounts receivable are shown in the Consolidated Statement of Financial Position net of 
an allowance for doubtful accounts.  AWAA uses the allowance method to determine 
uncollectible receivables, based on historical collection experience and management’s 
estimates of uncollectible amounts.   

 
 Property and Equipment 
 Property and equipment having a useful life in excess of one year, with a cost exceeding 

$2,500, are capitalized.  Property and equipment are recorded at cost, with depreciation 
being provided for over the assets’ useful lives on a straight-line basis.  Expenses for 
maintenance and repairs are expensed as incurred.   

 
 Income Taxes 

AWAA is exempt from income taxes under Section 501(c)(3) of the IRC.  AWAA's 
Forms 990, Return of Organization Exempt from Income Tax, are subject to examination 
by the IRS, generally for three years after filing.  
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C. PROPERTY and EQUIPMENT 

 
 Property and equipment consist of the following as of December 31, 2019 and 2018: 

 
  Leasehold improvements $  256,098 $   256,098 

  Computers and software 62,895 431,886 

  Furniture & Equipment 80,318 301,857 
  Vehicles       19,080        18,580 

   418,391 1,008,421 

      (257,195)     (838,622) 

   $  161,196 $   169,799   

 
D. ADOPTION DEPOSITS 

 
 Adoption deposits represent amounts collected from families which will be refunded after 

post adoption reports are submitted in a timely manner.  Adoption deposits are forfeited if 
reports are not filed timely.  Forfeited deposits are recorded as revenue. 

 
E. DEFERRED REVENUE 

 
 Deferred revenue represents amounts collected from families (including donations and 
 grants received on behalf of families) in advance of AWAA completing adoption services 
 and initial program fees wherein the eight week refund period had not yet expired.  As 
 the adoption work is completed and the refund period lapses the amounts are recorded as 
 revenue. 
 
G. EMPLOYEE PENSION PLAN 

 
 AWAA offers its employees a 401(k) plan.  AWAA matches the employees’ 

contributions to the plan within prescribed limitations.  AWAA contributed $21,307 and 
$17,295 to the plan on behalf of its employees during 2019 and 2018, respectively. 

 
H. LEASE COMMITMENTS 

 
AWAA leases office space under non-cancellable operating leases.  The lease expires on 
September 30, 2021.  The lease contains a fixed escalation clause for increases in the 
annual minimum rent.  Under accounting principles generally accepted in the United 
States of America, all fixed rent increases on recognized on a straight-line basis over the 
term of the lease.  The difference between the rent paid and the rent expensed is reflected 
as deferred rent in the accompanying statements of financial position.     
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H. LEASE COMMITMENTS, continued 

 
Minimum rental commitments as of December 31, 2019 over the remaining terms of the 
leases are: 
 

  Amount  
2020 159,756 

2021 122,490 

  $        282,246 

 
 
 I. RELATED PARTY TRANSACTIONS 

 
 AWAA leases its corporate office space from an entity owned by Brian Luwis, the CEO 

of AWAA, and other members of the Luwis family.  In 2019 and 2018 AWAA paid rent 
for its corporate office space of $155,103 and $150,582. 
 

J. INVESTMENTS – PERMANENTLY RESTRICTED 

 
AWAA’s Investments – permanently restricted are donor-restricted donations including 
the unrealized change in the investment asset value.  Donations were $12,682 and 
$10,000 in 2019 and 2018, respectively.  Investments are managed by a professional 
investment advisor and in accordance with donor restrictions are invested in assets to 
achieve capital preservation and investment income.   

 
K. FAIR VALUE MEASUREMENTS 

 
 Generally accepted accounting principles defines fair value and establishes a hierarchy 
 for reporting reliability of input measurements used to assess fair value for all assets and   

 liabilities.  FASB ASC 820 defines fair value as the selling price that would be received 
 for an asset, or paid to transfer a liability, in the principal or most advantageous market 
 on the measurement date.  The hierarchy established prioritizes fair value measurements 
 based on the types of inputs used in the valuation techniques.  The inputs are categorized 
 in the following levels:  
 

Level 1 – Observable inputs such as quoted prices in active markets for identical 
assets or liabilities; 
Level 2 – Direct or indirectly observable inputs for quoted and other than quoted 
prices for identical or similar assets and liabilities in active or nonactive markets; 
and 

Level 3 – Unobservable inputs not corroborated by market data, therefore 
requiring the entity to use the best information available in the circumstances, 
including the entity’s own data. 

  



America World Adoption Association 

Notes to the Consolidated Financial Statements 

as of December 31, 2019 and 2018 

 

13 

K. FAIR VALUE MEASUREMENTS, continued 
 

The following table sets forth by level, within the fair value hierarchy, AWAA’s assets at 
fair value as of:  

  Level 1 Level 2 Level 3 Total 
At December 31, 2019:                       

 Certificate of Deposit $            - $          - $261,933 $261,933 
 Stocks 103,905 - - 103,905 
 Bonds 67,247 - - 67,247  
 Mutual Funds 2,357           -             - 2,357 
 Money Market       9,251             -               -       9,251 
  $182,760 $          - $261,933 $444,693 

At December 31, 2018:                       
 Certificate of Deposit $            - $          - $256,747 $256,747 
 Mutual Funds 103,628           -             - 103,628 
 Money Market     16,195             -               -     16,195 
  $119,823 $          - $256,747 $366,570 

L. RESTRICTED NET ASSETS 

 
Net Assets restricted for use consisted of the following at December 31, 2019 and 2018: 
 
 2019 2018 

 Orphanage Support   101,721 $88,816 
 Food Pantry        6,727      2,402 

  $108,448  $91,218 
  

Permanently restricted net assets as of December 31, 2019 and 2018 amounted to 
$132,964 and $120,282, respectively.   
 

M. AFFILIATED COMPANIES INCLUDED IN CONSOLIDATED FINANCIAL 

STATEMENTS 
 

AWAA maintains offices within several states as separate corporate entities.  The  entities 
consolidated for 2019 and 2018 are in the states of Arizona, California, Florida, Georgia, 
Iowa, Illinois, Indiana, Kansas, Kentucky, Maryland, Minnesota, Missouri, North 
Carolina, New Jersey, New York, Ohio, Oklahoma, Oregon, Pennsylvania, South 
Carolina, Tennessee, Texas, and Washington. 

 
N. RECENTLY ADOPTED ACCOUNTING STANDARDS – FINANCIAL 

INSTRUMENTS 

 
In January 2016, the FASB issued ASU 2016-01, Financial Instruments – Overall 
(Subtopic 825-10: Recognition and Measurement of Financial Assets and Financial 
Liabilities, and subsequently issued related ASU 2018-03, Technical Corrections and  
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N. RECENTLY ADOPTED ACCOUNTING STANDARDS – FINANCIAL 
INSTRUMENTS, continued 

 
Improvements to Financial Instruments—Overall (Subtopic 825-10). These standards 
amend certain aspects of accounting and disclosure requirements for financial 
instruments, including the requirement that equity investments with readily determinable 
fair values are to be measured at fair value with any changes in fair value recognized in 
the statement of changes in net assets.  

 
O. LIQUIDITY AND AVAILABILITY 

 
The following table reflects AWAA’s financial assets as of December 31, 2019 and 2018, 
reduced by amounts that are not available to meet general expenditures within one year of 
the statement of financial position date because of donor restrictions or internal board 
designations.   
 

Financial assets at year end 2019 2018 
Cash and cash equivalents $2,326,492 $2,749,706 

Accounts receivable      341,682      346,631 

Total financial assets 2,668,174 3,096,337 

Assets limited to use:   
      Adoption Deposits (984,200) (1,269,875) 

Donor restricted (228,730)    (211,500) 

   
Financial assets available to meet cash needs 

for general expenditures within one year 

$1,455,244 $1,614,962 

 
P. SUBSEQUENT EVENTS 

 
Management evaluated events and transactions that occurred after the Statement of 
Financial Position date for potential recognition and disclosure through October 8, 2020 
the date on which the financial statements were available to be issued. 

 
The COVID-19 outbreak in the United States has caused business disruption through 
mandated and voluntary closing of business across the country for non-essential services.  
While the disruption is currently expected to be temporary, there is considerable 
uncertainty about the durations of closings.  The Organization has had to put a temporary 
hold on some of its operations in this remote environment, however, at this point, the 
extent to which COVID-19 may impact the Organization’s financial condition or results 
of operations cannot be predicted. 
 

 
 


