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Independent Auditor’s Report

To the Board of Directors
World Computer Exchange, Inc.
Hull, Massachusetts

We have audited the accompanying financial statements of World Computer Exchange, Inc. (a
nonprofit organization), which comprise the statements of financial position as of June 30, 2016
and 2015, and the related statements of activities, functional expenses, and cash flows for the
years 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 financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’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 entity’s internal control.
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To the Board of Trustees
Page Two

Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of World Computer 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.

Hgher.and Compang, ZC0

HUGHES AND COMPANY, P.C.
Melrose, Massachusetts
May 7, 2017



WORLD COMPUTER EXCHANGE, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2016 AND 2015

ASSETS

2016 2015
Current Assets
Cash - operating $ 5201 $ 7,168
Investment, at market 439 1,315
Accounts receivable, net of allowance for doubtful
accounts of $-0- for both 2016 and 2015 21,774 1,397
Inventory, at estimated value 819,825 867,275
Prepaid expenses 2,016 2,016
Total Current Assets 849,255 879,171
Long-Term Assets
Cash - restricted for internship 20,736 5,004
Investment - restricted for internship, at market 61,186 81,149
Due from affiliate 19,044 21,544
Total Long-Term Assets 100,966 107,697
Total Assets $ 950,221 § 986,868
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable and accrued expenses $ 33467 $ 29,855
Total Current Liabilities 33,467 29,855
Long-Term Liabilities
Due to officer 576,098 537,517
Total Liabilities 609,565 567,372
Net Assets
Unrestricted - Operating 200,531 254,619
Unrestricted - Designated 55,656 75,650
256,187 330,269
Temporarily restricted 84,469 89,227
Total Net Assets 340,656 419,496
Total Liabilities and Net Assets $ 950,221 $ 986,868

The accompanying notes are an integral part of the financial statements.
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WORLD COMPUTER EXCHANGE, INC.
STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2016 AND 20135

Unrestricted Net Assets
Support and Revenue
Sourcing income
Reimbursed shipping expenses
Contributions - shipping sponsors
Contributions - other
Interest income

Donated goods, services, facilities and stock
Total Unrestricted Support and Revenue Before Cost of Sales

Less cost of sales
Total Unrestricted Support and Revenue

Net Assets Released from Restrictions
Purpose restrictions satisfied

Total Unrestricted Support, Revenue and Reclassifications

Expenses and Losses
Program expenses
General and administrative
Fundraising
Total Expenses
Unrealized loss on investment
Total Expenses and Losses

Change in Unrestricted Net Assets

Temporarily Restricted Net Assets
Unrealized gain (loss) on investment
Dividend income
Net Assets Released from Restrictions

Purpose restrictions satisfied

Change in Temporarily Restricted Net Assets
Change in Net Assets

Net Assets, Beginning of Period

Net Assets, End of Period

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

2016 2015
$ 42533 $ 17910
25,829 3,639
88,665 72,351
24,611 54,040
2 1
611,753 648,953
793,393 796,894
(428.972) __ (189.015)
364,421 607,879
527 47,646
364,948 655,525
388,106 386,859
40,304 39,437
9,893 9,707
438,303 436,003
876 7.449
439.179 443,452
(74.231) 212,073
(19,963) 1,149
15,881 5,004
(527) (47,646)
(4,609) (41,493)
(78,840) 170,580
419,496 248.916
$ 340,656 $ 419,496
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WORLD COMPUTER EXCHANGE, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2016 AND 2015

2016 015
Cash Flows from Operating Activities
Change in net assets $ (78,840) §$§ 170,580
Adjustments to reconcile change in net assets to
net cash from operating activities:
Unrealized loss on investments 20,839 6,300
(Increase) Decrease in:
Accounts receivable (20,377) 2,394
Cash restricted for internship (15,732) 84,468
Due from affiliate 2,500 (3,525)
Inventory 47,450 (176,375)
Increase (Decrease) in:
Accounts payable and accrued expenses 3,612 (9,994)
Net Cash Provided by (Used in) Operating Activities (40,548) 73,848
Cash Flows from Investment Activities:
Purchase of investment - (85,004)
Net Cash Provided by (Used in) Investment Activities - (85,004)
Cash Flows from Financing Activities:
Officer loan proceeds, net 38,581 15,510
Net Cash Provided by Financing Activities 38,581 15,510
Net Increase (Decrease) in Cash (1,967) 4,354
Cash, Beginning 7,168 2,814
Cash, Ending $ 5201 % 7,168
Supplemental cash flows information:
Cash paid during the year for:
Income taxes $ - 3 -
Interest $ - 3 -

The accompanying notes are an integral part of the financial statements.
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WORLD COMPUTER EXCHANGE, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016 AND 2015

Note 1 - Organization

World Computer Exchange, Inc. (the Organization) is a non-profit organization funded to
help bridge the global digital divide for youth, promote cultural understanding between
students, and build local capacity for the use of information and communication technology
in education. The Organization’s major source of revenue is contributions which sponsor
shipments of computers to various locations around the world. Other sources of revenue
include payments for computers and reimbursement of shipping costs by partners of the
Organization in other countries.

Note 2 - Summary of Significant Accounting Policies

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America.
The accrual basis of accounting recognizes revenues in the accounting period in which revenues
are earned regardless of when cash is received, and recognizes expenses in the accounting
period in which expenses are incurred regardless of when cash is disbursed.

Basis of Presentation

The Organization is required to report information regarding its financial position and
activities according to three classes:

Unrestricted Net Assets - Net assets that are not subject to donor-imposed
restrictions. Unrestricted net assets may be designated for specific purposes by
action of the Board of Directors. As of June 30, 2016 and 2015, the Organization
designated $55,656 and $75,650 for future shipments of computers, respectively.

Temporarily Restricted Net Assets - Net assets for which use is limited by donor-
imposed restrictions that will either expire with the passage of time or be fulfilled by
the Organization. As of June 30, 2016 and 2015, the Organization had $84,469 and
$89,227 of temporarily restricted net assets, respectively.

Permanently Restricted Net Assets - Net assets which must be held in perpetuity as
stipulated by the donor. As of June 30, 2016 and 2015, the Organization had no
permanently restricted net assets.

Donor restricted gifts that are received and expended within the same year are reported
as unrestricted.



WORLD COMPUTER EXCHANGE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2016 AND 2015

Note 2 - Summary of Significant Accounting Policies (continued)

Income Taxes

World Computer Exchange, Inc. is a not-for-profit organization exempt from income
taxes under Section 501(c)(3) of the Internal Revenue Code.

Functional Allocation of Expenses

The costs of providing the Organization’s programs and supporting services have been
summarized on a functional basis in the Statement of Activities. Accordingly, certain
costs have been allocated among the program, administrative and fundraising categories.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Organization considers all highly
liquid investments with an initial maturity of three months or less to be cash
equivalents.

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. Actual results could differ from those

estimates.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from
outstanding balances. Balances that are still outstanding after management has used
reasonable collection efforts are written off through a charge to bad debt expense and a
credit to accounts receivable.

Promises to Give

Contributions are recognized when the donor makes a promise to give to the
Organization that is, in substance, unconditional. All other donor-restricted
contributions are reported as increases in temporarily or permanently restricted net
assets depending on the nature of the restrictions. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets.



WORLD COMPUTER EXCHANGE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2016 AND 2015

Note 2 - Summary of Significant Accounting Policies (continued)
Investments

The Organization owns 438,215 shares of Omni Reliant Holdings, Inc., which was
donated on December 31, 2009, and is stated at market value. Unrealized gain or loss
on this investment is included in the change in unrestricted net assets.

Investment - restricted for internship consists of mutual funds held at Merrill Lynch and
is stated at market value. Unrealized gain or loss on this investment is included in the
change in temporarily restricted net assets.

Inventory

Inventory consists of donated computer equipment. Inventory has been valued at the
estimated fair market value on the date of donation.

Donated Goods, Services and In-Kind Gifts

Donated services are recognized as contributions if the services (a) create or enhance
non-financial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased by the Organization. Volunteers who provide
assistance with the collection and packing of donated equipment are not recognized as
contributions in the financial statements.

During the years ended June 30, 2016 and 2015, the Organization received and
recognized donated goods, services, and in-kind gifts valued at fair market value, as

follows:
2016 2015

Inventory $ 300,125 $§ 304,475
Contract labor 266,850 256,625
Direct services 2,050 -
Computer hardware and software supplies 228 12,587
Facilities - 2,766
Salary - President 30,000 50,000
Salary - Clerk 12,500 22,500

Total $ 611,753 $§ 648,953

Shipping and Handling Costs

Shipping and handling costs are included in cost of sales in the Statements of Activities.
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WORLD COMPUTER EXCHANGE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2016 AND 2015

Note 2 - Summary of Significant Accounting Policies (continued)

Fair Value of Financial Instruments

Carrying amounts of certain of the Organization’s financial instruments, including cash
and cash equivalents, receivables and payables, and other accrued liabilities,
approximate fair value because of their short maturities.

Subsequent Evenlts

The Organization has evaluated subsequent events through May 7, 2017 which is the
date the financial statements were available to be issued.

Note 3 - Defined Contribution Plan

Eligible employees are participants in a defined contribution 403(b) retirement plan.
The Organization occasionally contributes to this Plan for the benefit of these
employees. There were no pension contributions made during 2016 or 2015.

Note 4 - Cost of Sales

Cost of sales for the years ended June 30, 2016 and 2015 consist of the following:

2016 2015
Computers shipped $ 233,800 §$§ 40,775
Computers salvaged 112,175 87,325
Commissions 2,500 -
Shipping and storage 70,809 37,303
Packing, parts and equipment 9,688 23,612
Total $ 428972 § 189,015

Computers salvaged consists of computers that are no longer considered usable and
have been disposed of. The figures for computers shipped and salvaged are the product
of the number of computers shipped and salvaged in a given year multiplied by the
estimated fair market value of the computers, currently $175. The increase in cost of
sales is directly caused by the increase in shipments,
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WORLD COMPUTER EXCHANGE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2016 AND 2015

Note 5 - Rent/Related Party Transactions

The Organization rents office and storage space from an officer of the Organization.
There is no formal lease agreement in place except for approval by the Board of
Directors. Rent expense was $12,000 for both years ended June 30, 2016 and 2015.

The Organization has an affiliate, WCE-CA, with a similar charitable purpose which
shares several board members. The Organization loans funds to and pays the expenses
of the affiliate when needed and is occasionally reimbursed. As of June 30, 2016 and
2015, the Organization was owed $19,044 and $21,544 from the affiliate, respectively.

Note 6 - Due to Officer

The Organization has an outstanding payable to an officer in the amount of $576,098
and $537,517 for the years ended June 30, 2016 and 2015, respectively. The officer
makes advances to the Organization as needed and is repaid when funds are available.
There is no formal repayment schedule. The officer has waived interest on the loan
since January 1, 2006. Included in the Due to Officer is accrued payroll of $516,899
and $446,900 as of June 30, 2016 and 2015, respectively.

Note 7 - Restrictions on Net Assets

Temporarily restricted net assets in the amount of $84,469 and $89,227 as of June 30,
2016 and 2015, respectively, are available for the following purposes:
2016 2015

Direct costs of annual WCE internship $ 84.469 § 89,227

In September, 2012, the Board of Directors of the Organization voted to accept
stewardship of the W. Seavey Joyce S.J. Award and received all of the assets of that
organization consisting of $71,583 in a mutual fund. The Organization is not required to
keep the assets in a separate account. The funds are currently invested in a mutual fund
and the investment earnings are added to temporarily restricted net assets. Those net
assets are restricted for direct costs related to the annual WCE internship. These costs
include any related travel to a developing country, bank fees, medallion expenses, or
required paid advertising or printing to recruit a student at Boston College who has
demonstrated leadership in helping the under served who applies and defines a useful
WCE project. During fiscal year 2016 and 2015, the Organization spent $527 and
$1,394 respectively, of the funds for costs related to the intern program.
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WORLD COMPUTER EXCHANGE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2016 AND 2015

Note 8 - Uncertainty in Income Taxes

The Organization follows the Accounting for Uncertainty in Income Taxes standard
which requires the Organization to report uncertain tax positions, related interest and
penalties, and to adjust its assets and liabilities related to unrecognized tax benefits and
accrued interest and penalties accordingly. As of June 30, 2016, the Organization
determined that there are no material unrecognized tax benefits to report.

Information returns filed for the years ended June 30, 2015, 2014 and 2013 remain
subject to examination by the Internal Revenue Service and the Commonwealth of
Massachusetts. The Organization does not expect that the amounts of unrecognized
tax benefits will change significantly within the next twelve months.

Note 9 - Fair Value Measurements

The Fair Value Measurements and Disclosures topic of the FASB Accounting
Standards Codification establishes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. This hierarchy consists of three broad
levels: Level 1 inputs consist of unadjusted quoted prices in active markets for
identical assets and have the highest priority, Level 2 inputs consist of observable
inputs other than quoted prices for identical assets, and Level 3 inputs consist of
unobservable inputs not corroborated by market data. The Organization uses
appropriate valuation techniques based on the available inputs to measure the fair value
of its investments. When available, the Organization measures fair value using Level 1
inputs because they generally provide the most reliable evidence of fair value. Level 3
inputs would be used only when Level 1 or Level 2 were not available.

The Organization’s investments are reported at fair value and consist of the following:

016 Level 1 Level 2 Level 3 Total

Investments (See Note 2) $§ 61,625 § - 3 - $ 61,625
2015 Level 1 Level 2 Level 3 Total
Investments (See Note 2) $ 82,464 § - $ - § 82,464
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