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INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of Alpha Omega Alpha Honor
Medical Society (ȺȍȺ), which comprise the statements of financial position as of
August 31, 2017 and 2016, and the related statements of revenue and expenses and
change in net assets, 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.
Auditors’ 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 our
audits to obtain reasonable assurance about whether the financial statements are free of
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. 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.
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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 Alpha Omega Alpha Honor Medical Society as of
August 31, 2017 and 2016, 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.

Palo Alto, California
December 29, 2017

Alpha Omega Alpha Honor Medical Society
Statements of Financial Position
August 31,
2017

2016

ASSETS
Cash

$

Investments
Other Assets
Total assets

35,733

$

166,969

19,046,106

16,887,682

54,789

56,246

$

19,136,628

$

17,110,897

$

422,514

$

361,327

LIABILITIES AND NET ASSETS
Accounts Payable and Accrued Expenses
Deferred Lifetime Dues
Total liabilities

7,788,805

7,392,460

8,211,319

7,753,787

10,809,984
115,325

9,241,785
115,325

10,925,309

9,357,110

Commitments (Note 6)
Net Assets
Unrestricted
Permanently restricted (Note 4)
Total net assets
Total liabilities and net assets

See Notes to Financial Statements
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$

19,136,628

$

17,110,897

Alpha Omega Alpha Honor Medical Society
Statements of Revenue and Expenses and Change in Net Assets
Years Ended August 31,
2017
2016
Revenue
Total return from investments
Member dues
Insignia and other
Contributions

$

Total revenue

1,882,924
1,745,863
178,990
119,596

$

1,265,052
1,671,792
156,781
57,057

3,927,373

3,150,682

443,187
371,229
204,983
138,007
127,638
169,157
78,692
106,346

453,464
388,066
218,941
282,755
192,191
147,733
81,793
78,776

1,639,239

1,843,719

Administrative expenses

719,935

681,503

Total expenses

2,359,174

2,525,222

Change in Net Assets

1,568,199

625,460

Total Net Assets, beginning of year

9,357,110

8,731,650

Expenses
Program expenses
The Pharos
Student awards
Leadership program
Chapter development and other
Visiting professorships
Insignia
Distinguished teacher awards
Professionalism awards

Total Net Assets, end of year

$

See Notes to Financial Statements
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10,925,309

$

9,357,110

Alpha Omega Alpha Honor Medical Society
Statements of Cash Flows
Years Ended August 31,
2017
2016
Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Net realized and unrealized gain on investments
Net change in cash held in investments
Amortization of lifetime dues
Receipt of lifetime dues
Changes in operating assets and liabilities:
Accounts payable and accrued expenses
Other assets

$

Cash Flows from Investing Activities
Purchase of investments
Proceeds from sale of investments
Net cash used in investing activities
Net Decrease in Cash
Cash, beginning of year
$

See Notes to Financial Statements
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$

(1,478,665)
(85,459)
(391,122)
787,467

Net cash provided by operating activities

Cash, end of year

1,568,199

625,460
(768,636)
108,141
(328,818)
640,550

61,187
1,457

99,227
(24,091)

463,064

351,833

(1,890,181)
1,295,881

(2,785,402)
2,405,846

(594,300)

(379,556)

(131,236)

(27,723)

166,969

194,692

35,733

$

166,969

Alpha Omega Alpha Honor Medical Society
Notes to Financial Statements
August 31, 2017 and 2016
1.

General
Alpha Omega Alpha Honor Medical Society (АΩА) is a non-profit honor medical society, organized
in 1902, which currently has 131 self-directed chapters at medical schools in the United States and in
Lebanon. АΩА publishes The Pharos, a quarterly medical humanities journal. There are twelve
national programs and awards including: granting visiting professorships to educational institutions,
conferring distinguished teachers, student research and essay awards, promoting leadership and
professionalism through awards, conferences, and fellowships. AΩA's financial statements do not
include financial activities of the chapters.
As a non-profit organization, AΩA is exempt from federal and state income taxes under Internal
Revenue Code Section 501(c)(3) and comparable state law. AΩA does not believe it has unrelated
business income that should have been reported for tax purposes. In addition, AΩA believes that it
has appropriate support for any tax positions taken to date and, therefore, has no related income tax
due for all years where the statute of limitations remains open.
The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America 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 financial statements and the reported amounts of revenues and expenses during the
reported period. Actual results could differ from those estimates. Significant estimates which affect
AΩA's financial statements include the estimated membership service period associated with
lifetime membership dues.
Cash includes all cash balances and highly liquid investments purchased with a maturity of three
months or less.
Expenses are allocated directly to program activities where they can be specifically identified.
Expenses not specifically identified are allocated to programs based upon estimated usage.
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Alpha Omega Alpha Honor Medical Society
Notes to Financial Statements
August 31, 2017 and 2016
2.

Recent Accounting Pronouncements Not Yet Effective:
Presentation of Financial Statements:
In August 2016, the FASB issued ASU 2016-14, Presentation of Financial Statements of Not-forProfit Entities; it will be effective for АΩА in fiscal year 2019, and will require expenses to be
reported by function and nature, and to provide disclosures on the entity’s operating measures and
liquidity. АΩА is currently evaluating the impact of ASU 2016-14 on its financial statements and
related disclosures.
Revenue:
In May 2014, the FASB issued ASC Topic 606, Revenue from Contracts with Customers; it will be
effective for AΩA in fiscal year 2019. AΩA does not believe it will have any effect in how it
reports revenue.
Leases:
In February 2016, the FASB issued ASU 2016-02, Leases. This standard requires all entities that
lease assets under leases with terms of more than 12 months to capitalize the assets and related lease
liabilities on the Statement of Financial Position. ASU 2016-02 will be effective for АΩА as of
September 1, 2020. Management expects the assets leased under operating leases, similar to the
lease disclosed in Note 6 to the financial statements, will be capitalized together with the related
lease obligations on the Statement of Financial Position upon the adoption of ASU 2016-02.
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Alpha Omega Alpha Honor Medical Society
Notes to Financial Statements
August 31, 2017 and 2016
3.

Investments
AΩA carries its investments at fair value and includes realized and unrealized gains, losses and
investment fees in the Statements of Revenue and Expenses and Change in Net Assets. In 2017,
AΩA received dividends and interest of $476,472, and the fair value of its portfolio increased by
$1,478,665. During 2016, AΩA received dividends and interest of $560,068 and the fair value of its
portfolio increased by $768,636. Fair value as of ending August 31, 2017 and 2016 are as follows:
2017
Short-term Money Market Funds

$

774,329

2016
$

217,322

Equity Funds
Domestic
International

9,260,632
3,960,238

8,385,227
3,490,762

Bond Funds
Domestic
International

4,709,433
341,474

4,456,421
337,950

$

19,046,106

$

16,887,682

All of AΩA's investments have readily available fair values and, thus, are classified as Level I
investments. AΩA employs an outside investment manager to manage its equity and fixed income
portfolios and these funds are invested across a highly diversified group of mutual funds.
AΩA has adopted investment and spending polices, approved by the Board of Directors, to ensure
support of the long-term viability of AΩA’s programs through consistent, predictable cash flows.
The return objective is to earn 4.5% net of inflation on average over longer periods of time (+/- 25
years). AΩA has a policy of appropriating for distribution each year 4% of the average value of the
endowment assets over the last 12 quarters measured as of June 30.
4.

Permanently Restricted Net Assets
Permanently restricted net assets at August 31, 2017 consist of the following: The deHarter fund in
the amount of $70,000 established in 2014 to support AΩA’s Visiting Professorship program at the
University of Wisconsin, and a fund totaling $45,325, including $2,325 received in 2016, to issue a
recurring Moser Editorial award.
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Alpha Omega Alpha Honor Medical Society
Notes to Financial Statements
August 31, 2017 and 2016
5.

Member Dues
Annual dues are paid by the members of AΩA upon receipt of dues notices and are credited to
income upon receipt of cash, which has been determined to be materially consistent with recognizing
revenue ratably over the fiscal year. AΩA offers the option of a one-time lifetime dues payment;
such payments are recorded as deferred lifetime dues and are amortized over the estimated
membership service period, which is based on the member's estimated age at the time of electing to
pay lifetime dues.

6.

Commitments
Office Leases:
AΩA signed a five year lease beginning July 2014 on its office space in Menlo Park, California. In
addition, AΩA pays its pro rata share of direct operating costs for the facility. In September 2017,
AΩA signed a five year lease beginning September 2017 on its office space in Aurora, Colorado. In
addition, AΩA pays its pro rata share of direct operating costs for the facility. Rent expense under
the leases, including direct costs, was $157,000 in 2017 and $147,000 in 2016.
Aggregate future minimum rental payments required under these lease agreements is as follows:
Years Ending August 31:
2018
2019
2020
2021
2022
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$

180,000
164,000
62,000
64,000
66,000

$

536,000

Alpha Omega Alpha Honor Medical Society
Notes to Financial Statements
August 31, 2017 and 2016
6.

Commitments (continued)
Office Leases: (continued)
AΩA entered into a sublease agreement beginning June 2017 for the space in Menlo Park, California
with an unaffiliated organization. The sublease agreement is set to expire simultaneous with the
master lease in June 2019. In addition, AΩA will receive the pro rata share of direct operating costs
for the facility. Rental income under the sublease, including direct costs, of $32,000 was recorded as
a reduction of rent expense for 2017.
Aggregate future minimum rental payments to be received under the sublease agreement are as
follows:
Years Ending August 31:
2018
2019

$

99,000
99,000

$

198,000

Employee Retirement Plan:
AΩA has a defined contribution retirement plan under Section 403(b) of the Internal Revenue Code.
Under the plan, AΩA is required to contribute 10% of employees' eligible compensation to the plan
annually. Employee pension expense was $52,000 in 2017 and $50,000 in 2016.
7.

Subsequent Events
Subsequent events have been evaluated through the date of the accompanying independent auditors’
report, which is the date the financial statements were approved by AΩA and available to be issued.
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