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Independent Auditors’ Report 
 
 
The Board of Trustees 
Oregon College of Oriental Medicine 
 
Report on the Consolidating Financial Statements 
 
We have audited the accompanying consolidating financial statements of Oregon College of Oriental 
Medicine, Globe Building, LLC, and Globe Hotel, LLC (collectively, the Organization), which comprise 
the consolidating statement of financial position as of June 30, 2017, and the related consolidating 
statements of activities and cash flows for the year then ended, and the related notes to the consolidating 
financial statements. 
 
Management’s Responsibility for the Consolidating Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidating 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 consolidating 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 consolidating financial statements based on our audit. 
 We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial statement 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 consolidating financial statements 
are free from material misstatement.  The financial statements of Globe Building, LLC, and Globe Hotel, 
LLC were not audited in accordance with Government Auditing Standards. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidating financial statements.  The procedures selected depend on the auditors’ judgment, 
including the assessment of the risks of material misstatement of the consolidating 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 consolidating 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 consolidating financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the consolidating financial statements referred to above present fairly, in all material 
respects, the individual and consolidated financial position of Oregon College of Oriental Medicine, 
Globe Building, LLC, and Globe Hotel, LLC as of June 30, 2017, and the changes in their net 
assets/members’ equity and their cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Change in Accounting Principle 
 
As discussed in Note 1 to the consolidating financial statements, effective July 1, 2016, the Organization 
changed its method for presenting debt issuance costs in the consolidating statement of financial position. 
This change is in accordance with Accounting Standards Update No. 2015-03, Interest-Imputation of 
Interest (Subtopic 835-30) - Simplifying the Presentation of Debt Issuance Costs.  Our opinion is not 
modified with respect to this matter. 
 
Other Matters 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the consolidating financial statements 
as a whole.  The supplementary financial information on pages 24 and 25 is presented for purposes of 
additional analysis and is not a required part of the consolidating financial statements of the Organization. 
 The accompanying schedule of expenditures of Federal awards on page 26, 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 also not a 
required part of the consolidating 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 consolidating financial statements.  The information has been subjected to the auditing 
procedures applied in the audit of the consolidating financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the consolidating financial statements or to the consolidating financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the information is fairly stated in all material 
respects in relation to the consolidating financial statements as a whole. 
 
Report on Summarized Comparative Information 
 
We have previously audited the Organization’s 2016 consolidating financial statements, and we expressed 
an unmodified audit opinion on those audited consolidating financial statements in our report dated 
December 14, 2016.  In our opinion, the summarized comparative information presented herein as of and 
for the year ended June 30, 2016, is consistent, in all material respects, with the audited consolidating 
financial statements from which it has been derived. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated January 22, 
2018, 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 and grant agreements, and other 
matters. The purpose of that report is solely 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 the 
effectiveness of the Orgainization’s 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. 
 

 
 
Lake Oswego, Oregon 
January 22, 2018 
 



June 30, 2017 (With Comparative Amounts for 2016)

Oregon Consolidating 

College of and

Oriental Globe Globe Eliminating

ASSETS Medicine Building, LLC Hotel, LLC Entries 2017 2016

Cash and cash equivalents (Note 2) 802,066$        -$               66,379$           -$                868,445$          711,479$        
Restricted cash (Note 2) 337,875          -                79,388            -                 417,263            241,597         
Restricted certificates of deposit -                 -                -                 -                 -                   250,000         
Student accounts receivable - net 33,744            -                -                 -                 33,744              21,719           
Contributions and grants receivable (Note 3) 76,350            -                -                 -                 76,350              100,497         
Other receivables 14,689            -                -                 -                 14,689              11,131           
Inventory 79,288            -                -                 -                 79,288              88,180           
Prepaid expenses 108,413          -                5,494 (34,507)          79,400              66,878           
Deferred rent receivable (Note 7) -                 -                401,869 (401,869)        -                   -                
Property and equipment - net (Note 5) 247,971          -                12,251,761 -                 12,499,732       12,867,568    
Notes receivable and accrued interest (Note 4) 6,294,949       -                -                 -                 6,294,949         6,191,562      

Total assets 7,995,345$     -$               12,804,891$    (436,376)$       20,363,860$     20,550,611$   

LIABILITIES AND NET ASSETS/MEMBERS’ EQUITY

Liabilities:

Accounts payable (Note 6) 99,657$          -$               46,189$           -$                145,846$          111,690$        
Accrued payroll 76,658            -                -                 -                 76,658              61,917           
Student deposits 42,950            -                -                 -                 42,950              50,750           
Unearned tuition 145,963          -                -                 -                 145,963            149,757         
Other accrued liabilities 23,533            -                34,507            (34,507)          23,533              23,668           
Deferred rent (Note 7) 401,869          -                -                 (401,869)        -                   -                
Accrued vacation payable 72,458            -                -                 -                 72,458              73,293           
Equity in deficit of subsidiaries (Note 15) 1,257,803       1,257,803      -                 (2,515,606)     -                   -                
Long-term debt - net (Note 6) 3,712,793       -                13,767,370     -                 17,480,163       17,440,444    

Total liabilities 5,833,684       1,257,803      13,848,066     (2,951,982)     17,987,571       17,911,519    

Commitments and contingences
(Notes 7, 8, 9, 10, and 17)

Net assets/members’ equity:
Controlling interest:

Unrestricted:
Board designated - contingency reserve 212,996          -                -                 -                 212,996            213,150         
Undesignated 1,872,057       -                -                 -                 1,872,057         2,010,547      

Total unrestricted 2,085,053       -                -                 -                 2,085,053         2,223,697      

Temporarily restricted (Note 11) 76,608            -                -                 -                 76,608              141,310         

Total net assets 2,161,661       -                -                 -                 2,161,661         2,365,007      

Members’ equity (deficit) -                 (1,257,803)    (1,061,900)      2,319,703      -                   -                

Total controlling interest 2,161,661       (1,257,803)    (1,061,900)      2,319,703      2,161,661         2,365,007      

Non-controlling interest (Note 15) -                 -                18,725            195,903         214,628            274,085         

Total net assets/members’ equity 
(controlling and non-controlling) 2,161,661       (1,257,803)    (1,043,175)      2,515,606      2,376,289         2,639,092      

Total liabilities and net assets/members’ equity 7,995,345$     -$               12,804,891$    (436,376)$       20,363,860$     20,550,611$   

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

Total

OREGON COLLEGE OF ORIENTAL MEDICINE

Consolidating Statement of Financial Position
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Year Ended June 30, 2017 (With Comparative Totals for 2016)

Consolidating

Temporarily Globe Globe and Eliminating

Unrestricted Restricted Total Building, LLC Hotel, LLC Entries 2017 2016

Revenue, support, and gains:
Tuition and fees 5,450,341$     -$                5,450,341$     -$                -$                -$                5,450,341$     5,268,964$     
Clinic fees 401,564          -                  401,564          -                  -                  -                  401,564          370,674          
Clinic dispensary sales 284,881          -                  284,881          -                  -                  -                  284,881          283,873          
Bookstore sales 252,529          -                  252,529          -                  -                  -                  252,529          263,193          
Interest 104,582          -                  104,582          -                  -                  -                  104,582          118,107          
Contributions, grants, and gifts in-kind 250,019 42,000 292,019          -                  -                  -                  292,019          293,799          
Other revenue and losses-net (Note 12) (175,896) -                  (175,896)         (200,593)         566,376          (165,190)         24,697            16,444            
Net assets released from restrictions (Note 13) 106,702          (106,702)         -                  -                  -                  -                  -                  -                  

Net revenue, support, and gains 6,674,722       (64,702)           6,610,020       (200,593)         566,376          (165,190)         6,810,613       6,615,054       

Expenses:
Program services:

Academic program 2,807,866       -                  2,807,866       -                  -                  (215,506)         2,592,360       2,377,503       
Clinic program 806,698          -                  806,698          -                  -                  (94,903)           711,795          875,429          
Research 68,000            -                  68,000            -                  -                  (5,160)             62,840            50,731            

Total program services 3,682,564       -                  3,682,564       -                  -                  (315,569)         3,366,995       3,303,663       

Supporting services:
Academic administration 2,067,040       -                  2,067,040       -                  -                  (158,240)         1,908,800       1,906,012       
Clinic administration 691,950          -                  691,950          -                  -                  (59,762)           632,188          732,446          
Fundraising 371,812          -                  371,812          -                  -                  (32,805)           339,007          167,454          

Total supporting services 3,130,802       -                  3,130,802       -                  -                  (250,807)         2,879,995       2,805,912       

LLC operating expenses -                  -                  -                  -                  788,516          -                  788,516          763,794          

Total expenses 6,813,366       -                  6,813,366       -                  788,516          (566,376)         7,035,506       6,873,369       

Increase (decrease) in net assets/
members’ equity (carried forward) (138,644)         (64,702)           (203,346)         (200,593)         (222,140)         401,186          (224,893)         (258,315)         

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

Total

Oregon College of Oriental Medicine

Consolidating Statement of Activities

OREGON COLLEGE OF ORIENTAL MEDICINE
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Year Ended June 30, 2017 (With Comparative Totals for 2016)

Consolidating

Temporarily Globe Globe and Eliminating

Unrestricted Restricted Total Building, LLC Hotel, LLC Entries 2017 2016

Increase (decrease) in net assets/members’ 
equity (brought forward) (138,644)$       (64,702)$         (203,346)$       (200,593)$       (222,140)$       401,186$        (224,893)$       (258,315)$       

Controlling interest:
Increase (decrease) in net assets/members’ 

equity (138,644)         (64,702)           (203,346)         (200,593)         (233,247)         433,840          (203,346)         (261,450)         

Members’ capital distributions -                  -                  -                  (16,029)           (18,638)           34,667            -                  -                  

Net assets/members’ equity, beginning of year 2,223,697       141,310          2,365,007       (1,041,181)      (810,015)         1,851,196       2,365,007       2,626,457       

Net assets/members’ equity (deficit), 
end of year 2,085,053       76,608            2,161,661       (1,257,803)      (1,061,900)      2,319,703       2,161,661       2,365,007       

Non-controlling interest:
Increase (decrease) in net assets/members’ 

equity -                  -                  -                  -                  11,107            (32,654)           (21,547)           3,135              

Members’ capital distributions -                  -                  -                  -                  (35,301)           (2,609)             (37,910)           (38,437)           

Net assets/members’ equity, beginning of year -                  -                  -                  -                  42,919            231,166          274,085          309,387          

Net assets/members’ equity, end of year -                  -                  -                  -                  18,725            195,903          214,628          274,085          

Total net assets/members’ equity (deficit), 
end of year 2,085,053$     76,608$          2,161,661$     (1,257,803)$    (1,043,175)$    2,515,606$     2,376,289$     2,639,092$     

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

OREGON COLLEGE OF ORIENTAL MEDICINE

Consolidating Statement of Activities - Continued

Oregon College of Oriental Medicine
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Year Ended June 30, 2017 (With Comparative Totals for 2016)

Oregon Consolidating

College of and

Oriental Globe Globe Eliminating

Medicine Building, LLC Hotel, LLC Entries 2017 2016

Cash flows from operating activities:
Change in net assets/members’ equity (203,346)$    (200,593)$   (222,140)$   401,186$    (224,893)$        (258,315)$   

Adjustments to reconcile change
in net assets/members’ equity to
net cash provided by operating
activities:

Depreciation and amortization 80,415         -             320,702     -             401,117            410,208     
Change in debt issuance costs -              -             16,298       -             16,298              16,298       
Donated property and equipment -              -             -             -             -                   (71,100)      
Equity in loss of subsidiaries 200,593       200,593     -             (401,186)    -                   -             

(Increase) decrease in:
Student accounts receivable (12,025)        -             -             -             (12,025)            (20,461)      
Contributions and grants

 receivable 24,147         -             -             -             24,147              51,700       
Other receivables (3,558)         -             -             -             (3,558)              2,155         
Inventory 8,892          -             -             -             8,892                1,478         
Prepaid expenses (47,029)        -             -             34,507       (12,522)            (11,180)      
Deferred rent receivable -              -             (154,944)    154,944     -                   -             
Accrued interest on note 

receivable (34,450)        -             -             -             (34,450)            (54,979)      

Increase (decrease) in:
Accounts payable 20,264         -             13,892       -             34,156              (24,484)      
Accrued payroll 14,741         -             -             -             14,741              (2,660)        
Student deposits (7,800)         -             -             -             (7,800)              15,075       
Unearned tuition (3,794)         -             -             -             (3,794)              36,604       
Other accrued liabilities (135)            -             34,507       (34,507)      (135)                 (6,094)        
Deferred rent 154,944       -             -             (154,944)    -                   -             
Accrued vacation payable (835)            -             -             -             (835)                 (3,218)        
Accrued interest on note 

payable 23,421         -             -             -             23,421              22,735       

Net cash provided by operating 
activities 214,445       -             8,315         -             222,760            103,762     

Cash flows from investing activities:
Proceeds from redemption of 

certificates of deposit 250,000       -             -             -             250,000            350,000     
Purchase of certificates of deposit -              -             -             -             -                   (250,000)    
(Increase) decrease in restricted cash (250,000)      -             74,334       -             (175,666)          74,273       
Advances on notes receivable (68,937)        -             -             -             (68,937)            (151,842)    
Purchases of property and equipment (33,281)        -             -             -             (33,281)            (29,703)      
Distributions received from investments

in LLCs 16,029         16,029       -             (32,058)      -                   -             

Net cash provided (used) by investing 
activities (86,189)        16,029       74,334       (32,058)      (27,884)            (7,272)        

Net cash provided (uesed) by operating and
investing activities (carried forward) 128,256       16,029       82,649       (32,058)      194,876            96,490       

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

OREGON COLLEGE OF ORIENTAL MEDICINE

Consolidating Statement of Cash Flows

Total
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Year Ended June 30, 2017 (With Comparative Totals for 2016)

Oregon Consolidating

College of and

Oriental Globe Globe Eliminating

Medicine Building, LLC Hotel, LLC Entries 2017 2016

Net cash provided (used) by operating and
investing activities (brought forward) 128,256$     16,029$      82,649$      (32,058)$     194,876$          96,490$      

Cash flows from financing activities:
Capital distributions -              (16,029)      (53,939)      32,058       (37,910)            (38,437)      

Net cash used by financing activities -              (16,029)      (53,939)      32,058       (37,910)            (38,437)      

Net increase in cash and cash
equivalents 128,256       -             28,710       -             156,966            58,053       

Cash and cash equivalents, beginning of year 673,810       -             37,669       -             711,479            653,426     

Cash and cash equivalents, end of year 802,066$     -$            66,379$      -$            868,445$          711,479$    

Supplemental disclosure of cash flow
information:

Cash paid during the year for interest 83,242$       -$            268,739$    -$            351,981$          356,845$    

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

Total

Consolidating Statement of Cash Flows - Continued

OREGON COLLEGE OF ORIENTAL MEDICINE
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1. Nature of Activities and Summary of Significant Accounting Policies 
 

Nature of Activities - Oregon College of Oriental Medicine (the College) is an educational 
institution offering the following: 

 
Traditional Chinese Medicine 
 

Master’s Degree - This program provides instruction in acupuncture, Chinese herbs, Qi 
cultivation, Chinese therapeutic body work, and other types of Oriental medicine through 
classroom instruction and clinical internship. 
 
Doctoral Degree - This clinical doctoral program provides advanced instruction in acupuncture 
and Oriental medicine. 
 

Clinic - The College also operates a clinic that provides health care and public outreach services.  
Students of the College obtain experience and training by assisting in the clinic, which serves the 
general public.   

 
The majority of the students who attend the College come from the United States.  Tuition revenues 
for the College are paid by students in part by using Title IV Student Financial Assistance.  Clinic 
revenues are derived from payments for services to the general public.   
 
Globe Building, LLC - Globe Building, LLC (the Subsidiary) was formed on November 19, 2010.  
The Subsidiary was formed to hold the ownership of Globe Hotel, LLC. 
 
Globe Hotel, LLC - Globe Hotel, LLC (the LLC) was formed on October 30, 2008.  The LLC was 
formed to obtain, renovate, lease, manage, and operate a historic hotel (the Property) located in the 
Chinatown area of Portland, Oregon, in order to qualify for historic tax credits pursuant to Section 
47 of the Internal Revenue Code (IRC) and to qualify as a qualified active low-income community 
business under Section 45D(d)(2) of the IRC and the Regulations thereunder.  The historic hotel is to 
be used as the main campus of the College.  The financial information of the LLC includes its 
subsidiary, Globe Master Tenant, LLC (GMT), which is a variable-interest entity of which the LLC 
is the primary beneficiary. 
 
Summary of Significant Accounting Policies - The significant accounting policies followed by the 
Organization are described below to enhance the usefulness of the consolidating financial statements 
to the reader. 
 

Principles of Consolidation - The consolidating financial statements include the accounts of the 
College, the wholly owned subsidiary, Globe Building, LLC, and its 86 percent owned subsidiary, 
Globe Hotel, LLC (collectively, the Organization).  All significant intra-entity balances and 
transactions have been eliminated. 
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1. Nature of Activities and Summary of Significant Accounting Policies - Continued 
Summary of Significant Accounting Policies - Continued 

 
Basis of Presentation - Net assets and all balances and transactions are presented based on the 
existence or absence of donor-imposed restrictions.  Accordingly, the net assets of the 
Organization and changes therein are classified and reported as follows: 

 
Unrestricted net assets - Net assets not subject to donor-imposed stipulations. 

 
Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that will be 
met either by actions of the College and/or the passage of time. 

 
Expenses are reported as decreases in unrestricted net assets.  Gains and losses on investments and 
other assets or liabilities are reported as increases or decreases in unrestricted net assets unless 
their use is restricted by explicit donor stipulation or by law.  Expirations of temporary restrictions 
on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated time period 
has elapsed) are reported as net assets released from restrictions.   
 
Use of Estimates - The preparation of the consolidating financial statements in conformity with 
accounting principles generally accepted in the United States of America (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 consolidating 
financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Significant estimates include the provision for uncollectible receivables and the useful 
lives of property and equipment.  Actual results could differ from these estimates. 

 
Cash and Cash Equivalents - The Organization considers all unrestricted highly liquid 
investments with an initial maturity of three months or less to be cash equivalents. 
 
Debt Issuance Costs - Debt issuance costs are recorded at cost and are amortized using the straight 
line method over the life of the loan and netted against long-term debt.  Amortization of debt 
issuance costs are included with interest expense. 
 
Receivables - Receivables include tuition receivables and receivables from other exchange 
transactions.  The College extends credit to students and to patients of the clinic.  The College 
does not assess finance charges on past due accounts.  The allowance for doubtful accounts is 
estimated by management based on various factors, including past history and current economic 
conditions.  The total allowance at both June 30, 2017 and 2016, was $600.  Management will 
write off any balance that remains after it has exhausted all reasonable collection efforts. 
 
Inventory - Inventory is stated at lower of cost (first in, first-out method) or market value.  It 
consists of texts, various supplies, herbs, and other medicines. 
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1. Nature of Activities and Summary of Significant Accounting Policies - Continued 
  Summary of Significant Accounting Policies - Continued 

 
Property and Equipment - It is the Organization’s policy to capitalize property and equipment 
with a cost over $1,000; lesser amounts are expensed.  Property and equipment are stated at cost or 
estimated fair value at date of donation, and are depreciated or amortized using the straight-line 
method with lives ranging from 3 to 40 years. 

 
Contribution Recognition - Contributions, which include unconditional promises to give, are 
recognized as revenues in the period received.  Conditional promises to give are not recognized 
until they become unconditional, that is, when the conditions on which they depend are 
substantially met. 
 
The College reports gifts of cash and other assets as restricted support if they are received with 
donor stipulations that limit the use of the donated assets.  When a donor 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 in the consolidating 
statement of activities as net assets released from restrictions. 
 
The College reports gifts of property and equipment as unrestricted support unless explicit donor 
stipulations specify how the donated assets must be used.  Gifts of long-lived assets with explicit 
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be 
used to acquire long-lived assets are reported as restricted support.  Absent donor stipulations 
about how long those long-lived assets must be maintained, the College reports expirations of 
donor restrictions when the donated or acquired long-lived assets has been placed into service. 
 
Financial Instruments with Concentrations of Risk - Financial instruments that potentially 
subject the Organization to concentrations of risk consist primarily of cash and cash equivalents, 
restricted cash, certificates of deposit, and receivables.  At June 30, 2017 and 2016, cash and cash 
equivalents, certificates of deposit, and restricted cash included balances in excess of Federally 
insured limits.  Concentrations of risk with respect to cash, cash equivalents, and receivables are 
limited through various monitoring procedures.  At June 30, 2017, the College had outstanding 
contributions receivable from one donor totaling $40,000 and the remaining amount outstanding 
from one granting agency. 
 
Student Tuition and Fees - Tuition is recognized as revenue ratably over the related educational 
term.  Tuition deposits and payments received in advance are recorded as unearned tuition until 
earned. 
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1. Nature of Activities and Summary of Significant Accounting Policies - Continued 
  Summary of Significant Accounting Policies - Continued 

 
Income Taxes - Income taxes are not provided for the College in the consolidating financial 
statements since the College is exempt from Federal and state income taxes under Section 
501(c)(3) of the IRC and similar state provisions.  The Subsidiary is taxed as a corporation for 
Federal and state income tax purposes.  Income taxes related to the LLC are assessed on the 
members of the LLC. 
 
Generally, information returns filed by the College and tax returns filed by the Subsidiary and 
LLC are subject to examination by Federal or state tax authorities for a period of three years from 
the filing of a return. 
 
Management does not believe the Organization has taken any uncertain tax positions; accordingly, 
an estimated liability for uncertain tax positions has not been established.  Any interest or 
penalties associated with any of the Organization’s tax positions would be included as a 
component of supporting services or LLC operating expenses. 
 
Advertising - The College charges all non-direct advertising and promotion costs to expense as 
they are incurred. 

 
Functional Allocation of Expenses - Costs of providing various programs and other activities 
have been allocated among the programs and supporting services benefited. 

 
Statement of Financial Position Classification of Loan Fess - Effective July 1, 2016, the 
Organization adopted the provisions of Accounting Standards Update (ASU) 2015-03, Interest 
Imputation of Interest: Simplifying the Presentation of Debt Issuance Costs, issued by the 
Financial Accounting Standards Board (FASB), which requires debt issuance costs related to a 
recognized debt liability to be presented in the consolidating statement of financial position as a 
direct deduction from the carrying amount of that debt liability.  The adoption of this ASU has 
been applied retrospectively.  The nature and reason for this change is a direct result of the 
guidance issued by the FASB.  As a result of the adoption of this accounting principle, debt 
issuance costs of $118,988 have been reclassified from assets to a reduction of long-term debt in 
the June 30, 2016, consolidating statement of financial position. 

 
Summarized Financial Information for 2016 - The consolidating financial statements include 
certain prior year summarized comparative information.  Such information does not include 
sufficient detail to constitute a presentation in conformity with GAAP.  Accordingly, such 
information should be read in conjunction with the Organization’s consolidating financial 
statements for the year ended June 30, 2016, from which the summarized information was derived. 
 
Reclassifications - Certain reclassifications have been made to the 2016 information to conform 
with the 2017 presentation. 
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2. Restricted Cash 
 

Cash and cash equivalents include $23,209 at June 30, 2017, that is held in a separate bank account 
for the College’s flexible benefit plan. 

 
Restricted cash of $337,875 is held by the College for the funding and financing of the Globe Hotel 
project at June 30, 2017. 
 
LLC restricted cash: 
 

NDC CDE Fee Reserve - Pursuant to the qualified low-income community investment (QLICI)  
loan agreement (Note 6), the LLC was required to establish a reserve for the payment of the NDC 
asset management fee and for the reimbursement of annual audit and tax fee operating expenses 
(the NDC CDE Fee Reserve). 
 
LEDC CDE Fee Reserve - Pursuant to the QLICI loan agreement (Note 6), the LLC was required 
to establish a reserve for the payment of the LEDC management fee and for the reimbursement of 
annual audit and tax fee operating expenses (the LEDC Fee Reserve). 
 
Restricted cash balances as of June 30, 2017, consisted of the following: 
 

NDC CDE Fee Reserve 54,600$       
LEDC CDE Fee Reserve 24,788         

79,388$       

 
3. Contributions and Grants Receivable 
 

Contributions and grants receivable are due as follows at June 30, 2017: 
 

Within one year 46,350$       
One to five years 30,000         

76,350$       

 
A discount to present value has not been recorded for amounts due beyond one year as management 
does not believe such a discount would be material to the consolidating financial statements. 
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4. Notes Receivable and Accrued Interest 
 

As a part of the agreement to fund and finance the Globe Hotel project, the College issued a note 
receivable for $5,679,000 to OCOM Investment Fund, LLC (a subsidiary of U.S. Bancorp 
Community Development Corporation).  Interest at 1 percent per annum is paid to the College on a 
monthly basis while interest at .60 percent per annum is accrued through May 2018 and added to the 
principal balance of the note.  Interest paid and accrued totals 1.60 percent per annum.  At June 30, 
2017, accrued interest totaled $236,347, of which $211,775 was added to the principal balance of the 
note.  In May 2018, a principal payment of $1,862,000 is due.  The remaining balance will be 
amortized with monthly principal and interest payments of $27,579 beginning July 2018 through 
June 2032.  The note is secured by the 99.99 percent membership interest in NDC New Markets 
Investments LXI, LLC and LEDC - CDE II, LLC. 

 
As a part of the agreement, the College has issued a second note agreement to OCOM Investment 
Fund, LLC with an interest rate at 6.21 percent per annum due May 2018.  The note agreement calls 
for monthly draws beginning October 2012 through May 2018, for a total maximum principal 
borrowing of $444,946.  At June 30, 2017, a total of $379,602 has been advanced under this 
agreement. 

 
 
5. Property and Equipment 
 

Oregon
College of 
Oriental Globe
Medicine Hotel, LLC Total

Land (Note 6) -$             1,356,439$  1,356,439$   
Building and improvements (Note 6) -              12,468,343 12,468,343   
Furniture and fixtures 341,022      30,489        371,511        
Library equipment and materials 227,466      -               227,466        
Technology equipment 395,369      -               395,369        
Software 252,038      -               252,038        
Leasehold improvements 20,111        -               20,111         

1,236,006   13,855,271 15,091,277   

Less accumulated depreciation and 
amortization (988,035)     (1,603,510)  (2,591,545)    

Net property and equipment 247,971$     12,251,761$ 12,499,732$ 

2017
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5. Property and Equipment - Continued 
 

Oregon
College of 
Oriental Globe
Medicine Hotel, LLC Total

Land (Note 6) -$             1,356,439$  1,356,439$   
Building and improvements (Note 6) -              12,468,343 12,468,343   
Furniture and fixtures 334,187      30,489        364,676        
Library equipment and materials 220,826      -               220,826        
Technology equipment 375,563      -               375,563        
Software 252,038      -               252,038        
Leasehold improvements 20,111        -               20,111         

1,202,725   13,855,271 15,057,996   

Less accumulated depreciation and 
amortization (907,620)     (1,282,808)  (2,190,428)    

Net property and equipment 295,105$     12,572,463$ 12,867,568$ 

2016

 
 

6. Long-Term Debt 
 

2017 2016

The College:
Note payable to the Portland Development Commission

due June 1, 2018.  Interest shall accrue at 3.25 percent
per annum and is added to the principal balance.  The 
note is unsecured.  The outstanding balance plus
accrued interest was paid during December 2017. 733,793$     710,372$      

Note payable to the Portland Development Commission 
with monthly interest payments at 2 percent per 
annum.  A substantial portion of the note is due June 
2018, based on certain options in the agreement, with 
the remaining portion due June 2033.  The note is 
secured by the note receivable from OCOM 
Investment Fund, LLC (Note 4).  $1,617,000 was
paid during December 2017 and $617,000 of the
principal balance was forgiven by the lender
during December 2017 based on the terms of the 
loan agreement. 2,234,000   2,234,000     

Note payable to the Portland Development Commission 
with monthly interest payments at 2 percent per annum
The note is secured by the note receivable from OCOM 
Investment Fund, LLC (Note 4) and is due June 2018.
The note was paid in full during December 2017. 745,000      745,000        

Total College long-term debt 3,712,793   3,689,372      
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6.  Long-Term Debt - Continued 
 

2017 2016

Globe Hotel, LLC:
Note payable to NDC New Markets Investments LXI,

LLC with monthly interest payments at 1.911 percent 
per annum through June 2018.  Thereafter, monthly 
principal and interest payments of $2,967.50 through 
May 2041.  The note is secured by the LLC Property. 660,344      660,344        

Note payable to NDC New Markets Investments LXI,
LLC with monthly interest payments at 1.911 percent
per annum through May 2018, at which time a principal
payment of $140,383 is due.  Thereafter, monthly
principal and interest payments of $6,874.92 through 
May 2041.  The note is secured by the LLC Property. 1,643,743   1,643,743     

Note payable to NDC New Markets Investments LXI,
LLC with monthly interest payments at 1.911 percent 
per annum.  Due in full May 2018.  The note is 
secured by the LLC Property.  $2,771,000 was paid 
during December 2017. 3,200,000   3,200,000     

Note payable to NDC New Markets Investments LXI, 
LLC with monthly interest payments at 1.911 percent 
per annum.  Due in full May 2018.  The note is 
secured by the LLC Property. 1,784,723   1,784,723     

Note payable to LEDC-CDE II, LLC with monthly 
interest payments at 1.911 percent per annum 
through May 2018.  Thereafter, monthly principal 
and interest payments of $22,553.16 through May 
2041.  The note is secured by the LLC Property. 5,018,656   5,018,656     

Carried forward 12,307,466 12,307,466   
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6. Long-Term Debt - Continued 
 

2017 2016

Globe Hotel, LLC - Brought forward 12,307,466$ 12,307,466$ 

Note payable to LEDC-CDE II, LLC with monthly 
interest payments at 1.911 percent per annum 
through June 2018.  Thereafter, monthly principal 
and interest payments of $7,022.08 through May  
2041.  The note is secured by the LLC Property. 1,562,594   1,562,594     

Unamortized debt issuance costs (102,690)     (118,988)       

Total Globe Hotel, LLC long-term debt 13,767,370 13,751,072   

Total long-term debt - net 17,480,163$ 17,440,444$ 

 
 
The LLC incurred debt issuance costs of $195,457 to obtain financing for the Globe Hotel Project.  
Those costs are attributable to all of the LLC’s notes payable.  At June 30, 2017, accumulated 
amortization totaled $92,767. 
 
Future principal payments on the notes are scheduled as follows at June 30, 2017: 
 

The College Total

2,995,793$  5,125,106$  8,120,899$   
64,505        305,726      370,231        
65,807        311,620      377,427        
67,135        317,626      384,761        
68,490        323,749      392,239        

451,063      7,486,233   7,937,296     

3,712,793$  13,870,060$ 17,582,853$ 

Years Ending

2018
2019

Globe Hotel, LLC

Thereafter

2020
2021
2022

June 30,

 
 

See Note 19 for subsequent event information related to long-term debt. 
 
Interest cost related to the notes is as follows for the year ended June 30: 

 
2017 2016

Interest charged to expense 351,981$     351,948$      
Amortization of debt issuance costs 16,298        16,298         

368,279$     368,246$      
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6. Long-Term Debt - Continued 
 

Pursuant to the Loan Administration Fee Agreement (the NDC Agreement) dated May 27, 2011, the 
LLC will pay an asset management fee (the NDC Fee) to the NDC Lender in the amount of $26,574. 
 The NDC Fee is payable quarterly on January 1, April 1, July 1, and October 1.  Additionally, the 
LLC is required to reimburse the NDC Lender for actual out-of-pocket costs related to accounting 
and tax expenses.  Amounts are to be paid from the NDC reserve account established at closing 
(Note 2).  During the year ended June 30, 2017, $35,709 of NDC fees were incurred.  At June 30, 
2017 and 2016, $6,643 of these fees were outstanding and included in accounts payable. 

 
Pursuant to the Asset Management Fee Agreement (the LEDC Agreement) dated May 27, 2011, the 
LLC paid a management fee (the LEDC Fee) to the LEDC Lender in the amount of $23,625 on 
January 1, of each year from 2012 to 2017, and a final payment on January 1, 2018, in the amount of 
$9,844.  Additionally, the LLC is required to pay the LEDC Lender $15,000 annually as 
reimbursement for the cost of accounting and tax expenses.  All amounts are to be paid from the 
LEDC reserve account established at closing (Note 2).  During the year ended June 30, 2017, 
$38,625 of LEDC fees were incurred, paid, and expensed. 
 
The NDC and LEDC loans are intended to constitute a QLICI and, for such purpose, the Subsidiary 
must be and remain a qualified active low-income community business (QALICB) as such terms are 
defined in Section 45D of the IRC, for the entire seven year New Markets Tax Credit (NMTC) 
compliance period. 

 
 
7. Lease Agreements 
 

During the year ended June 30, 2011, the LLC entered into a master lease agreement to lease the 
Property to GMT.  GMT entered into a sublease agreement with the College.  The lease and sublease 
began when the Property was placed in service (beginning July 1, 2012).  As of June 30, 2017, 
monthly payments were $30,500 and will increase over the life of the lease through June 2019.  As 
of June 30, 2017, monthly payments on the sublease were $34,507 and will increase over the life of 
the lease through June 2019. 
 
In accordance with GAAP, the College is recording rent expense (and the LLC is recording rental 
income) for the sublease using the straight-line method over the life of the lease.  Accordingly, a 
liability and asset have been established to reflect the difference between rental activity based on the 
straight-line method and the actual amounts paid under the terms of the sublease. 
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7. Lease Agreements - Continued 
 

The master lease between the LLC and GMT is eliminated upon consolidation of the LLC and GMT 
and therefore, the lease income earned by the LLC and lease expense incurred by GMT is not 
reflected in the consolidating statement of activities.  Minimum payments remaining under the 
master lease are as follows at June 30, 2017: 
 

Amount

583,002$      
850,002        

1,433,004$   

Years Ending
June 30,

2018
2019

 
 
The College leases office space and certain equipment under noncancelable operating lease 
agreements.  The leases expire through September 2021. 
 
Minimum payments remaining under the noncancelable leases and the sublease of the College are as 
follows at June 30, 2017: 
 

Other
Sublease Leases Total

633,348$     56,024$       689,372$      
901,308      51,146        952,454        

-              49,448        49,448         
-              50,932        50,932         
-              12,826        12,826         

1,534,656$  220,376$     1,755,032$   

Years Ending
June 30,

2018

2021
2022

2019
2020

 
 
The total rent expense, including deferred rent, incurred by the College to GMT during the year 
ended June 30, 2017, was $566,376.   

 
 
8. Flexible Benefit Plan 
 

The College maintains a flexible benefit plan for all eligible employees.  Employees are eligible to 
participate in the plan in the first month after 30 days of being employed.  The plan is intended to 
qualify as a ‟cafeteria plan” within the meaning of Section 125 of the IRC. 
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9. Tax-Deferred Annuity Plan 
 

The College maintains a tax-deferred annuity plan qualified under Section 403(b) of the IRC.  All 
employees who are at least 21 years of age can participate in the plan beginning in the first month 
after 30 days of being employed.  Employees may contribute up to Federally established limits per 
each calendar year.  For employees who have completed at least 1,000 hours of service during the 
plan year, and have completed one year of employment, the College contributes 3 percent to the 
plan. The College also matches employee elective deferrals up to 2 percent of eligible compensation. 
 For the years ended June 30, 2017 and 2016, the College suspended all plan contributions. 

 
 
10. Contingency 
 

The College receives and expends monies under Federal grant programs and is subject to audits by 
oversight governmental agencies.  Management believes any liabilities arising from such audits 
would not have a material effect on the College. 
 
 

11. Temporarily Restricted Net Assets 
 

Temporarily restricted net assets are available for the following purposes at June 30: 
 

2017 2016

Equipment 432$             407$            
Meyer Memorial - staff position -               54,335         
Time restrictions 40,000        50,000         
Scholarships 23,026        28,083         
Low income patient care 11,480        6,227           
Student events 1,670          2,258           

76,608$       141,310$      
 

 
12. Other Revenue and Losses - Net 
 

Consolidating
Globe Globe and Eliminating

College Building, LLC Hotel, LLC Entries Total

Equity in loss of 
subsidiary (200,593)$   (200,593)$ -$         401,186$ -$           

Rental income 15,790        -          566,376  (566,376) 15,790       
Other 8,907          -          -          -           8,907         

(175,896)$   (200,593)$ 566,376$ (165,190)$ 24,697$     
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13. Net Assets Released from Restrictions 
 

Net assets of $106,702 were released from restrictions during the year ended June 30, 2017, by 
incurring expenses satisfying the restricted purposes or based upon specific actions undertaken by 
the College. 
 
 

14. Other Disclosures 
 

2017 2016

Advertising expense 129,624$     119,448$      

Rent expense 42,669        34,014         
 

 
15. Non-Controlling Interest in Subsidiaries 

 
The Subsidiary owns an 86 percent membership interest in the LLC.  The capital accounts of the 
LLC members for the year ended June 30, 2017, are as follows: 
 

Controlling Non-controlling
Interest Interest Total

Equity balance, beginning of year (1,041,181)$ 231,167$     (810,014)$     

Capital distributions (16,029)       (2,609)         (18,638)        
  
Pro-rata share of LLC loss (200,593)     (32,655)       (233,248)       
 
Equity (deficit) balance, end of year (1,257,803)$ 195,903$     (1,061,900)$  

 
 
During December 2017, the College, through its wholly owned subsidiary, Globe Building, LLC, 
purchased the minority member’s membership interest in the LLC.  The purchase price was 
$274,391. 
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15. Non-Controlling Interest in Subsidiaries - Continued 
 

Non-controlling interest by the LLC in GMT at June 30, 2017, is as follows: 
 

Non-controlling
Interest

Balance, beginning of year 42,919$       

Capital distributions (35,301)        

Pro-rata share of GMT income 11,107         
 
Balance, end of year 18,725$       

 
 

Total non-controlling interest at June 30 is as follows: 
 

2017 2016
Non-controlling interest in Globe

Hotel, LLC 195,903$     231,166$      

Non-controlling interest in GMT 18,725        42,919         

214,628$     274,085$      

 
 

16. Consolidated Variable Interest Entity 
 

The LLC holds a variable interest in GMT, for which the LLC is the primary beneficiary.  The 
LLC’s variable interest in this entity relates to its master lease arrangement with GMT (Note 7) and 
related guarantees as a result of the rehabilitation tax credits (Note 17). 
 
As the primary beneficiary of the VIE, the assets, liabilities, and results of operations are included in 
the LLC’s consolidating financial statements.  The interest in GMT’s results of operations is 
reflected in “increase (decrease) in net assets/members’ equity” in the non-controlling interest 
section of the consolidating statement of activities and its interest in GMT’s assets and liabilities is 
reflected in “non-controlling interest” in the consolidating statement of financial position.  The 
decrease in members’ equity consists primarily of interest and depreciation expense. 
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17. Rehabilitation Tax Credits 
 

The Property held by the LLC was developed using funds provided by restrictive, low interest rate 
loans from Community Development Entities (CDE) that hold NMTC authority.  The loans were 
made to the LLC because of its status as a QALICB pursuant to Section 45D of the IRC.  The terms 
of these loans restrict the use of the Property and generally require low-income qualified persons to 
benefit for the NMTC compliance period of seven years.  Failure to comply with the terms of the 
loans and related agreements would result in an event of default.  
 
The Property’s historic rehabilitation tax credits (HTC) are contingent on its ability to maintain 
compliance with applicable sections of Section 47 of the IRC.  Failure to maintain compliance or to 
correct non-compliance within a specified time period could result in recapture of previously taken 
tax credits plus interest.  As of June 30, 2017, no recapture has occurred. 

 
 

18. Related Party Transaction 
 
A member of the College’s Board of Trustees is also a member of a limited liability company that is 
the minority member of the Subsidiary.  As described in Note 15, during December 2017, this 
member’s membership interest in the Subsidiary was purchased by the College, through its wholly 
owned subsidiary Globe Building, LLC.  

 
 
19. Subsequent Events 

 
Management has evaluated subsequent events through January 22, 2018, the date the consolidating 
financial statements were available for issue. 
 
During December 2017, the LLC obtained a note payable from Heritage Bank for $6,300,000.  The 
proceeds from the note payable was used to pay the College’s notes payable to Portland 
Development Commission plus accrued interest totaling $3,114,426, Globe Hotel, LLC’s note 
payable to NDC New Markets Investments LXI, LLC totaling $2,771,000, the membership interest 
of the minority member of the LLC totaling $274,391, and loan fees and other costs totaling 
$140,183.   

 
The note payable to Heritage Bank includes interest at the one-month LIBOR plus 2.5 percent 
(approximately 4 percent at December 2017).  The LLC entered into a swap agreement to reduce the 
variability of its interest rate.  Through the swap agreement, the LLC’s effective interest rate was 
5.17 percent at December 2017.  The note is payable in monthly installments of $37,712.42, is 
secured by the LLC property, and is due December 2032.   
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Year Ended June 30, 2017 (With Comparative Amounts for 2016)
.

Academic Clinic
Program Program Research Total

Salaries and wages 1,613,378$   689,246$     39,435$       2,342,059$   
Student wages 57,902         2,006          4,244          64,152          
Payroll taxes 204,091       19,442        4,040          227,573        
Employee benefits 149,697       11,262        7,318          168,277        
Contract services and other

operating expenses 126,989       4,339          157             131,485        

Training and development 12,360         847             74               13,281          
Dues and subscriptions 4,398           849             117             5,364            
Office supplies 2,749           523             62               3,334            
Professional services and

Board expenses 30,729         6,714          928             38,371          
Insurance 32,660         2,236          309             35,205          

Events 30,209         61               9                  30,279          
Advertising -               -              -              -               
Telephone 7,022           1,486          205             8,713            
Postage and shipping 2,293           3                 40               2,336            
Printing and publications 2,642           120             142             2,904            

Travel 58,540         875             1,733          61,148          
Repairs and maintenance 68,857         13,537        1,849          84,243          
Utilities 19,239         4,393          607             24,239          
Cost of goods sold 128,196       -              -              128,196        
Miscellaneous expenses 32,677         554             64               33,295          

Interest and bank fees 38,463         6,119          846             45,428          
Rent 161,475       36,851        5,097          203,423        
Depreciation and amortization 22,926         5,235          724             28,885          
In-kind expenses 374              -              -              374              

2,807,866$   806,698$     68,000$       3,682,564$   
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Academic Clinic
Administration Administration Fundraising Total 2017 2016

891,012$      331,522$      118,836$     1,341,370$  3,683,429$  3,618,313$   
13,037          9,956            -               22,993        87,145        90,186          
84,612          31,634          11,064         127,310      354,883      351,025        
81,441          41,855          5,988           129,284      297,561      310,628        

1,322            67,376          305              69,003        200,488      197,682        

11,059          579               1,669           13,307        26,588        32,289          
6,152            849               1,355           8,356          13,720        19,380          

14,654          7,015            1,594           23,263        26,597        29,811          

49,139          6,713            10,715         66,567        104,938      68,580          
16,207          2,235            3,569           22,011        57,216        53,866          

9,423            61                 98                9,582          39,861        48,027          
110,196        19,428          -               129,624      129,624      119,448        

12,592          3,882            2,372           18,846        27,559        27,752          
74                 3                   38                115             2,451          2,889            

14,386          2,330            3,317           20,033        22,937        18,914          

10,399          247               302              10,948        72,096        54,180          
137,570        35,133          22,120         194,823      279,066      257,956        

31,838          20,136          7,011           58,985        83,224        83,259          
192,686        -                -               192,686      320,882      321,109        

4,042            459               39,235         43,736        77,031        135,386        

70,041          25,740          10,527         106,308      151,736      145,376        
267,218        79,562          58,847         405,627      609,050      600,390        

37,940          5,235            8,355           51,530        80,415        89,505          
-                -                64,495         64,495        64,869        -               

2,067,040$   691,950$      371,812$     3,130,802$  6,813,366$  6,675,951$   

Total
Supporting Services
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Year Ended June 30, 2017

Federal
Federal Grantor/Pass-Through Grantor/ CFDA Federal

Program or Cluster Title Number Expenditures

U.S. Department of Education:
Direct assistance:

Student Financial Assistance Cluster:
Federal Direct Student Loans (Note 1) 84.268 11,398,265$     
Federal Work Study Program 84.033 63,602            

Total U.S. Department of Education - Student
Financial Assistance Cluster 11,461,867      

Total Federal expenditures 11,461,867$     

No amounts were passed through to subrecipients.

The accompanying note is an integral part of the schedule of expenditures of Federal awards.

OREGON COLLEGE OF ORIENTAL MEDICINE

Schedule of Expenditures of Federal Awards

- 26 -



OREGON COLLEGE OF ORIENTAL MEDICINE 
 

Note to Schedule of Expenditures of Federal Awards 
 

 

- 27 - 

1. Significant Accounting Policies 
 

Basis of Presentation - The schedule of expenditures of Federal awards of Oregon College of 
Oriental Medicine (the College) has been prepared using the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America.  The 
information in this schedule is presented in accordance with the 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).   
 
The College also coordinates a guaranteed student loan program funded by the U.S. Department 
of Education.  The amount reported on the schedule of expenditures of Federal awards for 
Federal Direct Student Loans represents total loans received by students of the institution under 
the program during the year.   
 
Because the schedule presents only a selected portion of the operations of the College, it is not 
intended to and does not present the financial position, changes in net assets, or cash flows of 
the College.   
 
Pass-through entity identifying numbers are presented when available. 

 
Expenditures - Expenditures reported on the schedule are recognized following cost principles 
contained in the Uniform Guidance, wherein certain types of expenditures are not allowable or are 
limited as to reimbursement. 
 
The College has not elected to use the ten percent de minimis indirect cost rate. 
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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 
 
 
The Board of Trustees 
Oregon College of Oriental Medicine 
 
 
We have audited the consolidating financial statements of Oregon College of Oriental Medicine (the 
College) and affiliates (collectively, the Organization), which comprise the consolidating statement of 
financial position as of June 30, 2017, and the related consolidating statements of activities and cash 
flows for the year then ended, and the related notes to the consolidating financial statements, and have 
issued our report thereon dated January 22, 2018.  We conducted our audit 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 financial statements of Globe Building, LLC and Globe Hotel, LLC (collectively, the 
Affiliates), were not audited in accordance with Government Auditing Standards and, accordingly, this 
report does not include reporting on internal control over financial reporting or instances of reportable 
noncompliance associated with the Affiliates. 
 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the consolidating 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 our opinion on the 
consolidating 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 a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the Organization’s consolidating financial statements will not be prevented, or detected and corrected 
on a timely basis.  A significant deficiency is a deficiency, or a 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.
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Internal Control Over Financial Reporting - Continued 
 
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. 
 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Organization’s consolidating financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of consolidating financial statement amounts.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
 
 
Purpose of this Report 
 
The purpose of this report is 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 Organization’s internal control and compliance.  
Accordingly, this communication is not suitable for any other purpose. 
 

 
 
Lake Oswego, Oregon 
January 22, 2018 
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Independent Auditors’ Report on Compliance for Each Major  
Program and on Internal Control Over Compliance 

Required by the Uniform Guidance 
 
 
The Board of Trustees 
Oregon College of Oriental Medicine 
 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Oregon College of Oriental Medicine’s (the College) compliance with the types of 
compliance requirements described in the U.S. Office of Management and Budget (OMB) Compliance 
Supplement that could have a direct and material effect on the College’s major Federal program for the 
year ended June 30, 2017.  The College’s major Federal program is 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 the College’s major Federal program 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 noncompliance 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 College’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 the major Federal 
program.  However, our audit does not provide a legal determination on the College’s compliance.   
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Report on Compliance for Each Major Federal Program - Continued 
 
Opinion on Each Major Federal Program 
 
In our opinion, the College complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on its major Federal program for the year 
ended June 30, 2017.   
 
 
Report on Internal Control Over Compliance 
 
Management of the College 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 College’s internal control over compliance with the types of 
requirements that could have a direct and material effect on its major Federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for the 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 College’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, noncompliance 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 a combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance 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.  
 
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. 
 

 
 
Lake Oswego, Oregon 
January 22, 2018 
 



OREGON COLLEGE OF ORIENTAL MEDICINE 
 

Schedule of Findings and Questioned Costs 
 
 

Year Ended June 30, 2017 
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Section 1 - Summary of Auditors’ Results 
 
Consolidating Financial Statements 
 
Type of auditors’ report issued Unmodified 
 
Internal control over financial reporting: 
 
  Material weakness(es) identified?  Yes  X No 
 
  Significant deficiency(ies) identified?  Yes  X None reported 
 
Noncompliance material to consolidating financial  
statements noted?  Yes  X No 
 
Federal Awards 
 
Internal control over major programs: 
 
  Material weakness(es) identified?  Yes  X No 
 
  Significant deficiency(ies) identified?   Yes  X 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 the Uniform Guidance?    Yes  X No 
 
Identification of Major Programs 
 
CFDA Number(s) Name of Federal Program or Cluster 
 
84.033, 84.268 Student Financial Assistance Cluster 
   
Dollar threshold used to distinguish 
between Type A and Type B programs $ 750,000 
 
Auditee qualified as low-risk auditee?  X Yes   No 



OREGON COLLEGE OF ORIENTAL MEDICINE 
 

Schedule of Findings and Questioned Costs - Continued 
 
 

Year Ended June 30, 2017 
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Section 2 - Financial Statement Findings 
 
None reported. 
 
 
Section 3 - Federal Award Findings and Questioned Costs 
 
None reported. 



OREGON COLLEGE OF ORIENTAL MEDICINE 
 

Summary Schedule of Prior Audit Findings 
 

 

Year Ended June 30, 2017 
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None reported 


