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Report of Independent Auditors 

The Board of Regents 
California Lutheran University 

Report on the Financial Statements 

We have audited the accompanying financial statements of KCLU-FM California Lutheran University 
(the “Station”), which comprise the statement of financial position as of May 31, 2019, and the related 
statements of activities and cash flows for the year 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 audit. We 
conducted our audit 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 
Station’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 Station’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. 

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 financial statements referred to above present fairly, in all material respects, the 
financial position of KCLU-FM California Lutheran University as of May 31, 2019, and the changes in 
its net assets and its cash flows for the year then ended, in accordance with accounting principles 
generally accepted in the United States of America. 
 
Emphasis of Matter 

As discussed in Note 2 to the financial statements, KCLU-FM California Lutheran University adopted 
Accounting Standards Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit 
Entities. The adoption of the standard resulted in additional footnote disclosures and  changes to the 
classification of net assets and the disclosures related to net assets. The ASU has been applied 
retrospectively to all periods presented with the exception of the omission of certain information as 
permitted by the ASU. Our opinion is not modified with respect to this matter. 
 
Also as discussed in Note 2 to the financial statements, as of and for the year ended May 31, 2019, 
the Station adopted Topic 606 – Revenue from Contracts with Customers using the modified 
retrospective method applied to all contracts. Our opinion is not modified with respect to this matter. 
 
Other Matters 

Report on Summarized Comparative Information 

We have previously audited KCLU-FM California Lutheran University’s May 31, 2018 financial 
statements, and we expressed an unmodified audit opinion on those audited financial statements in 
our report dated September 12, 2018. In our opinion, the summarized comparative information 
presented herein as of and for the year ended May 31, 2018, is consistent, in all material respects, 
with the audited financial statements from which it has been derived with the exception of changes as 
discussed in Note 2 to the financial statements that relate to the retrospective application of ASU 
2016-14.  
 

 
 
Los Angeles, California 
September 11, 2019 
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KCLU-FM California Lutheran University 
Statements of Financial Position 

2019 2018
CURRENT ASSETS

Accounts receivable 163,538$           8,065$
Prepaid expenses 31,683 26,349
Beneficial interest in endowment funds invested by

California Lutheran University            1,321,750            1,344,374 
Property and equipment, net 3,355,742          3,322,848          
Intangible assets 475,000             475,000             

Total current assets 5,347,713$        5,176,636$        

Due to California Lutheran University, net 83,391$             451,591$           
Accounts payable 67,155 24,213
Accrued payroll liabilities 88,880 85,785

Total liabilities 239,426             561,589             

Without donor restrictions 3,873,487          3,353,920          
With donor restrictions 1,234,800          1,261,127          

Total net assets 5,108,287          4,615,047          

Total liabilities and net assets 5,347,713$        5,176,636$        

May 31,

NET ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES

ASSETS
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KCLU-FM California Lutheran University 
Statement of Activities 
(With Summarized Comparative Information for the Year Ended May 31, 2018) 

2018

Without Donor With Donor

Restrictions Restrictions Total Total

Contributions

General support from California Lutheran University 75,000$          -$  75,000$          75,000$          

Donated facilities and administrative support

from California Lutheran University 227,457          - 227,457 227,044          

Private gifts and grants 2,137,840       6,150              2,143,990 1,717,268       

Special events revenue 4,800  - 4,800 - 

Corporation for Public Broadcasting

Community Service Grants 148,206          - 148,206 193,271          

Change in beneficial interest 3,703  21,453            25,156 70,844            

Net assets released from restriction 53,930            (53,930)           - - 

Total revenues, gains, and other support 2,650,936       (26,327)           2,624,609       2,283,427       

EXPENSES

Program expenses

Local programming and production 304,978          - 304,978 273,640          

Broadcasting 363,233          - 363,233 320,293          

Program information and promotion 586,246          - 586,246 568,514          

Support expenses

Management and general 539,722          - 539,722 549,672          

Fundraising and membership development 337,190          - 337,190 293,556          

Total expenses 2,131,369       - 2,131,369 2,005,675       

Change in net assets 519,567          (26,327)           493,240          277,752          

NET ASSETS, beginning of year 3,353,920       1,261,127       4,615,047       4,337,295       

NET ASSETS, end of year 3,873,487$     1,234,800$     5,108,287$     4,615,047$     

2019

REVENUES, GAINS, AND OTHER SUPPORT

Years Ended May 31,
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KCLU-FM California Lutheran University 
Statements of Cash Flows 

 
 

2019 2018

Change in net assets 493,240$         277,752$         
Adjustments to reconcile change in net assets to net 

cash flows provided by (used in) operating activities:
Depreciation 128,593           161,423           
Contributions restricted for long-term investments (6,150)              (5,625)              
Change in beneficial interest (25,156)            (70,844)            
Changes in assets and liabilities:

Accounts receivable (155,473)          5,962               
Prepaid expenses (5,334)              179                  
Due to California Lutheran University, net (368,200)          (415,397)          
Accounts payable 42,942             14,602             
Accrued payroll liabilities 3,095               (5,502)              

NET CASH FLOWS PROVIDED BY (USED IN)
OPERATING ACTIVITIES 107,557           (37,450)            

CASH FLOWS FROM INVESTING ACTIVITIES
Distributions for long-term investments in beneficial interest 53,930             37,450             
Purchases for long-term investments in beneficial interest (6,150)              (5,625)              
Acquisition of property and equipment (161,487)          -                       

NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (113,707)          31,825             

CASH FLOWS FROM FINANCING ACTIVITIES
Contributions restricted for long-term investments 6,150               5,625               

NET CASH PROVIDED BY FINANCING ACTIVITIES 6,150               5,625               

NET CHANGE IN CASH AND CASH EQUIVALENTS -                       -                       

CASH AND CASH EQUIVALENTS, beginning of year -                       -                       

CASH AND CASH EQUIVALENTS, end of year -$                     -$                     

SUPPLEMENTAL DISCLOSURES
Interest paid 76,459$           118,063$         
Income taxes paid -$                     -$                     

Years Ended May 31,

CASH FLOWS FROM OPERATING ACTIVITIES

 
 



 
 
KCLU-FM California Lutheran University 
Notes to Financial Statements 
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Note 1 – Organization 
 
KCLU-FM California Lutheran University (the “Station”) is a noncommercial radio station operated by 
California Lutheran University (the “University”). The accounts and reports of the Station are maintained 
as a separate fund in the University’s general accounting system and have been identified and 
segregated from the books of the University for these financial statements. 
 
 
Note 2 – Significant Accounting Policies 
 
The more significant accounting policies which relate to the Station are summarized below: 
 
Basis of presentation – The Station is a department of the University, not a distinct legal entity, and its 
financial statements have been prepared in the same manner as those of the University. The Station 
maintains its accounts in accordance with the principles and practices of fund accounting. Fund 
accounting is the procedure by which resources for various purposes are classified for accounting 
purposes in accordance with activities or objectives specified by donors. 
 
In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 
(ASU) No. 2016-14 Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-
Profit Entities. The Station has adopted the standard as of June 1, 2018, and has adjusted the 
presentation in these financial statements accordingly, through inclusion of information about liquidity and 
availability of resources (Note 7), inclusion of information provided about expenses (Note 8), and changes 
to the presentation of net asset classification on the financial statements as described below. 
 
These financial statements, which are presented on the accrual basis of accounting, have been prepared 
to focus on the Station as a whole. For the purpose of financial reporting, the Station’s resources are 
classified for accounting and reporting purposes into two net asset categories according to the existence 
or absence of donor-imposed restrictions. Descriptions of the two net asset categories and types of 
transactions affecting each category follow: 
 
 Net assets without donor restrictions – Net assets without donor restrictions are free of donor-

imposed restrictions. All revenues, gains, and losses that are not restricted by donors are included in 
this classification. All expenditures are reported in the without donor restrictions class of net assets, 
including expenditures funded by restricted contributions. Expenditures funded by restricted 
contributions are reported in the without donor restrictions net asset class because the use of 
restricted contributions in accordance with donors’ stipulations results in the release of such 
restrictions. 

  



KCLU-FM California Lutheran University 
Notes to Financial Statements 
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Note 2 – Summary of Significant Accounting Policies (continued) 

 Net assets with donor restrictions – Net assets with donor restrictions are limited as to use by
donor-imposed stipulations that may expire with the passage of time or that may be satisfied by action
of the University. Net assets with donor restrictions are designated by donors for specific purposes,
and include unconditional pledges and accumulated appreciation on donor-restricted endowments
which have not been appropriated by the Board of Trustees for distribution. Some net assets with
donor restrictions are required by donors to be held in perpetuity. The donors of substantially all net
assets to be held in perpetuity permit the University to use a portion of income earned on the related
investments for specific purposes.

 Expiration of donor-imposed restrictions – Net assets are released from donor restrictions by
incurring expenses to satisfy the restricted purposes and by occurrence of events specified by the
donors, including the passage of time. Donor restrictions on long-lived assets or cash to construct or
acquire long-lived assets are considered to have expired when the assets are placed in service.

In accordance with ASU 2016-14, net assets as of May 31, 2018, have been reclassified as follows: 

Without Donor With Donor
Restrictions Restrictions

Unrestricted 3,353,920$      -$  
Temporarily restricted - 244,802
Permanently restricted - 1,016,325 

Total net assets 3,353,920$      1,261,127$      

Revenue recognition –  In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with 
Customers (Topic 606). As compared to existing guidance on revenue recognition, ASU 2014-09 
significantly enhances comparability of revenue recognition practices across entities, industries, 
jurisdictions, and capital markets. The largely principle-based guidance in ASU 2014-09 provides a 
framework for addressing revenue recognition issues comprehensively for entities that apply generally 
accepted accounting principles in the United States (U.S. GAAP), in addition to those entities that apply 
International Financial Reporting Standards. The guidance in ASU No. 2014-09 also improves U.S. GAAP 
by reducing the number of requirements which an entity must consider in recognizing revenue, as well as 
requiring improved disclosure to help users of financial statements better understand the nature, amount, 
timing, and uncertainty of revenue that is recognized. On June 1, 2018, the Station adopted ASU 2014-
09, applying the modified retrospective method. The adoption did not have a material impact on the 
measurement or the recognition of revenue. 



KCLU-FM California Lutheran University 
Notes to Financial Statements 
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Note 2 – Summary of Significant Accounting Policies (continued) 

The Station adopted ASU No. 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the 
Accounting Guidance for Contributions Received and Contributions Made, effective June 1, 2018, and 
has applied it prospectively. The ASU scopes out grants and contracts that have reciprocal exchanges 
with the resource provider, and requires the Station to evaluate non-reciprocal transactions as either 
conditional or unconditional for meeting revenue recognition criteria. A transaction is considered 
conditional (and therefore not eligible for revenue recognition) if a barrier must be overcome and either a 
right of return of the asset is required or a right of release to a promisor’s obligation to transfer assets is 
required. 

Revenues from sources other than contributions are recognized when a service has been completed and 
generally reported as increases in net assets without donor restrictions. Expenses are reported as 
decreases in net assets without donor restrictions. Income earned on endowment donor-restricted funds 
is initially classified as net assets with donor restrictions and is reclassified as net assets without donor 
restrictions when expenses are incurred for their intended purpose. 

General Support from California Lutheran University, Private Gifts and Grants, and Corporation for Public 
Broadcasting Community Service Grants – These revenue sources are considered non-reciprocal, 
meaning the granting agency or contributor has not received a direct benefit in exchange for the 
resources provided. These revenues, including unconditional promises to give, are recognized as 
revenues in the period received and are reported as increases in the appropriate categories of net assets 
in accordance with donor restrictions. Expirations of 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 restriction between the applicable classes of net assets. Conditional promises to give are 
not recognized until they become unconditional; that is, when the conditions on which they depend are 
substantially met. 

Contributions of property and equipment without donor stipulations concerning the use of such long-lived 
assets are reported as revenues without donor restrictions. Contributions of cash or other assets to be 
used to acquire property and equipment are reported as revenues with donor restrictions; the restrictions 
are considered to be released at the time such long-lived assets are placed in service. 

Contributions of general support, facilities and administrative support from the University are recognized 
as revenue at fair value in the period received and are reported as increases in net assets without donor 
restrictions. 

Special events – Revenue applicable to the Station’s special events are deferred and later recognized at 
the time when such events occur. 

Prior year summarized comparative financial information – The financial statements include certain 
prior-year summarized comparative information in total, but not by function. Such information does not 
include sufficient detail to constitute a presentation in conformity with U.S. GAAP. Accordingly, such 
information should be read in conjunction with the Station’s financial statements for the year ended May 
31, 2017, from which the summarized information was derived. 
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Note 2 – Significant Accounting Policies (continued) 
 
Cash equivalents – The University considers all highly liquid investments, except those held for long-
term investment, with original maturities of three months or less when purchased to be cash equivalents. 
 
Accounts receivable – Accounts receivable is carried at the unpaid balance on the original amount 
billed, less an estimate made for doubtful accounts, if deemed necessary. Management determines 
whether an allowance for doubtful accounts is necessary by identifying past due accounts and 
considering historical experience. There was no allowance for doubtful accounts at May 31, 2019 and 
2018. Accounts receivable are written-off when deemed uncollectible. Receivables are generally 
unsecured. 
 
Beneficial interest in endowment funds invested by California Lutheran University – The University 
manages the endowment on behalf of the Station. The proceeds of the endowment benefit the radio 
station’s operations. Therefore, the Station has a beneficial interest in these funds. 
 
Property and equipment and intangible assets – Purchased assets are recorded at cost. Donated 
assets are recorded at fair value or appraised value on the date of donation. Intangible assets are non-
monetary assets without physical substance. The Station’s intangible assets consist of a Federal 
Communications Commission broadcasting license acquired for $475,000 during the year ended May 31, 
2013. The license, determined to have an indefinite useful life, is not amortized, but instead is tested for 
impairment at least annually. There were no impairment charges recorded during the years ended May 
31, 2019 and 2018. 
 
The Station depreciates its purchased assets, with the exception of certain intangible assets, on the 
straight-line basis over the estimated useful life of the vehicle (5 years), equipment (3 – 10 years), and 
property (10 – 40 years). Normal repair and maintenance expenses are charged to operations as 
incurred. The Station capitalizes fixed assets acquisitions in excess of $10,000. 
 
Impairment of long-lived assets – The Station reviews long-lived assets, including property and 
equipment and intangible assets, for impairment whenever events or changes in business circumstances 
indicate that the carrying amount of an asset may not be fully recoverable. An impairment loss would be 
recognized when the estimated future cash flows from the use of the asset are less than the carrying 
amount of that asset. To date, there have been no such losses. 
 
Income tax status – The Internal Revenue Service has determined that the University is exempt from 
federal income tax under Section 501c(3) of the Internal Revenue Code as a non-profit organization. It is 
also exempt from state income taxes. However, any unrelated business income may be subject to 
taxation. 
 
The University, of which the Station is a department, follows the accounting standards for contingencies 
in evaluating uncertain tax positions. This guidance prescribes recognition threshold principles for the 
financial statement recognition of tax positions taken or expected to be taken on a tax return that are not 
certain to be realized. No liability or expense has been recognized by the University for uncertain tax 
positions as of and for the years ended May 31, 2019 and 2018. 
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Note 2 – Significant Accounting Policies (continued) 
 
Use of estimates – The preparation of financial statements in conformity with U.S. 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 financial statement, and the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 
 
Reclassifications – Certain amounts presented in the prior year summarized financial information has 
been reclassified to conform to the current year presentation. Reclassifications of prior year amounts had 
no impact on net assets beyond that described above for the adoption of ASU 2016-14. 
 
Advertising costs – Advertising costs were $2,500 and $0 for the years ended May 31, 2019 and 2018, 
respectively, and are expensed when incurred. 
 
Functional allocation of expenses – The costs of providing the various programs and other activities 
has been summarized on a functional basis in the statements of activities. Accordingly, certain expenses 
have been allocated among the programs and supporting services benefited. These expenses require 
allocation on a full-time-equivalent or square-footage basis that is consistently applied. The expenses that 
are allocated include interest, depreciation, salaries and wages, employee benefits, and occupancy and 
utilities. 
 
 
Note 3 – Fair Value Measurements 
 
Accounting Standards Codification (ASC) 820 defines fair value as the price that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. The fair value hierarchy requires an entity to maximize the use of observable inputs 
and minimize the use of unobservable inputs when measuring fair value. The three levels are defined as 
follows: 
 

Level 1 – Quoted prices in active markets for identical assets or liabilities. 
 
Level 2 – Observable inputs other than Level 1 prices, such as quoted prices for similar assets or 
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be 
corroborated by observable market data for substantially the full term of the assets or liabilities. 
 
Level 3 – Unobservable inputs that are supported by little or no market activity and that are significant 
to the fair value of the assets or liabilities. 
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Note 3 – Fair Value Measurements (continued) 

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level of 
input that is significant to the fair value measurement. The following table summarizes financial 
instruments measured at fair value on a recurring basis by classification within the fair value hierarchy as 
of May 31, 2019 and 2018: 

Total Level 1 Level 2 Level 3

Assets

Beneficial interest in endowment funds 

invested by California Lutheran University 2019 1,321,750$      -$  -$  1,321,750$      

Beneficial interest in endowment funds 

invested by California Lutheran University 2018 1,344,374$      -$  -$  1,344,374$      

The following methods and assumptions were used to estimate the fair value for each class of financial 
instrument measured at fair value: 

Beneficial interest in endowment funds invested by California Lutheran University – The Station’s 
endowment funds are held by the University. The beneficial interest in endowment funds invested by the 
University consists of cash equivalents, equities, fixed income, partnerships, and other funds with both 
observable and unobservable inputs, held at fair value. The beneficial interest in endowment funds follow 
the investment strategy of the University and do not require advance notice for redemption. The objective 
of the investments held by the University is to provide a predictable funding stream for its programs while 
protecting the purchase power of the endowment fund. As the beneficial interest in endowment funds is  
based on significant unobservable inputs, the entire beneficial interest is classified as Level 3. While the 
Station believes its valuation methods are appropriate and consistent with other market participants, the 
use of different methodologies or assumptions to determine the fair value of certain financial instruments 
could result in a different estimate of fair value at the reporting date. 

The fair value of the underlying investments that make up the University’s endowment funds is based on 
valuations provided by the external investment managers. The University’s Investment Committee and 
management, in conjunction with the external investment advisors, monitor and analyze the valuation of 
the investments on a quarterly basis. The Investment Committee reports to the Board of Regents of the 
University. The valuations consider variables such as financial performance of investments, recent sales 
prices of investments, and other pertinent information. All investment objectives and strategies used by 
the fund managers comply with the University’s Investment Policy. 

The following table presents a reconciliation of the statements of financial position amounts for financial 
instruments measured at fair value on a recurring basis using significant unobservable inputs (Level 3) for 
the years ended May 31, 2019 and 2018. 
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Note 3 – Fair Value Measurements (continued) 

Net realized

and unrealized

gains included Purchases,

Balance in change in issuances, and Net transfers in Balance

May 31, 2018 net assets settlement, net (out) of Level 3 May 31, 2019

Assets

Beneficial interest in endowment funds 

invested by California Lutheran University 1,344,374$     30,868$          (53,492)$   -$           1,321,750$     

The amount of total gains for the period included in change in net assets attributable to

the change in unrealized gains relating to Level 3 financial instruments still held at

May 31, 2019 30,868$      

Net realized

and unrealized

gains included Purchases,

Balance in change in issuances, and Net transfers in Balance

May 31, 2017 net assets settlement, net (out) of Level 3 May 31, 2018

Assets

Beneficial interest in endowment funds 

invested by California Lutheran University 1,305,355$     70,844$          (31,825)$   -$           1,344,374$     

The amount of total gains for the period included in change in net assets attributable to

the change in unrealized gains relating to Level 3 financial instruments still held at

May 31, 2018 70,844$      

Note 4 – Property and Equipment 

Property and equipment consisted of the following at May 31: 

2019 2018

Property 4,820,576$      4,820,576$      
Equipment 758,690           597,203           
Vehicles 29,396             29,396             

5,608,662        5,447,175        

Less: accumulated depreciation (2,252,920)       (2,124,327)       

Property and equipment, net 3,355,742$      3,322,848$      
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Note 5 – Interfund Transactions and Concentration of Credit Risk 

One checking account is used for all of the University’s funds which is also used as a depository for the 
Station’s receipts. If the Station has a share of this common checking account at year end, it would be 
reported in an asset account “Due from California Lutheran University.” The account “Due to California 
Lutheran University” represents the Station’s balance due to the University for funds used in excess of 
deposits made into this checking account at year end. 

Due from California Lutheran University and Due to California Lutheran University are as follows at May 
31: 

2019 2018

Due from California Lutheran University 1,139,020$      835,126$         
Debt owed to California Lutheran University on capital (1,222,411)       (1,286,717)       

Due to California Lutheran University, net (83,391)$          (451,591)$        

Cash and cash equivalents held by the University in excess of federally insured limits are subject to the 
usual risks of balances in excess of those limits. Investments held by the University are diversified in 
order to limit credit risk and are generally placed in a variety of managed funds administered by different 
investment managers in order to limit credit risk. 

Note 6 – Endowment 

The Station’s endowment consists of the beneficial interest in endowment funds invested by the 
University which consist of approximately 300 individual funds established for a variety of purposes. Its 
endowment includes donor-restricted endowment funds. As required by U.S. GAAP, net assets 
associated with endowment funds, including funds designated by the governing board to function as 
endowments, are classified and reported based on the existence or absence of donor-imposed 
restrictions. 

Interpretation of relevant law – The University’s governing board has interpreted the California-enacted 
version of Uniform Prudent Management of Institutional Funds Act (UPMIFA) as allowing the University to 
appropriate for expenditure or accumulate so much of an endowment fund as the University determines is 
prudent for the uses, benefits, purposes, and duration for which the endowment fund is established, 
subject to the intent of the donor as expressed in the gift instrument. Unless stated otherwise in the gift 
instrument, the assets in an endowment fund shall be donor-restricted assets until appropriated for 
expenditure by the Board of Regents. See Note 2 for further information on net asset classifications. 

The remaining portion of the donor-restricted endowment fund that is not held in perpetuity is classified as 
donor restricted until it is appropriated for expenditure by the University in a manner consistent with the 
standard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the Station considers the 
following factors in making a determination to appropriate or accumulate donor-restricted endowment 
funds:
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Note 6 – Endowment (continued) 
 
1. The duration and preservation of the fund; 
2. The purposes of the Station and the donor-restricted endowment fund; 
3. General economic conditions; 
4. The possible effect of inflation and deflation; 
5. The expected total return from income and the appreciation of investments; 
6. Other resources of the Station; and 
7. The investment policies of the Station. 
 
Endowment net asset composition by type of fund consists of the following as of May 31, 2019: 
 

Without Donor With Donor
Restrictions Restrictions Total

Donor-restricted endowment funds -$                    1,126,274$     1,126,274$     
Board-designated endowment funds 195,476          -                      195,476          

 
Total endowment net assets 195,476$        1,126,274$     1,321,750$     

 
Changes in endowment net assets for the year ended May 31, 2019, are as follows: 
 

Without Donor With Donor
Restrictions Restrictions Total

Endowment net assets, May 31, 2018 191,773$        1,152,601$     1,344,374$     
Investment return

Investment income, net of fees 
of $5,711 9,910              57,366            67,276            

Net appreciation - realized
and unrealized (6,207)             (35,913)           (42,120)           

Total investment return 3,703              21,453            25,156            

Contributions -                      6,150              6,150              
Appropriation of endowment assets 

for expenditure -                      (53,930)           (53,930)           

Endowment net assets, May 31, 2019 195,476$        1,126,274$     1,321,750$     
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Note 6 – Endowment (continued) 

Endowment net asset composition by type of fund consists of the following as of May 31, 2018: 

Without Donor With Donor
Restrictions Restrictions Total

Donor-restricted endowment funds -$  1,152,601$     1,152,601$     
Board-designated endowment funds 191,773          - 191,773

Total endowment net assets 191,773$        1,152,601$     1,344,374$     

Changes in endowment net assets for the year ended May 31, 2018, are as follows: 

Without Donor With Donor
Restrictions Restrictions Total

Endowment net assets, May 31, 2017 181,609$        1,123,746$     1,305,355$     
Investment return

Investment income, net of fees 
of $5,534 898 5,364           6,262              

Net appreciation –
realized and unrealized 9,266              55,316         64,582            

Total investment return 10,164            60,680         70,844            

Contributions - 5,625 5,625              
Appropriation of endowment assets for

expenditure - (37,450) (37,450)           

Endowment net assets, May 31, 2018 191,773$        1,152,601$     1,344,374$     

Funds with deficiencies – From time to time, the fair value of assets associated with individual donor-
restricted endowment funds may fall below the level that the donor or UPMIFA requires the Station to 
retain as a fund of perpetual duration. There were no deficiencies of this nature that are reported in net 
assets with donor restrictions as of May 31, 2019 and 2018. 

Return objectives and risk parameters – The University has adopted investment and spending policies 
that attempt to be prudent and provide a predictable stream of funding to programs supported by its 
endowment while seeking to maintain the purchasing power of the endowment assets. Endowment 
assets include those assets of donor-restricted funds that the University must hold in perpetuity or for a 
donor-specified period(s) as well as board-designated funds. Under this policy, the long-term minimum 
need of the endowment is to exceed a total return averaging at least the annual spending rate plus 
inflation, fees, and costs. Actual returns in any year may vary from this amount. The long-term objective is 
to build endowment value over time by achieving incremental returns in excess of need while 
appropriately managing portfolio risk. 
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Note 6 – Endowment (continued) 

Strategies employed for achieving objectives – To satisfy its long-term rate-of-return objectives, the 
Station relies on a total return strategy in which investment returns are achieved through both capital 
appreciation (realized and unrealized) and current yield (interest and dividends). The Station targets a 
diversified asset allocation that places a greater emphasis on equity-based investments to achieve its 
long-term return objectives within prudent risk constraints. 

Spending policy and how the investment objectives relate to spending policy – The Station has a 
policy of appropriating for distribution each year 5.00% of its endowment fund’s average fair value for the 
twelve quarters prior to and including December 31 preceding the fiscal year end. In establishing this 
policy, the Station considered the long-term expected return on its endowment. Accordingly, over the 
long-term, the Station expects the current spending policy to allow its endowment to grow at an average 
of 4.00% annually. This is consistent with the Station’s objective to maintain the purchasing power of the 
endowment assets held in perpetuity or for a specified term, as well as to provide additional real growth 
through new gifts and investment return. 

Note 7 – Liquidity and Availability 

The following table reflects the Station’s financial assets as of May 31, 2019, reduced by amounts not 
available for general use because of contractual or donor-imposed restrictions within one year of the 
statement of financial position date: 

2019
Financial Assets:

Accounts receivable 163,538$          
Beneficial interest in endowment funds invested by

California Lutheran University 1,321,750         

Total financial assets 1,485,288         

Less those unavailable for general expenditure within one year:
Board-designated endowments (195,476)          
Perpetual and term endowments subject to appropriation

beyond one year (1,126,274)       

Total financial assets available to meet cash needs for
general expenditures within one year 163,538$          
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Note 7 – Liquidity and Availability (continued) 

Endowment funds consist of donor-restricted endowments and funds designated by the Board as the 
quasi-endowment. Income from donor-restricted endowments is restricted for specific purposes and is not 
available for general expenditure. Income from Board-designated endowment has been internally 
designated for special projects. The Station does not intend to spend from the Board-designated 
endowment other than for special projects and has deducted the funds from financial assets available in 
the table above. However, these amounts could be made available if necessary. As part of the Station’s 
liquidity plan, it structures its financial assets to be available as obligations become due. Cash is held in 
interest bearing bank accounts and is invested in short-term fixed-income accounts. 

Note 8 – Functional Allocation of Expenses 

Expenses by function and nature consist of the following for the year ended May 31, 2019, with 
comparative information for 2018: 

Local Program Fundraising and

Programming Information Management Membership

and Production Broadcasting and Production and General Development 2019 2018

147,597$         147,597$         106,270$         70,847$           118,078$         590,389$       575,803$       

40,872   40,873     29,427   19,618   32,698    163,488   145,538   

77,482       116,223   446,646           286,029     117,145     1,043,525    907,714   

23,735   35,603     2,374   22,401   44,802    128,915   97,134   

-    -     -       128,593   -  128,593 161,423   

15,292   22,937     1,529   12,234   24,467    76,459 118,063   

Salaries and wages 

Employee benefits   

Services, supplies, and other 

Occupancy and utilities 

Depreciation

Interest

Total operating expenses 304,978$         363,233$         586,246$         539,722$         337,190$         2,131,369$      2,005,675$      

Total for the years ended May 31,

Note 9 – Subsequent Events 

Subsequent events are events or transactions that occur after the statement of financial position date but 
before financial statements are available to be issued. The Station has evaluated subsequent events 
through September 11, 2019, which is the date the financial statements were available to be issued. The 
Station recognizes in the financial statements the effects of all subsequent events that provide additional 
evidence about conditions that existed at the date of the statement of financial position, including the 
estimates inherent in the process of preparing the financial statements. The Station does not recognize 
subsequent events that provide evidence about conditions that did not exist at the date of the statement 
of financial position but arose after the statement of financial position date and before the financial 
statements are available to be issued. 




