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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, 2021, 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. 

Other Matters 

Report on Summarized Comparative Information 

We have previously audited KCLU-FM California Lutheran University’s May 31, 2020 financial 
statements, and we expressed an unmodified audit opinion on those audited financial statements in 
our report dated September 18, 2020. In our opinion, the summarized comparative information 
presented herein as of and for the year ended May 31, 2020, is consistent, in all material respects. 

Los Angeles, California 
September 2��, 2021 



 
 

See accompanying notes. 3 

KCLU-FM California Lutheran University 
Statements of Financial Position 

 
 

2021 2020

Accounts receivable 37,147$           30,048$           
Prepaid expenses 31,435             30,322             
Due from California Lutheran University, net 1,341,806        455,140           
Beneficial interest in endowment funds invested by

California Lutheran University          1,610,292          1,298,365 
Property and equipment, net 3,098,362        3,234,346        
Intangible assets 475,000           475,000           
Operating lease right-of-use assets 103,411           149,823           

Total assets 6,697,453$      5,673,044$      

Accounts payable 21,553$           8,770$             
Accrued payroll liabilities 93,551             96,926             
PPP small business loan 105,014           -                       
Operating lease liabilities 107,853           153,052           

Total liabilities 327,971           258,748           

Without donor restrictions 4,901,961        4,202,164        
With donor restrictions 1,467,521        1,212,132        

Total net assets 6,369,482        5,414,296        

Total liabilities and net assets 6,697,453$      5,673,044$      

May 31,

NET ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES

ASSETS

 
  



 
 

4 See accompanying notes. 

KCLU-FM California Lutheran University 
Statement of Activities 
(With Summarized Comparative Information for the Year Ended May 31, 2020) 
 

2020

Without Donor With Donor

Restrictions Restrictions Total Total

Contributions

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

Donated facilities and administrative support

from California Lutheran University 586,744          -                     586,744          576,013          

Private gifts and grants 2,047,485       6,550              2,054,035       1,824,239       

HEERF Government Grants 166,011          -                     166,011          -                     

Corporation for Public Broadcasting

Community service grants 163,868          -                     163,868          228,851          

Change in beneficial interest 56,538            305,359          361,897          (4,255)            

Net assets released from restriction 56,520            (56,520)          -                     -                     

Total revenues, gains, and other support 3,077,166       255,389          3,332,555       2,699,848       

EXPENSES

Program expenses

Local programming and production 278,980          -                     278,980          283,241          

Broadcasting 321,230          -                     321,230          331,097          

Program information and promotion 602,695          -                     602,695          596,082          

Support expenses

Management and general 883,680          -                     883,680          880,256          

Fundraising and membership development 290,784          -                     290,784          303,163          

Total expenses 2,377,369       -                     2,377,369       2,393,839       

CHANGE IN NET ASSETS 699,797          255,389          955,186          306,009          

NET ASSETS, beginning of year 4,202,164       1,212,132       5,414,296       5,108,287       

NET ASSETS, end of year 4,901,961$     1,467,521$     6,369,482$     5,414,296$     

2021

REVENUES, GAINS, AND OTHER SUPPORT

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

 
 

2021 2020

Change in net assets 955,186$         306,009$         
Adjustments to reconcile change in net assets to net 

cash flows used in operating activities
Depreciation 135,984           137,660           
Amortization of operating lease right-of-use assets 46,412             -                       
Contributions restricted for long-term investments (6,550)              (6,800)              
Change in beneficial interest (361,897)          4,255               
Changes in assets and liabilities

Accounts receivable (7,099)              133,490           
Prepaid expenses (1,113)              1,361               
Due from California Lutheran University, net (886,666)          (538,531)          
Accounts payable 12,783             (58,385)            
Accrued payroll liabilities (3,375)              8,046               
Operating lease liabilities (45,199)            3,229               

NET CASH FLOWS USED IN OPERATING ACTIVITIES (161,534)          (9,666)              

CASH FLOWS FROM IN



 
 
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 that 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. 
 
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: 
 
�x 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. 

 

�x 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 that 
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. 

 
�x 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. 

  







 
 

KCLU-FM California Lutheran University 
Notes to Financial Statements 
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Note 2 – Summary of Significant Accounting Policies (continued) 
 
Income tax status  – The Internal Revenue Service has determined that the University is exempt from 
federal income tax under Section 501(c)(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, 2021 and 2020. 
 
Use of estimates  – The preparation of financial statements in accordance 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. 
 
Advertising costs  – Advertising costs were $1,553 and $0 for the years ended May 31, 2021 and 2020, 
respectively, and are expensed when incurred. 
 
Functional allocation of expenses  – The costs of providing the various programs and other activities 
have been summarized on a functional basis in the statement 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. 
 

  



 
 
KCLU-FM California Lutheran University 
Notes to Financial Statements 
 
 

10 

Note 3 – Fair Value Measurements (continued) 
 
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. 

 
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, 2021 and 2020: 
 

Total Level 1 Level 2 Level 3

Assets

Beneficial interest in endowment funds 

invested by California Lutheran University 2021 1,610,292$      -$                    -$                    1,610,292$      

Beneficial interest in endowment funds 

invested by California Lutheran University 2020 1,298,365$      -$                    -$                    1,298,365$      

 
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 
follows the investment strategy of the University and does not require advance notice for redemption. The 
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Note 3 – Fair Value Measurements (continued) 
 
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, 2021 and 2020. 
 

Net Realized

and Unrealized

Gains Included Purchases, Net Transfers

Balance in Change in Issuances, and in (out) Balance

May 31, 2020 Net Assets Settlement, net of Level 3 May 31, 2021

Assets

Beneficial interest in endowment funds 

invested by California Lutheran University 1,298,365$     368,447$        (56,520)$         -$                    1,610,292$     

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, 2021 368,447$        

 
Net Realized

and Unrealized

Gains Included Purchases, Net Transfers

Balance in Change in Issuances, and in (out) Balance

May 31, 2019 Net Assets Settlement, net of Level 3 May 31, 2020

Assets

Beneficial interest in endowment funds 

invested by California Lutheran University 1,321,750$     2,545$            (25,930)$         -$                    1,298,365$     

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, 2020 2,545$            

 
 
Note 4 – Property and Equipment 
 
Property and equipment consisted of the following at May 31: 
 

2021 2020

Property 4,820,576$      4,820,576$      
Equipment 591,125           591,125           
Vehicles 45,660             45,660             

5,457,361        5,457,361        
Less: accumulated depreciation (2,358,999)       (2,223,015)       

Property and equipment, net 3,098,362$      3,234,346$      
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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: 
 

2021 2020

Due from California Lutheran University 2,442,291$      1,618,117$      
Due to California Lutheran University for capital improvements (1,100,485)       (1,162,977)       

Due from California Lutheran University, net 1,341,806$      455,140$         

 
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 – PPP Small Business Loan 
 
In May 2021, the Station qualified for and received a loan pursuant to the Paycheck Protection Program 
(PPP), a program implemented by the U.S. Small Business Administration under the Coronavirus Aid, 
Relief, and Economic Security (CARES) Act, for an aggregate principal amount of approximately 
$105,014 (the “PPP Loan”). The PPP Loan bears interest at a fixed rate of 1.0% per annum, with the first 
six months of interest deferred, and has a term of five years. The principal amount of the PPP Loan is 
subject to forgiveness under the PPP upon the Station’s request to the extent that the PPP Loan 
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Note 7 – Restrictions and Limitations on Net Asset Balances 
 
Net assets with donor restrictions consist of the following at May 31: 
 

2021 2020
Net assets held in perpetuity

Endowment funds 1,035,825$         1,022,475$         

1,035,825           1,022,475           

Net assets restricted for time and purpose
Gifts and other unexpended revenues and gains available for

Scholarships, instruction, and other departmental support 108,526              101,726              
Endowment funds 323,170              81,131                

431,696              182,857              

Total net assets with donor restrictions 1,467,521$         1,205,332$         

 
Net assets without donor restrictions consist of the following at May 31: 
 

2021 2020

Operations 4,650,664$         4,007,405$         
Endowment funds – board-designated 251,297              194,759              

4,901,961$         4,202,164$         

 
 
Note 8 – 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. 
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Note 8 – Endowment (continued) 
 
Changes in endowment net assets for the year ended May 31, 2020, are as follows: 
 

Without Donor With Donor
Restrictions Restrictions Total

Endowment net assets, May 31, 2019 195,476$        1,126,274$     1,321,750$     
Investment return

Investment income, net of fees of $5,969 2,366               13,450             15,816             
Net appreciation – realized 

and unrealized (3,083)             (16,988)           (20,071)           

Total investment return (717)                (3,538)             (4,255)             

Contributions -                      6,800               6,800               

Appropriation of endowment assets for
expenditure -                      (25,930)           (25,930)           

Endowment net assets, May 31, 2020 194,759
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Note 9 – Commitments and Contingencies (continued) 
 
Administration has been closely monitoring the impact of COVID-19 on the Station’s operations. The 
duration and intensity of the pandemic are uncertain but may influence future grants, donor decisions, 
and investment performance. 
 
 
Note 10 – Liquidity and Availability 
 
The following table reflects the Station’s financial assets as of May 31, 2021 and 2020, 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: 
 

2021 2020
Financial assets

Accounts receivable 37,147$           30,048$           
Due from California Lutheran University 2,442,291        1,618,117        
Beneficial interest in endowment funds invested by

California Lutheran University 1,610,292        1,753,505        

Total financial assets 4,089,730        3,401,670        

Less: those unavailable for general expenditure within one year
Board-designated endowments (251,297)          (194,759)          
Perpetual and term endowments subject to appropriation

beyond one year (1,358,995)       (1,103,606)       

Total financial assets available to meet cash needs for
general expenditures within one year 2,479,438$      2,103,305$      

 
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. 
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Note 11 – Functional Allocation of Expenses 

Expenses by function and nature consist of the following for the year ended May 31, 2021: 

Local Program Fundraising and

Programming Information Management Membership

and Production Broadcasting and Promotion and General Development Total

Salaries and wages 155,823$         155,823$         112,193$         74,795$           124,658$         623,292$         

Employee benefits 38,658      38,658      27,834      18,556      30,927      154,633    

Services, supplies, and other 48,174      72,261      459,035    625,285    77,078      1,281,833        

Occupancy and utilities 21,456      32,184      2,146        17,165      34,330      107,281    

Depreciation -      -      -      135,984    - 135,984 

Interest 14,869      22,304      1,487        11,895      23,791      74,346 

Total operating expenses 278,980$         321,230$         602,695$         883,680$         290,784$         2,377,369$      

Expenses by function and nature consist of the following for the year ended May 31, 2020: 

Local Program Fundraising and
Programming Information Management Membership

and Production Broadcasting and Promotion and General Development Total

Salaries and wages 145,820$         145,821$         104,992$         69,993$           116,658$         583,284$         
Employee benefits 41,709      41,709      30,030      20,020      33,367      166,835    
Services, supplies, and other 59,319      88,978      457,420    623,468    94,910      1,324,095        
Occupancy and utilities 22,446      33,669      2,245        17,957      35,913      112,230    
Depreciation -      -      -      137,660    - 137,660 
Interest 13,947      20,920      1,395        11,158      22,315      69,735 

Total operating expenses 283,241$         331,097$         596,082$         880,256$         303,163$         2,393,839$      

Note 12 – Subsequent Events 

Subsequent events are events or transactions that occur after the statement of financial position date but 
before the financial statements are available to be issued. The Station has evaluated subsequent events 
through September 2��, 2021, 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. 


