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KERN4THOMPSON

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
The KBOO Foundation
Portland, Oregon

We have audited the accompanying financial statements of The KBOO Foundation (a non-profit organization),
which comprise the statement of financial position as of September 30, 2017, 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.

Auditors’ 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 auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of The KBOO Foundation as of September 30, 2017, 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 The KBOO Foundation's 2016 financial statements, and we expressed an
unmodified opinion on those financial statements in our report dated April 24, 2017. In our opinion, the

summarized comparative information presented herein as of and for the year ended September 30, 2016, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

1. Qoo

Portland, Oregon
April 9, 2018

Kern & Thompson, LLC | 1800 SW First Avenue, Suite 410 | Portland, Oregon 97201 | Phone: (503) 222-3338 | www.kern-thompson.com



THE KBOO FOUNDATION

STATEMENT OF FINANCIAL POSITION

September 30, 2017

(With Comparative Totals as of September 30, 2016)

ASSETS

Cash and cash equivalents
Accounts receivable
Grants receivable

Prepaid expenses

Property and equipment - net

Beneficial interest in assets held by others

Total assets

LIABILITIES AND NET ASSETS

Accounts payable
Accrued payroll and related liabilities
Total liabilities

Net assets
Unrestricted
Undesignated
Board designated for operating reserve
Board designated endowment funds
Total unrestricted
Temporarily restricted

Total net assets

Total liabilities and net assets

See notes to financial statements.
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2017 2016
254,911 § 210,608
26,775 25,138
29,480 34,100
14,204 12,185
325,370 282,031
253,326 255,229
218,348 204,186
797.044 $ 741.446
35,324 § 31,797
28,765 35,220
64,089 67,017
224,185 224,128
190,059 159,534
218,348 204,186
632,692 587,848
100,363 86,581
732,955 674,429
797.044 % 741.446




THE KBOO FOUNDATION

STATEMENT OF ACTIVITIES

Year Ended September 30, 2017
(With Comparative Totals for the Year Ended September 30, 2016)

Revenues, gains and other support

Membership subscriptions

Grants and contributions

50th anniversary contributions

In-kind contributions

Special events, net of expense of $3,796
and $5,936, respectively

Underwriting and advertising

Lease income

Investment return

Other income

Net assets released from restrictions
Total revenue, gains and other support
Expenses
Total program services
Supporting services
Administration
Fund-raising
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

Temporarily Total

Unrestricted Restricted 2017 2016
$ 619,600 $ - 619,600 $ 577,034
148,995 68,804 217,799 81,715
- 82,498 82,498 -
104,136 - 104,136 93,294
12,803 - 12,803 18,353
47,164 - 47,164 69,392
12,150 - 12,150 12,336
26,119 - 26,119 16,506
177 - 177 13,724
971,144 151,302 1,122,446 882,354
137,520 {137,520) - -
1,108,664 13,782 1,122,446 882,354
798,049 - 798,049 721,976
48,889 - 48,889 68,804
216,982 - 216,982 213,063
1,063,920 - 1,063,920 1,003,843
44,744 13,782 58,526 (121,489)
587,848 86,581 674,429 795,918
$ 632,592 $ 100,363 732,955 $ 674,429

See notes to financial statements.
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THE KBOO FOUNDATION
STATEMENT OF CASH FLOWS
Year Ended September 30, 2017
(With Comparative Totals for the Year Ended September 30, 2016)

2017 2016

Cash flows from operating activities:
Change in net assets $ 58,526 $ (121,489)
Adjustments to reconcile change in net
assets to net cash provided by (used in)
operating activities:

Depreciation 35,675 28,530
Net (gain) loss on investments (23,589) (13,498)
Changes in assets and liabilities: -
Accounts receivable (1,637) (22,297)
Grants receivable 4,620 46,100
Prepaid expenses (2,019) (494)
Accounts payable 3,627 (2,170)
Accrued payroll and related liabilities (6,455) 10,324
Net cash provided by (used in) operating activities 68,648 (74,994)
Cash flows from investing activities:
Distributions from beneficial interest in assets held by others 9,427 9,310
Purchase of property and equipment (33,772) (81,101)
Net cash provided by (used in) investing activities (24,345) (71,791)
Net increase in cash and cash equivalents 44,303 (146,785)
Cash and cash equivalents, beginning of year 210,608 357,393
Cash and cash equivalents, end of year $ 254911 $ 210,608

See notes to financial statements.
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THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS

September 30, 2017

NOTE A — DESCRIPTION OF ORGANIZATION

The KBOO Foundation (the Foundation) is an Oregon non-profit corporation which operates an
independent, member-supported, non-commercial, volunteer-powered community radio station in
Portland, Oregon. KBOO embodies equitable social change, shares knowledge, and fosters
creativity by delivering locally rooted and diverse music, culture, news and opinions, with a
commitment to the voices of oppressed and underserved communities.

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Statement Presentation

The Foundation reports information regarding its financial position and activities according to
three classes of net assets: unrestricted, temporarily restricted and permanently restricted.
Accordingly, the net assets of the Foundation and changes therein are classified and reported as
follows:

> Unrestricted Net Assets - Net assets that are not subject to donor-imposed stipulations.
The Board of Directors may designate unrestricted net assets for specific purposes.

> Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations
that will be met either by actions of the Foundation and/or the passage of time.

» Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations
that they be permanently maintained.

Expenses are reported as a decrease in unrestricted net assets. Gains and losses are reported
as increases or decreases in unrestricted net assets unless their use is restricted by explicit
donor stipulation or by law. Expiration of temporary restrictions on net assets (i.e., the
donor-stipulated purpose has been fulfiled and/or the stipulated time period has elapsed) are
reported as net assets released from restrictions.

Cash and Cash Equivalents

The Foundation classifies as cash and cash equivalents all checking, savings, and money market
accounts used for operating purposes.

Contributions

Contributions are recognized when the donor makes a promise to give to the Foundation that is,
in substance, unconditional. Contributions that are restricted by the donor are reported as
increases in temporarily or permanently restricted net assets depending on the nature of the
restrictions. When a restriction expires, or a purpose restriction is satisfied, temporarily restricted
net assets are reclassified to unrestricted net assets. The Foundation has elected to show
temporarily restricted contributions whose restrictions are met in the same fiscal year as
unrestricted.



THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

September 30, 2017

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Contributions (Continued)

The Foundation reports gifts of land, buildings 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
explicit donor stipulations about how long these long-lived assets must be maintained, the
Foundation reports expirations of donor restrictions when the donated or acquired long-lived
assets are placed in service.

Concentrations of Credit Risk

Receivables consist primarily of a grant receivable from one funder, pledges totaling $16,500
made for the Foundation's 50™ anniversary commemorations, and uncollected fees from program
contracts and subleases, all of which are unsecured. No allowance for doubtful accounts has
been recorded, as management believes all accounts are collectible, based on historical
experience and knowledge of current circumstances. Uncollected fees over 90 days old are
considered delinquent and are immaterial at September 30, 2017. The pledges are scheduled to
be paid within one year.

The Foundation has cash and cash equivalents which may exceed depository insurance limits.
The Foundation makes such deposits with high credit quality entities and has not experienced
any credit related losses.

Investments are valued at their fair value in the statement of financial position. Net appreciation in
the fair value of investments, which consists of the realized gains or losses and the unrealized
appreciation (decline) of those investments, is also shown in the statement of activities.

Endowment Investment and Spending Policies

The goal of the Foundation's investment program for funds held as Board designated endowment
is to achieve a total rate of return that will allow the Foundation to respond to today’s needs and
the long-term growth necessary to respond to future needs. The investment objective for
endowed funds is to retain (at a minimum) when possible an increase in the purchasing power of
the funds, while at the same time producing a reasonable return for distribution to meet current
needs. To meet this investment objective, the Foundation follows a total return strategy in which
investment decisions are made with the intent of maximizing the long-term total return of the
portfolio, combining market-value changes (realized and unrealized) and current yield (interest
and dividends). Foundation endowment assets are invested in The Oregon Community
Foundation (OCF) as an endowment partner.

The Foundation has adopted a spending policy based on the policies of its endowment partner,
OCF, to determine the annual amount available for distributions from funds held as Board
designated endowment. Each year OCF sets an annual payout rate for the coming year based on
a 10-year projection of investment return. Currently, if the projected 10-year return is 9% or
above, the payout for grants will be 5% of market value; if the projected 10-year return is below
9%, the payout for grants will be 4-1/2% of market value. Market value is determined using a 13-
quarter trailing average of fund market value.
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THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

September 30, 2017

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Endowment Investment and Spending Policies (Continued)

The Foundation’s investment objective for funds held as Board designated endowment funds is to
preserve capital and, if possible, purchasing power over the life of the fund. To meet this
objective, assets of individual funds are invested in a mixture of cash, bonds, stocks and other
investments that will produce a reasonable return over a reasonable period, consistent with the
payout schedule and program objective of the fund.

Contributed Services

The value of contributed services meeting the requirements for recognition has been recorded in
the financial statements (see Note H). Additionally, numerous volunteers have donated a
significant number of hours to the Foundation. Although these services do not meet the criteria for
recognition under generally accepted accounting principles, they are integral to the Foundation's
mission. The Foundation had approximately 500 volunteers for the year ended September 30,
2017.

Property and Equipment

Fixed assets in excess of $1,500 individually are reported at cost or, in the case of donated
property, at estimated fair value determined as of the date of receipt. Depreciation is calculated
by the straight-line method over the estimated useful lives of individual assets, which range from
5 to 30 years.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Income Tax Status

The Foundation has been granted exemption from federal income taxes under Section 501(c)(3)
of the Internal Revenue Code (the Code) and has been determined not to be a private foundation
under Section 509(a)(1) of the Code. Accordingly, donations made to the Foundation qualify as
charitable contributions.

Allocation of Functional Expenses
The costs of providing the various programs and other activities have been summarized in the

Statements of Activities. Certain costs, including salaries and benefits, rent and utilities, have
been allocated among the programs and supporting services benefited.



THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

September 30, 2017

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Prior Year Summarized Financial Information

The financial statements include certain prior-year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Organization’s financial statements for the year
ended September 30, 2016, from which the summarized information was derived.

Reclassifications

Certain prior-year amounts have been reclassified to conform with the current year's
presentation. These reclassifications had no effect on net assets.

NOTE C - FAIR VALUE MEASUREMENTS
Valuation techniques used to measure fair values are prioritized into the following hierarchy:

Level 1 — Quoted prices in active markets for identical assets. Assets in this level
typically include publicly traded equities, mutual fund investments, exchange traded
funds, and cash equivalents.

Level 2 — Quoted prices for similar assets in active or inactive markets, or inputs derived
from observable market data such as published interest rates and yield curves, over-the-
counter derivatives, market modeling, or other valuation methodologies.

Level 3 — Unobservable inputs that reflect management's assumptions and best
estimates based on available data. Assets in this level include beneficial interest in
assets held by others (Note D).

Fair value of the beneficial interest in assets held by others is determined by the Foundation's
endowment partner, OCF, and is based upon the Foundation’s proportionate interest in OCF's
endowment partner fund liability after adjustments for contributions and distributions made during
the year. OCF's endowment partner fund liability is stated at fair value, which is generally
equivalent to the present value of future payments expected to be made to the endowment

partners.

Realized and unrealized gains and losses from investments are reported in the Statement of
Activities as investment income as they occur. There have been no changes in valuation
techniques and related inputs.

Fair value of assets measured on a recurring basis at September 30, 2017 were:
Level 3

Beneficial interest in assets held by others $ 218,348



THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

September 30, 2017

NOTE C - FAIR VALUE MEASUREMENTS (CONTINUED)

For the year ended September 30, 2017, the changes in investments (all unrestricted board
designated net assets) classified as Level 3 are as follows:

Balance September 30, 2016 $ 204,186
Total gains and (losses) 23,589
Distributions (9.427)

Balance September 30, 2017 $ 218,348

NOTE D — BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS

in December 2000, $100,000 was fransferred to the Oregon Community Foundation (OCF) in
conjunction with the Board designated endowment fund. Variance power was not granted to OCF
unless the Foundation ceases to exist or loses its tax exempt status, and distributions in the
amount of a reasonable rate of return determined by OCF will be distributed to the Foundation
each year.

NOTE E — CASH AND CASH EQUIVALENTS

Cash and cash equivalents at September 30, 2017 consist of:

Cash on hand and in checking $ 60,487

Money market accounts (includes Board
designated operating reserve) 192,814
Brokerage 1,610
$ 254 911

NOTE F - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at September 30, 2017:

Land $ 23,709
Building and improvements 192,720
Office furniture and equipment 166,308
Production and broadcast equipment 1,109,750
Website design 29,390
1,621,877

Less accumulated depreciation (1.268,551)
$ 253,326

Depreciation expense for the year ended September 30, 2017 was $35,675.
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THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

September 30, 2017

NOTE F — PROPERTY AND EQUIPMENT (CONTINUED)

Several pieces of equipment were acquired with partial funding from the National
Telecommunications and Information Administration, which retains a priority reversionary interest
in the equipment. Equipment subject to the reversionary interest totals $17,967 for the year
ended September 30, 2017, and is included in property and equipment on page 2. The
reversionary interest will be in effect through April 2021.

NOTE G - NET ASSETS
In addition to the Board designated endowment funds (see Note D), the Board has designated a
portion of cash and unrestricted net assets as a three-month operating reserve for the future.
These Board designated net assets totaled $190,059 as of September 30, 2017.
Temporarily restricted net assets of $100,363 consist of grants restricted for purpose as of
September 30, 2017.

NOTE H — IN-KIND CONTRIBUTIONS
In-kind contributions of transmitter space rents included in the Statement of Activities for the year
ended September 30, 2017 totaled $64,222. Other in-kind contributions totaled $39,114 for
various services (primarily web advertising used for fundraising) and $800 for goods.

NOTE | - LEASE COMMITMENTS
The Foundation leases tower space for certain repeater stations from third parties under

operating lease agreements for various terms ranging up to 5 years with renewal options. The
minimum rental commitments are summarized as follows:

Year Ending
September 30,
2018 $ 61,625
2019 58,801
2020 58,904
2021 59,009
2022 59,009

$ 297,348

Total rent expense for the year ended September 30, 2017 was $124,123, including in-kind
transmitter space rents contributed.

The Foundation subleases space on the towers to various unaffiliated not-for profit organizations

on a month-to-month basis. Tower rental income is included as “lease income" in the statement of
activities.

10



THE KBOO FOUNDATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

September 30, 2017

NOTE J - EMPLOYEE BENEFIT PLAN

The Foundation maintains a defined contribution plan under Section 401(k) of the Internal
Revenue Code covering eligible employees. Retirement contributions by the Foundation are at
the discretion of the Board of Directors. Contributions totaling $9,646 were made by the
Foundation for the year ended September 30, 2017.

NOTE K - CONCENTRATION OF SOURCE OF SUPPLY OF LABOR
The Foundation's staff, with the exception of management, (representing approximately 75% of
the Foundation's employees), are members of the Communications Workers of America Local

7901, Local #123, American. The Foundation’s contract with the union has been renewed through
September 30, 2020. The Foundation's management are not represented by a union.

NOTE L - SUBSEQUENT EVENTS

Subsequent events have been evaluated through April 9, 2018, which is the date the financial
statements were available to be issued.
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