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Report of Independent Auditors 
 
 
To the Board of Trustees  
of the University of Southern California 

 
We have audited the accompanying combined financial statements of KUSC-FM, KDSC-FM, KDB-FM, KPSC-FM, 
KESC-FM, KDFC-FM, KOSC-FM, KDFG-FM, and KXSC-FM radio stations operated by the University of Southern 
California (“USC Radio”), which comprise the combined balance sheets as of June 30, 2017 and 2016, and the related 
combined statements of activities and changes in net assets and cash flows for the years then ended.  
 
Management's Responsibility for the Combined Financial Statements 
Management is responsible for the preparation and fair presentation of the combined 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 combined 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
Our responsibility is to express an opinion on the combined financial statements based on our audits.  We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the combined financial 
statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the combined 
financial statements.  The procedures selected depend on our judgment, including the assessment of the risks of 
material misstatement of the combined financial statements, whether due to fraud or error.  In making those risk 
assessments, we consider internal control relevant to the USC Radio’s preparation and fair presentation of the combined 
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 USC Radio’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 combined 
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 combined financial statements referred to above present fairly, in all material respects, the financial 
position of KUSC-FM, KDSC-FM, KDB-FM, KPSC-FM, KESC-FM, KDFC-FM, KOSC-FM, KDFG-FM, and KXSC-FM 
radio stations operated by the University of Southern California as of June 30, 2017 and 2016, and the changes in their 
net assets and their cash flows for the years then ended in accordance with accounting principles generally accepted in 
the United States of America. 
 
Other Matters  
The prior year summarized comparative information has been derived from USC Radio’s 2016 financial statements, and 
in our report dated November 22, 2016, we expressed an unqualified opinion on those financial statements.  

USC Radio is a department of the University of Southern California.  As described in Note 2, due to the nature and 
significance of the transactions between USC Radio and the University of Southern California, the financial position, 
changes in net assets and cash flows may not be indicative of the results, which would have been attained if USC Radio 
had operated independently of the University of Southern California. 
 

 
 
Los Angeles, California 
December 8, 2017  
 



 

The accompanying notes are an integral part of these financial statements. 
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USC Radio 
Combined Statements of Financial Position 
June 30, 2017 and 2016 
 

2017 2016

Assets

Cash 207,954$          3,793,198$     

Accounts receivable 131,888 82,188

Pledges receivable 757,295 851,536

Investments 5,968,185 4,872,458

Due from the University of Southern California 8,868,586 4,176,379

Prepaid expenses 5,110 53,670

Intangible assets 17,107,718 16,547,718

Property and equipment, net 547,097 522,450

Total assets 33,593,833$     30,899,597$   

Liabilities and Net Assets

Liabilities

Accounts payable and accrued expenses 400,391$          576,994$        

Deferred revenue 723,726 675,507

Note payable to University of Southern California 4,385,282 5,080,454

Actuarial liability for annuities payable 721,821 766,396

Total liabilities 6,231,220 7,099,351

Net assets  

Without donor restrictions 23,257,197 20,266,608

With donor restrictions 4,105,416 3,533,638

Total net assets 27,362,613 23,800,246

Total liabilities and net assets 33,593,833$     30,899,597$   

 
 
 
 
 
 



 

The accompanying notes are an integral part of these financial statements. 
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USC Radio 
Combined Statement of Activities and Changes in Net Assets for the year ended 
June 30, 2017, with summarized comparative information for the year ended June 30, 2016 
 
 
 
 

2017 2016

Without Donor With Donor Total Total

Restrictions Restrictions

Revenue and Support

Subscription, associate and individual 

 contributions 11,199,858$   610,379$        11,810,237$    11,128,025$   

Corporation and foundation contributions 3,164,217 - 3,164,217        2,474,706

Corporation for Public Broadcasting grants 703,346 - 703,346           878,259

Contribution from the University of -                   

 Southern California 85,713 - 85,713             75,301

Net appreciation in fair value of investments 292,162 46,840 339,002           (342,844)

Present value adjustment to annuities payable - 4,007 4,007               80,953

Other 179,876 - 179,876           161,910

Loss on impairment (440,000) - (440,000)          (100,000)

Net assets released from redesignation 89,448 (89,448) -                   -

Total revenue and support 15,274,620 571,778 15,846,398 14,356,310

Expenses

Programming and production 3,493,716 - 3,493,716        3,326,725

Broadcast operations 3,358,848 - 3,358,848        3,362,336

Fundraising 3,127,598 - 3,127,598        2,993,099

Underwriting and grant solicitation 1,073,507 - 1,073,507        808,710

General and administrative 1,070,588 - 1,070,588        930,450

Web development 159,774 - 159,774           149,900

Total expenses 12,284,031 - 12,284,031 11,571,220

Change in net assets 2,990,589 571,778 3,562,367 2,785,090

Net assets at beginning of year 20,266,608 3,533,638 23,800,246 21,015,156

Net assets at end of year 23,257,197$   4,105,416$     27,362,613$     23,800,246$   

 



 

The accompanying notes are an integral part of these financial statements. 
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USC Radio 
Combined Statements of Cash Flows 
June 30, 2017 and 2016 
 
 

2017 2016

Cash flows from operating activities

Change in net assets 3,562,367$     2,785,090$     

Adjustments to reconcile change in net assets to net cash

provided by operating activities:

Depreciation and amortization 116,781 86,736

Net (appreciation) depreciation in fair value of investments (339,002) 342,844

Actuarial adjustment to annuities payable (4,009) (80,953)

Loss on impairment 440,000 100,000

Gain on the sale of investments (64,298) -

Contribution of corporate sponsor (525,000) -

Contributions with donor restrictions for long-term investments (615,172) (727,193)

Changes in operating assets and liabilities:

(Increase) decrease in accounts receivable (49,700) 1,492

Decrease (increase) in pledges receivable 94,241 (116,529)

Due from the University of Southern California (4,692,207) (565,193)

Decrease (increase) in prepaid expenses 48,560 (30,727)

(Decrease) increase in accounts payable and accrued expenses (176,600) 192,458

 Increase (decrease) in deposits and deferred revenue 48,219 (162,051)

Net cash provided by operating activities (2,155,820) 1,825,974

Cash flows from investing activities

Proceeds from sale of investments 89,438 93,622

Purchase of intangibles (475,000) -

Purchase of investments (846,164) (1,098,446)

Purchases of property and equipment (77,129) (250,995)

Net cash used in investing activities (1,308,855) (1,255,819)

Cash flows from financing activities

Increase in annuities payable due to new gifts - 124,827

Endowment contributions with donor restrictions 615,172 727,193

Decrease in note payable with University of Southern California (695,173) (1,127,522)

Investment gain on annuities payable 48,870 146,252

Payments on annuities payable (89,438) (73,230)

Net cash (used) provided in financing activities (120,569) (202,480)

Net change in cash (3,585,244) 367,675

Cash at beginning of year 3,793,198 3,425,523

Cash at end of year 207,954$        3,793,198$     
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1. General 
 

KUSC-FM, located in Los Angeles, and affiliated stations KDSC-FM, located in Thousand Oaks, 
KDB-FM, located in Santa Barbara, KPSC-FM, located in Palm Springs, KXSC-FM, located in 
Sunnyvale, KOSC-FM, located in Angwin, KDFC-FM, located in San Francisco, KESC-FM, 
located in Morro Bay, and KDFG-FM located in Seaside, (collectively referred to as “USC Radio”) 
are noncommercial, not-for-profit, educational radio stations which are owned and operated by 
the University of Southern California (the “University”). 

 
USC Radio entered into asset purchase agreements on: 

 May 1, 2009, acquiring the FCC license of KXTY, a radio station in Morro Bay, CA (now 
referred to as KESC-FM), also a noncommercial, not-for-profit, educational radio station.   

 

 January 12, 2011, acquiring the FCC license of KNDL (now referred to as KDFC), a radio 
station in Angwin, CA, a noncommercial, not-for-profit, radio station.  The purchase 
closed on April 4, 2011. 

 

 January 14, 2011, acquiring the CD library, email subscriber list and call letters of KDFC, 
a commercial radio station in San Francisco, CA, owned at that time by Entercom. 

 

 January 25, 2011, acquiring the FCC license of KUSF (now referred to as KOSC), a radio 
station in San Francisco, CA, a noncommercial, not-for-profit radio station. The purchase 
closed June 7, 2012. 

 

 March 27, 2012, acquiring the FCC license of KCNL (now referred to as KXSC), a radio 
station in Sunnyvale, CA, now operated as a noncommercial, not-for-profit radio station.  
The purchase closed May 25, 2012. 

 

 March 27, 2014, acquiring the FCC license of KDB, a radio station in Santa Barbara, CA, 
a noncommercial, not-for-profit radio station.  The purchase closed August 27, 2014. 

 

 June 15, 2016, acquiring the FCC license of KBOQ, a radio station in Seaside, CA (now 
referred to as KDFG-FM), a noncommercial, not-for-profit, educational radio station. The 
purchase closed August 26, 2016. 
  

In accordance with the Corporation for Public Broadcasting Financial Reporting Guidelines, the 
financial statements of KUSC-FM, KDSC-FM, KDB-FM, KPSC-FM, KESC-FM, KOSC-FM, KDFC-
FM, KDFG-FM, and KXSC-FM have been combined for financial statement presentation 
purposes.  
 
On June 10, 2016, an agreement was entered into by Mount Wilson Broadcasters and USC 
Radio whereby USC Radio would purchase the broadcast license and certain related assets of 
KBOQ, a commercial FM station in Seaside, California for $475,000 and would receive as a 
donation the broadcast license and certain related assets of KMZT, a commercial FM station in 
Big Sur, California.  The assignment application was filed June 15, 2016, with the Federal 
Communications Commission by Mount Wilson Broadcasters. The call signs for the stations did 
not transfer; therefore, they were changed upon closing to KDFG, Seaside and KDFH, Big 
Sur.  On August 26, 2016, a bill of sale was signed pursuant to the agreement dated June 15, 
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June 30, 2017 and 2016 
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2016.  The donated KDFH license and related assets were subsequently surrendered in 2017, as 
they were not employed by USC Radio. Furthermore, USC Radio recognized a contribution of 
$525,000 on the acquisition of KDFG, which was the difference between the purchase price of 
$475,000 and the market value of $1 million that was assigned to the KDFG license. 
 
 
On January 26, 2017, CPRN assigned ownership of the California radio stations KDFC (FM), 
K223AJ and KOSC (FM) to USC pursuant to the terms of the Assignment and Assumption of the 
FCC Licenses agreement.  The FCC approved the consent to assignment on January 23, 2017. 

As of May 1, 2017, KOSC and KDFC swapped call letters.  KOSC became KDFC and KDFC 
became KOSC. 

2. Summary of Significant Accounting Policies 
 
Basis of Presentation 
The accompanying combined financial statements present the financial position and operations of 
USC Radio, which includes the combined stations and a consolidated subsidiary, CPRN.  They 
have been prepared on the accrual basis of accounting, in accordance with accounting principles 
generally accepted in the United States of America. 
 
All material inter-station transactions have been eliminated in the combined financial statements. 
 
Net assets without and with donor restrictions: 

 
Net assets without donor restrictions are the part of net assets of a not-for-profit entity that are 
not subject to donor-imposed restrictions. A donor-imposed restriction is a donor stipulation that 
specifies a use for a contributed asset that is more specific than broad limits resulting from the 
following: a) the nature of the not-for-profit entity b) the environment in which it operates c) the 
purposes specified in its articles of incorporation or bylaws or comparable documents. 

 
This classification includes all revenues, gains, and expenses not restricted by donors. The 
university reports all expenditures in this class of net assets, since the use of restricted 
contributions in accordance with donors’ stipulations results in the release of the restriction. 

 
The part of net assets of a not-for-profit entity that is subject to donor-imposed restrictions 
includes contributions for which donor imposed restrictions have not been met (primarily future 
capital projects), endowment appreciation, charitable remainder unitrusts, pooled income funds, 
gift annuities and pledges receivable which are included in with donor restrictions net assets.  

 
Summarized Comparative Information 
The financial statements include certain prior-year summarized comparative information in total 
but not by net asset category.  Such information does not include sufficient detail to constitute a 
presentation in conformity with accounting principles generally accepted in the United States of 
America.  Accordingly, such information should be read in conjunction with USC Radio’s 
combined financial statements for the year ended June 30, 2016 from which the summarized 
financial information was derived.   
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2. Summary of Significant Accounting Policies (Continued) 

 

Cash and Cash Equivalents 

All highly liquid investments with original maturities of three months or less are considered to be 

cash equivalents. 

Investments 
Investments are stated at fair value.  Net appreciation (depreciation) in the fair value of 
investments, which consists of realized gains or losses and the unrealized appreciation 
(depreciation) on those investments, is shown on the Statement of Activities. Realized gains and  
losses upon the sale of investments are calculated using the specific identification method and 
trade date. 
 
Investments included units in the University’s pooled investment fund and real estate.  The 
University’s pooled investment fund invests in bonds, stocks, hedge funds, private capital and  
other investments.  The value of USC Radio’s investment in pooled investment fund is reported 
based on its percentage of investment in relation to the entire pool.  Real estate received in  
connection with charitable gift annuities and outright gift of the donor’s estate is recorded at fair 
value at the date of gift. 
 
USC Radio applies the provision of Financial Accounting Standards Board (“FASB”) Accounting 
Standards Codification (“ASC”) 820, Fair Value Measurements, which defines fair value as the 
exchange price that would be received for an asset or paid to transfer a liability (an exit price) in 
the principal or most advantageous market for the asset or liability in an orderly transaction 
between market participants on the measurement date. 
 
The following describes the hierarchy of inputs used to measure fair value and the primary 
valuation methodologies used by USC Radio for financial instruments measured at fair value on a 
recurring basis.  The three levels of inputs are as follows: 
 

• Level I - Quoted prices in active markets for identical assets or liabilities. 
 

• Level II - Inputs other than Level I that are observable, either directly or indirectly, 
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 same term of the assets or liabilities. 
 

• Level III - 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.  USC Radio considers additional 
factors in appropriately classifying the investments in the fair value hierarchy.  An investment is 
generally classified as Level II if USC Radio has the ability to withdraw its investment with the 
investment fund at net asset value at the measurement date.  An investment is generally 
classified as Level III if USC radio does not have the ability to withdraw its investment with the 
investment fund at net asset value, such as investments in closed-end funds, “side pockets”, or 
funds with suspended withdrawals imposed (if any). 
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2. Summary of Significant Accounting Policies (Continued) 
 
Property and Equipment 
Property and equipment is stated at cost or estimated fair value determined as of the date of 
receipt.  Depreciation is computed on a straight-line basis over the estimated useful lives of the 
assets ranging from 4 to 10 years. 
 
FCC Licenses (Indefinite Lived Intangible Assets) 
In accordance with ASC 350, USC Radio determined the FCC broadcasting licenses are 
indefinite lived.  Indefinite lived intangible assets are stated at estimated fair value  
determined as of the date of purchase and will not be amortized. The licenses will be tested for 
impairment annually. Specifically, the carrying value of the individual licenses is compared to the  
fair value of comparable stations recently sold.  If the fair value is below the carrying amount, the 
asset will be impaired. 

 
Contributions 
Donor without restriction contributions and grants are recognized as revenue when received.  
Other donor without restriction revenues are recognized as earned.  Unconditional promises to 
give are recorded as contributions when received at the net present value of the amounts 
expected to be collected. 
 
Donor with restriction contributions and grants whose restrictions are met in the same reporting 
period are reported as revenue without donor restrictions and support. 
 

 Due from the University of Southern California 
Due from the University of Southern California represents unexpended gift and grant funds 
maintained in the University’s working capital funds. 
 
Annuities 
The actuarial liability for annuities payable include gift annuities, unitrusts and life estates which 
are based on the present value of future payments using discount rates ranging from 3.25% to 
6.00%.  The liabilities are adjusted during the terms of the trust for changes in the fair value of the 
assets, accretion of discounts, and other changes in the estimates of future benefits.  The 
valuation followed generally accepted actuarial methods and was based on the requirements of 
FASB ASC 958.  The 2012 Individual Annuity Mortality Basic Table (without margin) for Males 
and Females with Projection Scale G2 for Males and Females were used in the valuations. 

 
Subscription Revenue 
Subscription revenue which primarily consists of cash donations from donors through fund-raising 
activities is recorded when received.  Fund-raising expenses related to promotional items 
distributed to subscribers are recognized as incurred.  All promotional items are mailed at the 
time subscriptions are made; therefore, no liability is recognized in the financial statements. 
 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period.  Actual results could differ from those estimates. 
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2. Summary of Significant Accounting Policies (Continued) 

Recent Accounting Pronouncements:  

In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from 
Contracts with Customers. ASU 2014-09 outlines a single comprehensive standard for revenue 
recognition across all industries and supersedes most existing revenue recognition guidance. In 
addition, ASU 2014-09 will require new and enhanced disclosures. ASU 2014-09 will become  
effective for annual reporting periods beginning after December 15, 2017. USC Radio is 
currently evaluating the effect of adoption to the financial statements.  
 
In April 2015, the FASB issued ASU 2015-05, Customer’s Accounting for Fees Paid in a Cloud 
Computing Arrangement. ASU 2015-05 clarifies how customers in cloud computing 
arrangements should determine whether arrangements include a software license. The 
standard also eliminates the requirement that customers analogize to the leases standard when 
determining the asset acquired in a software licensing arrangement. This ASU is effective for 
fiscal years beginning after December 15, 2016, with early adoption permitted. USC Radio early 
adopted ASU 2015-05 for fiscal 2016.   
 
In February 2016, the FASB issued ASU 2016-02, Leases.  ASU 2016-02 requires recognition 
of rights and obligations arising from lease contracts, including existing and new arrangements, 
as assets and liabilities on the balance sheet. ASU 2016-02 is effective for annual reporting 
periods beginning after December 15, 2018. USC Radio is currently evaluating the effect of 
adoption to the financial statements.   
 
In July 2016, the USC Radio adopted ASU 2014-15, Presentation of Financial Statements – 
Going Concern: Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going 
Concern.  There was no material impact to the financial statements as a result of adoption. 

 
In August 2016, the FASB issued ASU 2016-14, Presentation of Financial Statements for Not-
for-Profit Entities, which revises the not-for-profit financial reporting model.  ASU 2016-14 
provides for additional disclosure requirements and modifies net asset reporting.  The standard 
requires USC Radio reclassify its net assets (i.e. unrestricted, temporarily restricted, and  
permanently restricted) into two categories; net assets without donor imposed restrictions and 
net assets with donor imposed restrictions, among other requirements.  USC Radio early  
adopted ASU 2016-14 in 2017 and applied the changes retrospectively.  With the adoption of 
ASU 2016-14 USC Radio has updated the presentation in its statements of activities to  
include the reporting of operating subtotals.  As a result of adopting this standard, certain prior 
year amounts were reclassified to conform to the presentation requirements. 
 
In August 2016, the FASB issued ASU 2016-15, Classification of Certain Cash Receipts and 
Cash Payments.  The standard addresses the classification of certain transactions within the 
statement of cash flows, including cash payments for debt repayment or debt extinguishment 
costs, contingent considerations payments made after a business combination, and distribution 
received from equity method investments.  The ASU is effective for fiscal years beginning after 
December 15, 2018.  Early adoption is permitted. USC Radio is currently evaluating the effect 
of adoption to the financial statements. 
 
In January 2017, the FASB issued ASU 2017-02, Clarifying When a Not-for-Profit Entity that is 
a General Partner or a Limited Partner Should Consolidate a For Profit Limited Partnership or 
Similar Entity, which amends the consolidation guidance for not for profit “NFP” entities in ASC  
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2. Summary of Significant Accounting Policies (Continued) 
 
958-810. The issued final guidance clarifies the model used by NFP entities to evaluate the 
consolidation of investments in limited partnerships (and limited liability companies that are 
similar to limited partnerships).  Under the new guidance, NFP investors in a limited partnership 
or a similar entity will continue to apply a presumption that the general partner has control and 
should consolidate the investments unless substantive kick-out or participation rights held by  
 
any limited partners overcome that presumption.  If the general partner does not have control, 
the limited partners have to evaluate whether they have control. If a limited partner has control, 
the consolidation is required unless the investment is part of a portfolio for which the NFP 
“portfolio-wide” fair value option has been elected.  In that situation, the limited partner can 
instead report its interest at fair value, mirroring an exception that already exists for NFP 
general partners.   
 
The new standard also affirms the FASB’s intent to retain that NFP “portfolio-wide” fair value 
option under its new investment recognition and measurement rules that will take effect in fiscal 
years beginning after December 15, 2018.  The new guidance should be adopted at the same 
time an NFP adopts the FASB’s other new consolidation guidance, which is required for fiscal 
years beginning after December 15, 2016. Early adoption is permitted.  NFPs that early-adopt 
the consolidation guidance should apply the new guidance retrospective to earlier periods 
affected by that adoption.  USC Radio is evaluating the impact that the standard will have on 
the consolidated financial statements and related disclosures. 
 
 

3. Liquidity and Availability 
 

2017 2016

Total assets at year end 33,068,833$       30,899,597$     

   Less:

     Pledges receivable due in more than one year   (699,520)             (837,120)          

     Donor-restricted endowment funds (2,760,383)          (2,145,212)       

     Board-designated endowment funds (1,898,245)          (1,423,961)       

     Annuities and living trusts (587,736)             (536,889)          

     Prepaid expenses and other assets (25,456,414)        (20,777,767)     

     Property, plant, and equipment (547,097)             (522,450)          

Financial assets available at year end for current use 1,119,438$         4,656,198$       
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4. Investments 
 
Investments are comprised of the following: 
 

2017 2016

University pooled investment fund 4,658,628$         3,569,173$       

Gift Annutites & Life Estates 1,309,557 1,303,285

Total 5,968,185$         4,872,458$        
 

 
The following table summarizes the financial instruments carried at fair value as of June 30, 2017, 
by the ASC 820 valuation hierarchy defined above: 
 

Investments: Level 1 Level II Level III Total

University pooled investment fund -$               4,658,628$       -$            4,658,628$    

Gift Annutites & Life Estates 1,309,557      -                   -              1,309,557      

Total Investments 1,309,557$    4,658,628$       -$            5,968,185$    

 
 

The following table summarizes the financial instruments carried at fair value as of June 30, 2016, 
by the ASC 820 valuation hierarchy: 
 

Investments: Level 1 Level II Level III Total

University pooled investment fund -$              3,569,173$    -$               3,569,173$      

Gift Annutites & Life Estates 1,303,285     -                -                 1,303,285        

Total Investments 1,303,285$   3,569,173$    -$               4,872,458$       
 
 
5. Property and Equipment 
 

Property and equipment consists of: 
 

2017 2016

Equipment 1,748,729$      1,758,269$      

Leasehold Improvements -                   54,397$           

Less: Accumulated depreciation and amortization (1,201,632)       (1,290,216)       

Total 547,097$         522,450$          
 

 
Depreciation and amortization expense for the years ended June 30, 2017 and 2016 amounted to 
$116,781 and $86,736, respectively. 
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6. Intangible Assets 
 

KUSC has acquired various FCC licenses, which it treats as indefinite lived intangible assets.   
 

2017 2016

              KXTY (referred to as 'KESC-FM') 900,000$      900,000$         

              KNDL (referred to as 'KDFC-FM') 2,260,000 2,650,000        

              KCNL (referred to as KXSC-FM') 7,502,699 7,502,699        

              K212AA 205,000 205,000           

              KUSF (referred to as KOSC-FM') 3,840,019 3,840,019        

              KDB 1,400,000 1,400,000        

              KDFG 1,000,000 -                  

              Other -                50,000             

              Total 17,107,718$ 16,547,718$    

 
 

In 2017, KNDL was impaired, resulting in $390,000 loss.  In addition, the “other” intangible asset 
carrying value related to Entercom in the amount of $50,000 was impaired as it was determined 
this trademark/logo is no longer used. 

 
7. Net Assets 
 

Net assets with donor imposed restrictions under annuity trust agreements represent funds 
previously collected but not yet expended or released from their restrictions.  At June 30, 2017 
and 2016, the donor with restrictions balance of $703,096 and $746,544, respectively, related to 
annuity trust agreements and pledges receivables.   
 
At June 30, 2017 and 2016, net assets with donor imposed restrictions that are comprised of an 
investment in perpetuity of $3,402,320 and $2,787,094, respectively, of which the income is 
expendable to support educational activity. 

 
 
8. Endowment 
 

The University’s Board of Trustees has interpreted the “Uniform Prudent Management of 
Institutional Funds Act” (UPMIFA) as requiring the preservation of the original gift as of the gift 
date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary.  
As a result of this interpretation, the University classifies as donor-restricted funds (a) the original 
value of gifts donated to the endowment, (b) the original value of subsequent gifts to the 
endowment, and (c) accumulations to the endowment made in accordance with the direction of 
the applicable donor gift instrument at the time the accumulation is added to the fund. 

 
In accordance with UPMIFA, the University considers various factors in making a determination to 
appropriate or accumulate endowment funds including: duration and preservation of the fund, 
economic conditions, effects of inflation or deflation, expected return on the funds and other 
economic resources of the University. 
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8. Endowment (Continued) 
 
Endowment net asset composition by type of fund consists of the following: 
 

2017

Without Donor With Donor 

Restrictions Restrictions Total

Donor-restricted endowment funds -$                    2,760,383$      2,760,383$      

Board-designated endowment funds 1,898,245      - 1,898,245      

Total endowment funds 1,898,245$    2,760,383$      4,658,628$      

2016

Without Donor With Donor 

Restrictions Restrictions Total

Donor-restricted endowment funds -$                    2,145,212$      2,145,212$      

Board-designated endowment funds 1,423,961      - 1,423,961      

Total endowment funds 1,423,961$    2,145,212$      3,569,173$       
 
 

Changes in endowment net assets consist of the following: 
 

Year ended June 30, 2017

Without Donor With Donor

Restrictions Restrictions Total

Endowment net assets,

beginning of year 1,423,961$      2,145,212$      3,569,173$          

Investment return:

Investment income 186,457 - 186,457

Net appreciation 292,162 - 292,162

Total investment return 478,619 - 478,619

Gifts and transfers 182,122 615,171 797,293

Appropriation of endowment assets

for expenditures (186,457) - (186,457)

Endowment net assets

as of June 30, 2017 1,898,245$      2,760,383$      4,658,628$        
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8. Endowment (Continued) 
 

Year ended June 30, 2016

Without Donor With Donor 

Restrictions Restrictions Total

Endowment net assets,

beginning of year 1,638,321$   1,418,018$      3,056,339$    

Investment return:
Investment income 145,736 - 145,736

Net appreciation (214,360) - (214,360)

Total investment return (68,624) - (68,624)

Gifts and transfers - 727,193 727,193

Appropriation of endowment assets

for expenditures (145,736) - (145,736)

Endowment net assets

as of June 30, 2016 1,423,961$   2,145,212$      3,569,173$     
 
 

Endowments with donor restrictions are to be utilized and restricted for program support.  
 
From time to time, the fair value of assets associated with individual donor-restricted endowment 
funds may fall below the value of the initial and subsequent donor gift amounts (deficit).  When 
donor endowment deficits exist, they are classified as a reduction of net assets without 
restrictions.  Deficits of this nature reported in net assets without restrictions were $0 as of 
June 30, 2017 and $28,071 as of June 30, 2016.  Any such deficits resulted from unfavorable 
market fluctuations that occurred shortly after the investment of newly established endowments, 
and authorized appropriation that was deemed prudent. 
 
The University has adopted endowment investment and spending policies that attempt to provide 
a predictable stream of funding to programs supported by its endowment while seeking to 
maintain the purchasing power of endowment net assets.  Under these policies, the return 
objective for the endowment assets, measured over a full market cycle, shall be to maximize the 
return against a blended index, based on the endowment’s target allocation applied to the 
appropriate individual benchmarks.  The University expects its endowment funds over time, to 
provide an average rate of return of approximately 8.0% annually.  Actual returns in any given 
year may vary from this amount. 
 
To achieve its long-term rate of return objectives, the University relies on a total return strategy in 
which investment returns are achieved through both capital appreciation (realized and unrealized 
gains) and current yield (interest and dividends).  The University targets a diversified asset 
allocation that places greater emphasis on equity-based investments to achieve its long-term 
objectives within prudent risk constraints. 
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8. Endowment (Continued) 
 
The University utilizes a spending rule for its pooled endowment.  The spending rule determines 
the endowment income and realized gains to be distributed currently for spending with the  
provision that any amounts remaining after the distribution be transferred and reinvested in the 
endowment pool as funds functioning as endowment. 
 

9. Operating Lease 
 

The University enters into lease agreements on behalf of USC Radio. The University is the lessee 
of various equipment and space under non-cancellable operating leases.  Future minimum lease 
payments due under non-cancellable operating leases are as follows: 
 

2018 921,007$          

2019 934,366            

2020 921,749            

2021 778,303            

2022 667,307            

                         Thereafter 2,056,863         

                         Total 6,279,595$        
 
Total rent expense for the years ended June 30, 2017 and 2016 amounted to $934,236 and 
$669,700, respectively. 
 

10. Pledges Receivables 
 

Unconditional promises are included in the consolidated financial statements as pledges 
receivable and revenue of the appropriate net asset category. Pledges are recorded after 
discounting using a rate of 4% to the present value of the future cash flows.  
 
Unconditional promises are expected to be realized in the following periods: 
 

2017 2016

In one year or less 132,981$    100,000$         

Between one year and five years -             137,600           

More than five years 699,520      699,520           

Less: Discount of $75,206, and allowance of $0 (75,206)      (85,584)           

Total 757,295      851,536$         

Pledges receivable at June 30, 2017 have the following restrictions:

Endowment for departmental programs and activities 641,935$    641,881$         

Departmental programs and activities 115,360      209,655           

Total 757,295$    851,536$          
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11. Related Party Transactions 
 

The University of Southern California provides support to USC Radio and CPRN by providing 
funds for the radio stations day-to-day operations and providing funds for purchases of long-lived 
assets.  In fiscal year 2006, the University entered into a lease agreement for the USC Radio 
office space, refer to Note 9 Operating Leases for the lease obligation. 

 
In FY 2012, USC Radio entered into a bridge loan with USC for $7,502,699 at 6% interest.  The 
terms of the loan allow for USC Radio to pay down the loan as funds are available.  There is no 
defined repayment schedule and USC Radio accrues interest based upon the principal and 
accumulated interest outstanding. 
 

12. Tax Status 
 

The University of Southern California, which operates the radio stations, is generally exempt from 
federal income taxes under the provisions of Internal Revenue Code Section 501 (c)(3).  The 
University is also generally exempt from payment of California state income, gift, estate and 
inheritance taxes.   
 

13. Subsequent Events 
 

USC Radio has performed an evaluation of subsequent events through December 8, 2017, which 
is the date the financial statements were available to issue. 
  


