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KUTE, INC.

Current assets

Cash and cash equivalents………………………………………………………………………………………..25,473$         

Cash held by the Southern Ute Indian Tribe……………………………………………. 98,683

Pledges receivable, net (Note 2)………………………………………………………………………………………..18,783

Accounts receivable, net (Note 2)……………………..………………………………………………..….30,517

Prepaid expenses………………………………………………………………………………………..23,134

Total current assets………………………………………………………………………………………..196,590

Other assets

Property and equipment, net (Note 3)………………………………………………………………………………………..114,547

Construction in progress (Note 4)………………………………………………………………. 22,634

Intangible assets (Note 5)………………………………………………………………….. 66,844

Deposits……………………………………………………………………………………. 2,336

Restricted cash held by the Southern Ute Indian Tribe (Note 6)……………………………. 13,610

Cash designated for capital campaign (Note 6)…………………………………………………………………….183,622

Total other assets………………………………………………………………………………………..403,593

Total assets………………………………………………………………………………….……………..600,183$       

Current liabilities 

Accounts payable………………………………………………………………………………………..15,660$         

Accrued liabilities………………………………………………………………………..…………………..69,544           

Deferred revenue………………………………………………………………………………………..32,256           

Total current liabilities………………………………………………………………………………………..117,460

Net assets (Note 8)

Unrestricted net assets………………………………………………………………………………………..289,685

Temporarily restricted net assets………………………………………………………………………………………..193,038         

Total net assets………………………………………………………………………………………..482,723

Total liabilities and net assets………………………………………………………………………………………..600,183$       

September 30, 2016

ASSETS

LIABILITIES AND NET ASSETS

STATEMENT OF FINANCIAL POSITION

The accompanying notes are an integral part of these financial statements.
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KUTE, INC.

Unrestricted net assets activity:
Support and revenue

Contributions and memberships……………………………………………………………………………………….376,904$      
Business underwriting……………………………………………………………………………………….355,274        
Grants from Corporation for Public Broadcasting (CPB)……………………………………………………………………………………….195,834
Special events……………………………………………………………………………………….144,522        
In-kind support from Southern Ute Indian Tribe (Note 11)……………………………………………………………………………………….127,750        
Interest income………………………………………………………………………………………. 44                 

1,200,328     

Released from restriction in satisfaction of program restrictions……………………………………………………………………………………….61,135          

Total revenue and support……………………………………………………………………………………….1,261,463     

Operating expenses (Note 9)
Production and programming……………………………………………………………………………………….559,347        
Broadcasting……………………………………………………………………………………….136,877        
Program information and promotion…………………………………...………………………………………………………………………….18,841          
Management and general……………………………………………………………………………………….274,196        
Fundraising and membership development……………………………………………………………………………………….195,983        
Underwriting and grant solicitation……………………………………………………………………………………….118,352        
Depreciation……………………...……………………………………………………………………………………….36,461

Total operating expenses………………………………………………………………………….1,340,057

Capital campaign expenses……………………………………………………………………………………….34,153          
Special event costs…………………………………..…………………………………………102,617        

Total expenses……………………………………………………………………………………….1,476,827     

Change in unrestricted net assets……………………………………………………………………………………….(215,364)       

Temporarily restricted net assets activity:
Restricted grant from CPB…………………………………………………………….. 52,788          
Capital campaign contributions………………………..………………………………………..38,112          
Released from restriction in satisfaction of program restrictions……………………………………………………………………………………….(61,135)         

Change in temporarily restricted net assets……………………………………………………………………………………….29,765          

Change in total net assets……………………………………………………………………………………….(185,599)       

Total net assets, beginning of year……………………………………………………………………………………….668,322        

Total net assets, end of year……………………………………………………………………………………….482,723$      

For the Year Ended September 30, 2016
STATEMENT OF ACTIVITIES

The accompanying notes are an integral part of these financial statements.
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KUTE, INC.

Increase (Decrease) in Cash and Cash Equivalents

(Excluding restricted cash)

Cash flows from operating activities:

Cash received from contributors and members…………………….……………..…………….446,035$       

Cash received from underwriters………………………………………………..………………………………………355,322         

Cash received from grantors………………………………………………..………………………………………248,622         

Cash paid to vendors…………………………………….………………………….…………………………………………(616,797)       

Cash paid for employee salaries, wages and benefits……………………………...…………………………………………………………(570,949)       

Interest received………………………………………………………………………….………………………………………….44                  

Net cash used by operating activities………………………...…………………………………………………………………(137,723)       

Cash flows from investing activities:

Property and equipment purchases and construction costs……………………………………………………..………………………………………(21,261)         

Transfers from restricted cash……………………………...…………………………………… 2,400             

Deposits recovered……………………………………………………………………….. 219                

Net cash used by investing activities……………………………………………………………………………(18,642)         

Cash flows from financing activities:

Contributions restricted for asset acquisition…………………….…………………………. 38,112           

Net cash provided by financing activities……………………………………………………………………………38,112           

Net decrease in cash and cash equivalents……………………………………………………………………………(118,253)       

Cash and cash equivalents, beginning of year………………………….……………………………………………………………426,031

Cash and cash equivalents, end of year……………………………………………………………………………307,778$       

Cash and cash equivalents as reported on the statement of financial position

Cash and cash equivalents ………………………………….………………………………………………………25,473$         

Cash held by the Southern Ute Indian Tribe……………………………………………. 98,683           

Cash designated for capital campaign………………………………….………………. 183,622         

307,778$       

For the Year Ended September 30, 2016
STATEMENT OF CASH FLOWS
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KUTE, INC.

Reconciliation of change in net assets to net cash used

by operating activities:

Change in net assets…………………………………………………………………………… (185,599)$     

Adjustments to reconcile:

Depreciation…………………………………………………………………..……………………………………39,703           

Bad debt provision……………………………………………………………………………..…………25,337           

Contributions restricted for asset acquisition…………………………………………………. (38,112)         

Decrease (increase) in:

Pledges receivable……………………………………………………………..……………………………15,461           

Accounts receivable ………………………………………………………………………….………….48                  

Prepaid expenses…………………………………………………………………….……………………………(12,924)         

Increase (decrease) in:

Accounts payable……………………………………………………………….……………………………12,114           

Accrued liabilities…………………………………………………………………..……………………………4,844             

Deferred revenue…………………………………………………………………….…………………………1,405             

Total adjustments……………………………………………………………………………47,876           

Net cash used by operating activities……………………………………………………………………………(137,723)$     

The accompanying notes are an integral part of these financial statements.

STATEMENT OF CASH FLOWS - Continued
September 30, 2016
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KUTE, INC.
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UNOTES TO FINANCIAL STATEMENTSU

September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Station
KUTE, Inc. (the Station) was incorporated as a Colorado non-profit corporation on May 27, 1975, and operates as a public 
broadcasting Station that serves the four states of the Four Corners Region through a network of six FCC (Federal 
Communications Commission) licensed transmitters and five FCC licensed translators. The Station is licensed under KSUT-
FM.  KUTE, Inc. received tax exempt status from the Internal Revenue Service under Code Section 501(c)(3) on March 14, 
1986. Under accounting principles generally accepted in the United States of America, KUTE, Inc. meets the criteria of a 
component unit of the Southern Ute Indian Tribe (the Tribe) and is included in the Tribe’s reporting entity because of its 
significant operational and financial relationships with the Tribe.

Basis of accounting
The accompanying financial statements of KUTE, Inc. have been prepared on the accrual basis of accounting in accordance 
with generally accepted accounting principles (GAAP). Revenue is recorded when awarded or earned.  Expenses are 
recorded when incurred. Reporting information regarding its financial position and activities according to three classes of net 
assets: unrestricted, temporarily restricted, and permanently restricted.  Net asset classes are based upon the existence or 
absence of donor imposed restrictions. The Station had no permanently restricted net assets as of the end of the reporting 
period.

Support and revenue recognition
Contributions that are unconditional promises to give are recognized as support in the period the promise is received.  
Allowances for estimated uncollectible pledges have been recorded as described in Note 2. In-kind support is recognized for 
non-cash contributions of goods or services and is offset by a corresponding increase in expenses or assets.  

Revenue for underwriting of radio programs is recognized when earned. This revenue may be generated through cash
transactions or through barter transactions where the Station receives goods or services valued at fair market value in 
exchange for underwriting. Timing differences between payment and revenue recognition result in accounts receivable or 
deferred revenue. Allowances for estimated uncollectible receivables have been recorded as described in Note 2.

Grants and contracts receivable
Grants and contracts receivable are recorded as revenue in accordance with the terms of each agreement. No grants or 
contracts were uncollected as of the end of the reporting period.

Cash and cash equivalents
Cash and cash equivalents for purposes of the statement of cash flows consist of cash in checking accounts and the Station’s 
share of pooled cash held by the Tribe. Cash set aside, designated by the Board of Directors, is reported as a noncurrent 
asset but is included in cash and cash equivalents for the cash flow statement since the Board has the authority to remove the 
designation. Cash restricted by third parties for acquisition of long-term assets is also segregated and classified as noncurrent.  
Restricted cash is excluded from cash and cash equivalents in the cash flow statement.

Prepaid expenses
Payments made to vendors for services that will benefit periods beyond the current fiscal year are recorded as prepaid 
expenses.  Prepaid items are recognized as expenses during the period benefited.

Deferred revenue
Deferred revenue results from the receipt of prepayments for underwriting.  Revenue is recognized in the period earned.
DRAFT



KUTE, INC.

7

UNOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Compensated absences 
Accumulated earned but unpaid compensated absences and other employee benefit amounts are accrued when incurred and 
are expected to be paid within one year.

Income taxes
The Station is exempt from income tax as provided under Section 501(c)(3) of the Internal Revenue Code, except on net 
income derived from unrelated business activities.  The Station has adopted accounting requirements that prescribe when to 
recognize and how to measure the financial statement effects of income tax positions taken or expected to be taken on its 
income tax returns, including the position that the Station continues to qualify to be treated as a tax-exempt Station for both 
federal and state income tax purposes.  These rules require management to evaluate the likelihood that, upon examination by 
relevant taxing jurisdictions, those income tax positions would be sustained.

Based on that evaluation, if it were more than 50% probable that a material amount of income tax would be imposed at the 
entity level upon examination by the relevant taxing authorities, a liability would be recognized in the accompanying balance 
sheets along with any interest and penalties that would result from that assessment.  If the Station has unrelated business 
income, the federal Exempt Station Business Income Tax Returns (Form 990T) would be subject to examination by the 
Internal Revenue Service for three years after filing.  Should any penalties and interest be incurred, they would be recognized 
as management and general expenses. 

Based on the results of management’s evaluation, these requirements did not have a material effect on the Station’s financial 
statements.  Consequently, no liability is recognized in the accompanying statement of financial position for uncertain income 
tax positions.  

Fair value of financial instruments
The application of generally accepted accounting principles (GAAP) requires disclosure of an estimate of fair value of certain 
financial instruments. The Station's significant financial instruments are cash, grants and pledges receivable, and other current 
assets and liabilities. For these financial instruments, carrying values approximate fair value.  None of these instruments is 
held for trading purposes.

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value on a 
nonrecurring basis.  Level 1 inputs are quoted prices in active markets for identical assets or liabilities. Level 2 inputs are other 
observable inputs, while Level 3 inputs are unobservable.

Use of estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States 
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 report period.  Actual results could differ from those estimates.

Subsequent events
Management has evaluated subsequent events through February __, 2017, the date which the financial statements were 
available to be issued. No events were identified that required additional disclosure.DRAFT



KUTE, INC.
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NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

U

NOTE 2 - PLEDGES, ACCOUNTS AND GRANTS RECEIVABLE

Receivables are stated at unpaid balances, less any allowance for doubtful accounts.  The Station provides for 
losses on pledges and accounts receivable using the allowance method.  The allowance is based on past experience 
in general as well as analysis of specific accounts that are past due.  It is the Station’s policy to charge off 
uncollectible accounts when management determines the receivable will not be collected.  All of the receivables are 
classified as current because they are expected to be collected in the succeeding fiscal year.  

Amounts due to the Station at September 30, 2016, consisted of the following:

Pledges receivable
Pledges receivable $ 32,120
Allowance for doubtful accounts (13,337)

Total pledges receivable, net $ 18,783
Accounts receivable

Underwriting $ 42,517
Allowance for doubtful accounts (12,000)

Total accounts receivable, net $ 30,517

NOTE 3 - PROPERTY AND EQUIPMENT

Equipment and other property purchased by the Station are recorded at cost.  Equipment acquired by contribution is 
recorded at fair market value at the date received.  Assets donated with explicit restrictions regarding their use, and 
contributions of cash that must be used to acquire property and equipment, are reported as restricted support.  
Absent donor stipulations regarding how long those donated assets must be maintained, the Station reports 
expirations of donor restrictions when the donated or acquired assets are placed in service as instructed by the 
donor. The Station capitalizes property and equipment acquisitions of $1,000 or more which have a useful life of 
more than one year.  Routine maintenance, repairs and renewal costs are expensed as incurred. 

Property and equipment as of September 30, 2016, consisted of the following:

    Useful Life
Studio broadcasting and transmitting equipment     5-15 years $ 958,372
Office equipment     5-12 years 23,952
Building and improvements        25 years 24,274
Land improvements        25 years 2,987

     Computer equipment          3 years 102,710
     Assets not yet in service                33,300

1,145,595
Less:  accumulated depreciation 1,031,048
    Property and equipment, net $ 114,547

Property and equipment are depreciated using the straight-line method over their estimated useful lives.  It has been 
the Station’s practice to recognize depreciation as a discrete expense on the statement of activities rather than 
identifying it with program or supporting services.  In order to also report on a functional basis, the Station has 
allocated depreciation in accordance with the functional area using the related asset. Depreciation expense of 
$36,385 was recognized as program expense in 2016, $76 as supporting services expense, and $3,242 as 
fundraising expense. See Note 9.

DRAFT



KUTE, INC.
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NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

NOTE 3 - PROPERTY AND EQUIPMENT - Continued

The majority of studio broadcasting and transmitting equipment was constructed by the Station using Federal grant 
funding in which the grantor retains a reversionary interest that continues for ten years after the official completion 
date of the project. 

The Station is using equipment that was acquired under a grant from ITAC (International Communication Advisory 
Committee).  The original cost of this equipment was $82,179.  Such assets are not reflected in the Station’s financial 
statements because title has not been conveyed to the Station by the Bureau of Indian Affairs. 

The Station evaluates its long-lived assets for impairment when events or changes in circumstances indicate that the 
related carrying amount of the assets may not be recoverable.  Generally, the basis for making such assessments is 
future cash flow projections.  No impairments have been recorded to date.  

NOTE 4 - CONSTRUCTION IN PROGRESS

During the year ended September 30, 2016, additional architectural fees were incurred and the cost of a diesel 
generator was capitalized. Costs are capitalized when the asset is ready to be placed into service. The project under 
design is expected to be completed during 2017.

Balance at the beginning of the year $          49,987      
Additional costs               5,947 
Costs capitalized            (33,300)              
Balance at the end of the year $          22,634

NOTE 5 - INTANGIBLE ASSETS

Intangible assets consist of FCC licenses. Because the licenses have an indefinite life they are not amortized.  The 
licenses had a carrying value of $66,844 at September 30, 2016.  

Intangible assets are measured at fair value on a nonrecurring basis; that is, the instruments are not measured at fair 
value on an ongoing basis but are subject to fair value adjustments in certain circumstances (for example, when 
there is evidence of impairment). These intangible assets are valued using significant other observable inputs which 
are Level 2 measurements in the GAAP valuation hierarchy described in Note 1. FCC licenses are tested annually for 
impairment, referencing transactions for similar licenses sold, unless an event occurs or circumstances change that 
would more likely than not reduce the fair value of the licenses.DRAFT
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NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

NOTE 6 - RESTRICTED AND DESIGNATED CASH

Restricted cash
Cash received that is restricted by the donor for long-term purposes is not available for current operations and is 
considered a noncurrent asset. The Station’s restricted cash is for the purpose of the Tribal signal upgrade. 
During the year ended September 30, 2016, qualifying expenses of $2,400 were incurred, leaving a balance of 
$13,610 at year end. 

Designated cash 
As of September 30, 2016 the Board of Directors has designated funds for the capital campaign, an active 
fundraising activity for the purpose of renovating and improving the building leased from the Tribe.  As of September 
30, 2016, $183,622 was so designated and not available for current operations.  

NOTE 7 - LEASE OBLIGATION

In August 2011 the Station entered into an agreement with the Tribe to lease a building in which to house the Station 
operations. The initial agreement expires August 31, 2021, with two automatic ten year renewals. Under specified 
conditions, the $5,000 per month lease payments become an in-kind contribution from the Tribe. Execution of the
agreement was contingent upon the Station’s ability to raise funds to remodel and move the operations into the 
building. During the year ended September 30, 2016, the Station had partial use of the building and recorded rent 
expense and an in-kind contribution in the amount of $60,000. 

NOTE 8 - NET ASSETS 

The Station was initially capitalized with $41,430 of cash and physical assets. Net assets at September 30, 2016
consisted of the following components:

Unrestricted net assets
Net investment in fixed assets $ 114,547
Investment in intangibles 66,844
Designated for capital campaign 183,622
Available for operations (deficit) (75,328)

Total unrestricted net assets 289,685

Temporarily restricted net assets
Restricted for Tribal Signal upgrade 13,610
Restricted for asset acquisition 179,428                   
      Total temporarily restricted net assets 193,038

Total net assets $ 482,723DRAFT



KUTE, INC.

11

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

NOTE 9 - FUNCTIONAL CLASSIFICATION OF EXPENSES

Expenses by function for the years ended September 30, 2016 were as follows:

Expenses
Program services

Production and programming $ 559,347
Broadcasting 136,877
Program information and promotion 18,841
Depreciation (Note 4) 36,385

                  Total program services 741,450
Supporting services

Management and general 274,196
Fundraising

General and membership development 195,983
Underwriting and grant solicitation 118,352

Depreciation (Note 4)    76
                  Total supporting services 588,607

Total operating expenses $ 1,340,057

Included in operating expenses are personnel costs, which include salaries, wages, payroll taxes and employee 
benefits, totaling $537,181. Of that amount, $320,855 is classified under program services and $216,326 as 
supporting services.

In addition to the fundraising expenses noted above, the Station incurred capital campaign costs of $34,153, 
including depreciation expense of $3,242, and $102,617 for one major concert event during the year ended 
September 30, 2016. Those costs are fundraising costs not considered a part of operating expenses.  

NOTE 10 - EMPLOYEE BENEFITS

UCompensated absences - vacation, personal and sick leave
The Station’s policy for vacation, personal and sick leave includes the following provisions:

1. Full-time regular employees accrue annual leave from the date of employment.
2. Vacation time may be accumulated throughout the calendar year, but only 240 hours or 30 working days may 

be carried at any time throughout the year. 
3. Upon separation, an employee will be paid for 100% of the unused portion of his/her accrued annual vacation, 

but will not be paid for more than 240 hours.
4. Upon separation, an employee will also be paid for 50% of their accumulated sick leave hours up to 200 hours 

and 25% for sick leave hours in excess of 200 hours.

Retirement savings plan
The Retirement Savings Plan, effective January 1, 2001, was formed to satisfy the provisions of Section 401(k) of the 
Internal Revenue Code.  The Retirement Savings Plan was established for employees of the Tribe and is extended to 
employees of the Station. DRAFT
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NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

NOTE 10 - EMPLOYEE BENEFITS - Continued

Retirement savings plan - continued
The Plan accumulates contributions and interest earnings for participants in separate retirement savings accounts 
until participants retire.  Contributions include employee deferrals, employer matching contributions, and employer 
discretionary profit sharing contributions.  Amounts contributed to the plan, as well as appreciation and income 
earned by those contributions, are not taxable to the participant until withdrawn from the Plan.

All employees are eligible to participate in the Retirement Savings Plan after completing 90 days of continuous
employment.  Total deferrals in any taxable year may not exceed a dollar limit which is set by law.  A participant is 
always 100% vested in the participant’s deferred amounts.  The Station will contribute up to 4% of a participant’s 
gross earnings for employer matching contributions after the employee becomes eligible to participate in the 
Retirement Savings Plan.  A participant is always 100% vested in employer matching contributions.  

A participant who is 100% vested and whose employment has terminated, is eligible to elect a distribution as soon as 
administratively possible after the end of the year of termination. A participant may elect to leave funds in the Plan for 
retirement, to have the Plan buy an annuity contract from an insurance company to provide retirement benefits, or to 
take a cash distribution.  If a cash distribution is requested, the participant’s spouse must agree in writing.  Earlier 
distributions are not allowed.  Under the Retirement Savings Plan a participant may retire at age 65 or after age 55 
and 3 years of Plan participation.

An annual financial statement audit of the 401(k) plan is required under the Employee Retirement Income Security 
Act of 1974 and may be obtained by participants by contacting tribal management. 

The Station contributed $7,898 for the year ended September 30, 2016, on behalf of its employees participating in 
the Retirement Savings Plan.

Health insurance
KUTE, Inc. participates in the Southern Ute Indian Tribe’s fully insured preferred provider Station medical plan 
through Blue Cross/Blue Shield of Colorado. The Station also carries fully-insured group life and long-term disability 
insurance for employees and self-insured vision care and dental insurance for all regular employees who work at 
least 24 hours per week and their enrolled dependents. Through the Tribe, KUTE, Inc. also pays a life and accidental 
death and dismemberment insurance policy for all qualified full-time and part-time employees and their dependents, 
as well as a long term disability plan for all full-time and part-time qualified employees.  During the year ended 
September 30, 2016, the Station incurred $120,546 for health and life insurance expense.

Cafeteria benefit plan
The Tribe established a cafeteria benefit plan under Section 125 of the Internal Revenue Code.  Under the plan, 
employees are eligible to elect a salary reduction to be used to pay for medical plan premiums, out-of-pocket medical 
costs and qualified day care costs with pre-tax dollars.  Employees who have qualified for the health insurance plan 
are eligible to participate and make allocations to cover additional costs of the Tribe’s medical plans, including the 
costs of medical and hospitalization coverage, major medical coverage, cancer care policies, and/or dental coverage.DRAFT



KUTE, INC.

13

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2016

NOTE 11 - RELATED PARTY TRANSACTIONS

Due to the nature of the services provided to the Station by the Tribe and KUTE, Inc.’s participation in employee 
benefit plans, insurance coverage and other services under the Tribe umbrella, transactions conducted between the 
two entities are considered related party transactions. 

The Tribe provides significant accounting services to the Station including handling routine cash collections and cash 
distributions. During the year ended September 30, 2016, the Tribe received $761,708 of Station receipts and made 
disbursements on behalf of the Station of $887,656 during that year.

The Station recognized in-kind support of $127,750 during 2016, to reflect the estimated value of services and use of 
facilities provided by the Tribe.  The Station recognized expenses of $71,400 for accounting services in 2016.  During 
the year, the Station leased office space and equipment from the Tribe and recognized in-kind rent expense of 
$56,350.

As described in Note 7, the Station entered into an agreement to lease a building from the Tribe.

NOTE 12 - CONTINGENCIES

The Station is exposed to various risks of loss related to torts; thefts of, damages to or destruction of assets; errors or 
omissions; injuries to employees, or acts of God in the normal course of business.  In the opinion of management 
and legal counsel, all such pending legal matters are either adequately covered by insurance, or if not insured, will 
not have a material adverse effect on the financial position or results of operations of the Station.
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