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REPORT OF THE INDEPENDENT AUDITORS

Board of Directors
Pacifica Foundation
Los Angeles, California

We have audited the accompanying statement of financial position of the Pacifica Foundation (a
nonprofit organization) at September 30, 1999, and the related statements of activities, functional
expenses and cash flows, for the year then ended. These financial statements are the responsibility
of the Organization's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Pacifica Foundation at September 30, 1999, and the changes in its net
assets and its cash flows for the year then ended in conformity with generally accepted accounting
principles.

Getz, Krycler & Jakubovits
An Accountancy Corporation

Sherman Oaks, California
February 28, 2000
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES '

Organization and Description of Qperations

Pacifica Foundation was organized in 1949 and currently operates, on a not-for-profit
basis, five FM radio stations maintaining a program tape library which is used to sell and
rent taped programs.

The financial statements include the operations of the following units:

Radio Station - KPFA - Berkeley, California
Radio Station - KPFK - Los Angeles, California
Radio Station - KPFT - Houston, Texas

Radio Station - WBAI - New York, New York
Radio Station - WPFW - Washington, D.C.
Pacifica Foundation National Units

All significant inter-division accounts have been eliminated.

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with generally accepted accounting principles. Net assets and
revenues, expenses, gains, and losses are classified based on the existence or absence
of donor-imposed restrictions. Accordingly, 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.

Temporarily restricted net assets—Net assets subject to donor-imposed
stipulations that may or will be met, either by actions of the Foundation
and/or the passage of time. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from restrictions.

Permanently restricted net assets—Net assets subject to donor-imposed
stipulations that they be maintained permanently by the Foundation.
Generally, the donors of these assets permit the Foundation to use all or
part of the income earned on any related investments for general or specific
purposes. '
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Contributions

Contributions, including unconditional promises to give, are recorded as made. All
contributions are available for unrestricted use unless specifically restricted by the donor.
Conditional promises to give are recognized when the conditions on which they depend
are substantially met. Unconditional promises to give due in the next year are recorded
at their net realizable value. Unconditional promises to give due in subsequent years are
reported at the present value of their net realizable value, using risk-free interest rates
applicable to the years in which the promises are to be received.

Income Recognition from Grants and Earmarked Funds

Funds received under grants from various governmental agencies and private sources are
shown as deferred income when received. These amounts are recorded as income when
the funds are disbursed in accordance with grant provisions in order to more closely match
revenue with the related expenditure.

Income Taxes

The Foundation has qualified as a tax-exempt organization under Section 501(c)(3) of the
Internal Revenue Code and therefore has made no provision for Federal income taxes.

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.
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Property and Equipment

Donations of property and equipment are recorded as support at their estimated fair value.
Such donations are reported as unrestricted support unless the donor has restricted the
donated asset to a specific purpose. 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 Organization reports expirations of donor
restrictions when the donated or acquired assets are placed in service as instructed by the
donor. The Organization reclassifies temporarily restricted net assets to unrestricted net
assets at that time. Property and equipment are depreciated using the straight-line
method.

Intangible Assets

The foundation owns the broadcasting licenses of four of its stations. These licenses were
acquired at no cost to the Foundation.

The cost of a broadcasting license was being amortized on a straight-line method over 20
years from the date of acquisition (1977). That license was fully amortized as of
September 30, 1997 and, as such, no amortization was charged to operations in the year
ended September 30, 1999. (Radio station - WPFW).

Donated Services, Materials and Facilities

in-kind contributions of services, materials and facilities represent individually provided
professional services valued at the donor's normal compensation to the general public.
These services typically consist of legal and accounting service, advertising, professional
contract services and programming function. These contributions have been valued at the
fair market value of the services to the general public.
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 2 - INVESTMENTS

investments, stated at fair market value as of September 30, 1999 consist of the following:

MARKET UNREALIZED

COST VALUE GAIN (L

U.S. Treasury Notes $ 691,372 $ 685,667 $( 5,705)
U.S. Government Securities 176,790 171,105 ( 5,685)
Corporate Bonds 114,761 116,680 1,919
Stocks 216,632 330,190 113,558

$1,199,555 $1.303,642 $104.087
Investments $ 805,154 $ 788,172 $ (16,982)
Endowment 394,401 515,470 121.069

$1.199.655 $1,303.642 $104,087 -

The following schedule summarizes the investment return and its classification in the
statement of activities for the year ended September 30, 1999:

UNRESTRICTED
Interest and dividend income $ 93,567
Realized gains and losses 61,441
Unrealized gains and iosses 63.218
Total investment return $218,226

NOTE 3 - RESTRICTED CASH

In accordance with the provisions of each grant, the funds received are restricted in use
and must be used for their intended purposes. In general, the restrictions are that the
funds be used for the operation of the radio stations but also contain specific restrictions
such as salaries, consulting fees for special events and other similar expenditures. All
other revenues are considered to be available for unrestricted use except for various
endowments specifically restricted by the donor, and various funds earmarked by
Pacifica's Board of Directors for specific projects.
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 4 - LOANS PAYABLE, CONTRACTS PAYABLE, LONG-TERM DEBT

Loans & contracts payable - Other, consisted of the following:

September 30, 1999

WPFW-FM

Lease payable, secured by equipment, bearing
interest at 12.7% per annum, principle and
interest due in monthly instaliments of $630.
The final payment is due December 1999.

National Office

Lease payable, secured by equipment, bearing
interest at 13% per annum, principle and interest
due in monthly instaliments of $4,179. The final
payment is due November, 2000.

Total Loans and Contracts payable - Other

Loan Payable - Bank, consisted of the following:

KPFA-FM

A 15-year real estate loan secured by land,
building and equipment (except for equipment &
fixtures funded by an NTIA Grant). The terms of
the loan call for monthly repayments of principle
on a fixed schedule and monthly payments of
interest at the bank's prime rate plus 1% with a
10.5% cap and a 7% floor. The interest rate at
September 30, 1999 was 9.50%.

Total Loan Payable - Bank

TOTAL LOANS PAYABLE, CONTRACTS
PAYABLE, LONG-TERM DEBT

Current

$ 1,854

n
©
= N
o)
~

o
©
S N
o) -
~

$106.813

Long-Term

$ -

370,416

370,416

$378,640
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 4 - LOANS PAYABLE, CONTRACTS PAYABLE, LONG-TERM DEBT (continued)
Maturities by year of the long-term debt, including the KPFA mortgage payable, the WPFW

lease payable and the National Office lease payable are: 9/00 - $106,812, 9/01 - $72,391,
9/02 - $69,167, 9/03 - $74,167, 9/04 - $79,168 and thereafter - $83,747.

NOTE 5 - GRANT REVENUE

Grant Revenue was recognized from the following sources:

For the fiscal year ended September 30, 1999:

Corporation Charitable
For Public Other Foundation
Total Broadcasting Federal and other
(see below)
KPFA $ 300,944 $ 234,770 $ - $66,174
KPFK 239,924 218,637 - 21,287
WBAI 477,794 434,162 34,162 - 9,470
KPFT 98,916 98,916 - -
WPFW 163,499 157,249 - 6,250
National Office 75.741 — - - 75741
$1,356,818 $1,143,734 $34.162 $178,922 -

Federal funding for the Corporation for Public Broadcasting has been budgeted through
September 2000. Such funding is currently under review by the Federal government, and
proposals have been made to cut back or eliminate entirely these funds.

Grant revenue recognized as income includes amounts deferred at September 30, 1998
and excludes amounts deferred at September 30, 1999 for the year ended September 30,
1999.

Grant revenue is received for program production, capital equipment acquisition and
station operations.

NOTE 6- LEASE COMMITMENTS, OFFICES AND FACILITIES
Studio Rent

The Foundation leases offices and operating facilities under operating leases providing
for minimum future rentals at WBAI-FM and WPFW-FM (including national unit, Pacifica

National Programming (PNP).

Generally, the leases provide that insurance, maintenance and taxes are to be paid by the
lessee.

15



PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 6- LEASE COMMITMENTS, OFFICES AND FACILITIES (continued)
Studio Rent (continued)

Net rental expense for operating facilities charged to operations for the year ended
September 30, 1999 amounted to $276,776.

Equipment Rental (Towers)

WBAI-FM

WBAI is currently obligated under a radio tower rental agreement entered into in January, 1992 for
14 years at a monthly rental subject to annual cost of living adjustments. The monthly rental as of
September 30, 1999 was $16,117 (193,404 per annum).

WPFW-FM

WPFW is currently obligated under a radio tower rental agreement entered on January 1, 1988 for
fourteen years at a monthly rental subject to annual cost of living adjustments. The monthly rental
for the year ended September 30, 1999 was $1,804 ($21,648 per annum).

KPFT-FM

KPFT is currently obligated under a radio tower rental agreement entered into on February 1, 1997,
for 2 years, at a monthly rental of $2,530. The lease contains four individual 2-year options to renew
under similar terms. The first option to extend automatically became effective on February 1, 1999
for the period February 1, 1999 to February 1, 2001.

The future minimum rental payments under leases with remaining non-cancelable terms in excess
of one year are:

STUDIO RENT
Fiscal Year
Ended Total WPFW (PNP) BAI

9/30/00 : $ 286,164 $ 86,640 $ 199,524
9/30/01 213,964 14,440 199,524
9/30/02 199,524 . - _ 199,524
9/30/03 226,344 - 226,344
9/30/04 . 235,284 - 235,284
Subsequent 2,119,893 - 2.119.893

$3,281.173 $101.080 $3.180,093
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 6- LEASE COMMITMENTS, OFFICES AND FACILITIES (continued)

TOWER RENT
Fiscal Year

Ended Total WPFW BAI K
9/30/00 $ 194,568 $ 18,408 $ 150,960
9/30/01 159,360 - 150,960
9/30/02 - 150,960 - 150,960
9/30/03 150,960 - 150,960
9/30/04 150,960 - 150,960
Subsequent 62,900 - 62,900

869,708 18,408 817,700 3
TOTAL $4,150,881 $119.488 $3.997.793
NOTE 7 - MISCELLANEOQUS INCOME

:

o

Miscellaneous income for the year ended September 30, 1999, consisted of the following:

NOTE 8 - SCA INCOME

0

N

National
ffice

$ 80,040

39,612

71,965
207,949
728
400,294

Total KPEA KPEK WBAI KPFT
Tape sales
(recorded
programs) $ 80,040 $ $ - $ - $ -
Rental of
mailing
lists 39,612 - - -
Rental of
premises (net) 92,872 89,337 535 3,000 -
‘Interest and
investment income 165,008 45,003 30,239 5,905 592
News feeds 207,949 - - -
Miscellaneous 5393 670 - 1,282 155 K]
580,874 135,010 30,774 10,187 747 3,8
Eliminations (_12.000) (112.000) - - -
$568.874 $123.010 $30,774 $10.187 $_747 3.8

N

$400,294

Pacifica Foundation entered into subcarrier agreements in March 1984, whereby outside
companies would be allowed to use a portion of certain Pacifica stations’ basebands in
order to broadcast signals to the outside companies' subscribers. The initial terms of the
agreements were five years from start of operations at each respective station.
Subsequent to the initial agreement, some of the leases have expired, some have
renewed, and various additional agreements have been entered into.

17



PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NQTE 8 - SCA INCOME (continued)

Income from the leases is recorded in total at the National Office and allocated to the
various stations for special projects as needed and approved by the board.

As of January, 1999, one of the SCA lessees exercised it's option to terminate it's lease.
That lease represented 30% of total SCA income. As of the date of these financial
statements, there is no replacement.

In 1984, Pacifica Foundation had retained legal counsel to investigate the possibility that
the above income is unrelated and thereby taxable, and a determination request was
submitted to the IRS. The response from the IRS indicated that the income is not taxable
and that Pacifica's non-profit status will not be affected.

NOTE 9 - DONATED SERVICES - VOLUNTEERS

Donated services, materials and facilities, shown in these financial statements, consist of
amounts of support received for the year ended September 30, 1999, by individuals and
organizations supplying their regular professional services, materials and facilities.

No amount has been included for volunteer support, where the amounts donated and

contributed are for services of volunteers, where the work being performed is other than
their regular professional occupation.

NOTE 10 - PROPERTY AND EQUIPMENT

Included in the property and equipment as held at September 30, 1998 is certain technical
equipment acquired with the assistance of government grants.

In accordance with the regulations of these grants, the Federal Government retains
interest in these assets for a period of 10 years following the completion of the grant.

At September 30, 1999, the following assets were owned:

Approximate End of
Cost 10 Year Period
KPFA (a) e $221635 - - . 2001
(b) , 35,077 2003
(©) 3,000 2004
WPFW (a) : 24,504 2003
(b) 34,508 2004
National Office 15.000 - 2004
$333,724

18



PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 11 - CENTRAL SERVICE
Central services consist of operating expenses provided by the National Office for the
various stations. Typically, they consist of such expenses as legal and accounting
services, insurance, programming, program distribution, and subscription services paid for
the National Office.

NOTE 12 - DEFERRED INCOME - QTHER

Deferred income at September 30, 1999 consisted of the following:

National ice
Prepayments on tape sales $10,030

Amounts of $24,394 of expenses of KPFA relating to the December 1999 Christmas Crafts
Fair are included in prepaid expenses.

NOTE 13 - DEPOSITS

Deposits at September 30, 1999 include security deposits held by KPFA related to tenants
leasing various property acquired during the year ended September 30, 1991.

NOTE 14 - PROGRAM ENDOWMENT, RESTRICTED

Pacifica has received donations which the grantors and Pacifica's Board intend to be held
as endowments. It is management's intention to invest the endowment in various long-
term investment instruments. A portion of the annual investment income is intended to be
used for various program production activities while the remainder is intended to be
retained and used to increase the endowment's "principal”.

NOTE 15 - PENDING LEGAL MATTERS

Communications Attorneys

Pacifica's communications attorneys have advised management that there are no pending
or threatened litigations, claims, or assessments or other contingencies as to which they
are aware of.
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PACIFICA FOUNDATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1999

NOTE 16 - CHARITABLE REMAINDER TRUST

in December 1990 Pacifica was named principle beneficiary of a charitable remainder
trust. The terms of the trust calls for monthly percentage of principle payments to named
income beneficiaries. Regquired monthly payments are to be paid first out of trust income,
then out of trust principle, with any excess trust income added to principle. Annual trust
administrative costs are to be paid out of trust assets. Upon expiration of the trust term of
twenty years, or, if earlier, upon the death of the last income beneficiary, trust assets revert
to Pacifica Foundation. The market value of trust assets at September 30, 1999 was
$163,527.

NOTE 17 - EMPLOYEE BENEFIT PLAN

The Foundation has a defined contribution salary deferral plan covering substantially all
eligible employees. Under the plan, the Foundation contributes two percent of each
eligible employee’s salary. Plan expenses incurred by the Foundation during the fiscal
year ended September 30, 1999 was $2,300.

NOTE 18 - CONCENTRATION OF CREDIT RISK

Pacifica Foundation maintains several bank accounts at one bank. Accounts at an
institution are insured by the Federal Deposit Insurance Corporation (FDIC) up to
$100,000. Cash at this institution exceeded Federally insured limits. The amount in-
excess of the FDIC limit totaled $399,418 as of September 30, 1999.

NOTE 19 - KPFA LISTENER PROTEST - SECURITY AND PUBLIC COMMUNICATION
COSTS

In July, 1999, Pacifica Foundation incurred approximately $440,089 in security and public
communications expenses related to a protest staged near the Berkeley station, KPFA.
Arrangements were made to enable the station to broadcast from a remote location to
secure control over the station’s broadcasting stream for FCC licensing requirements.
Additionally, an independent security service was hired to protect the assets of the station
and the personnel involved.

The funds necessary to pay for these expenses were initially provided by the National
Office. The National Board has determined that-KPFA-will repay these funds over five
years. The Board has also mandated that the funds be repaid by KPFA to the National
office only from income not donated to the station such as rentals and other “discretionary”

income.
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