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FREDRICKZINK & Associates, CPAS

CONFIDENCE. PERFORMANCE. ACCOUNTAEBILITY.

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
KUTE, Inc.
Ignacio, Colorado

Opinion
We have audited the accompanying financial statements of KUTE, Inc. (a nonprofit organization), which comprise the

statements of financial position as of September 30, 2022, and 2021, and the related statements of activities, of functional
expenses, and of cash flows for the years then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
KUTE, Inc. as of September 30, 2022, and 2021, and the changes in its net assets and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of KUTE, Inc. and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about KUTE, Inc.'s ability to continue as a going concern within
one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards will always detect a material misstatement when it
exists.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

FreprickZINK & Associates, CPAS. A Professional Corporation | 954 East 2nd Avenue #201 | Durango, CO 81301
970-247-0506 | Fax 970-247-0587 | durangocpas.com



In performing an audit in accordance with generally accepted auditing standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements.

o Obtain an understanding of internal control relevant to the audit 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 KUTE,
Inc.'s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about KUTE, Inc.'s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control related matters that we identified during the
audit.

'/'} g ¥ (_\ LiC L%)m\k 4 ASSDc woken, FC

FredrickZink & Associates, PC
March 22, 2023
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KUTE, INC.

STATEMENTS OF FINANCIAL POSITION
September 30, 2022 and 2021

ASSETS

Current assets
Cash and cash eqUIValENES. ...........cooeiiiiiiiii e
Underwriting and other receivables, Net.............cccoviiviiii e,
Promises 10 give, NeL.........uuuueiii e
Capital campaign receivable, Net.............cooviiiiiiiiiiii e
Prepaid EXPENSES. ... vvvvvveiieeieiittiii s s s s s s s s e s e e e e e e e e e e e e e e e e et e e e e e a e
CONETACE ASSB. ...ttt

Total CUMTENE ASSEES. ... vvviiie e

Noncurrent assets
ASSBES NOTIN USB.. . ieiiie ittt et e e e e
Property and equipment, NEt.............ooviiiiiriiiiee e

Goodwill,

1=

BroadCast [ICBNSES. ........v e

Total assets

Total NONCUIMENT ASSEES. ... vvviieeieie et

Current liabilities

Accounts
Accrued |

PAYADIE. .. .o
ADIHES. ....eeeieeeeee e

Contract li@bility.........ccceveriiriiecereereeee e

Deferred

FTEVENUE. ...

LiNE OF Credit........eeeiee e
Current portion of note payable..............cccooiiiiii

Total current IADIItIES. ... ovve i

Long-term liabilities
Note payable, net of current portion...........cceeevveiiiiiiiiii

Total liabiliti

Net assets

Total long-term liabilities. ...........ccooiviiiiii e
S 1ttt att e

Net assets without donor restrictions
OPEIAING. ...ttt
Investment in property and equipment.............cco oo
Investment in intangible @SSets..............vvviiiiiiiiiii

Total net assets without donor restrictions..........coovvvvviiviiieneiinns

Net assets With donor reStriCHONS. ... ..vueeee e
Total Net ASSEES.....cuiiiriiiriiiii i

Total liabiliti

€S ANA NEE ASSOLS....euviirriirrireriieriirrireri et ra et era s ernnns

2022 2021
62,306 $ 153456
46,790 27,154

6,745 34,410
9,026 56,970
21,306 24,379
31,588 45610
177,761 341,979
- 3,022
2,294,256 2,504,398
203,700 232,800
250,334 250,334
2,748,290 2,990,554
2926051 _$ 3,332,533
112171 § 64,838
124,975 128,182
31,588 45610
62,165 161,420
75,000 :
5,000 :
410,899 400,050
5,000
5,000 i
415,899 400,050
(259,574) (72,842)
2,294,256 2,507,420
454,034 483,134

2,488,716 2,917,712
21,436 14,771

2,510,152 2,932,483

2926051 $ 3,332,533

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

STATEMENTS OF ACTIVITIES
For the Years Ended September 30, 2022 and 2021

2022 2021
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
Revenue, Support and Gains (Losses)
Contributions and member pledge support.................. $ 347502 § 7168 $§ 354670 § 388158 § 27514 § 415672
Underwriting of programs............ccccoovvvvieeeeeiicinnnnenn, 478,880 - 478,880 444,702 - 444,702
Corporation for Public Broadcasting..............cc.cccove... 188,734 55,017 243,751 203,004 61,997 265,001
CPB - American Rescue Plan funding........................ - - - 256,264 - 256,264
Grants and CoNtractS............oovvvvvvvieiieeeieeeeeeiiiiiienn, 21,249 255,437 276,686 11,575 78,478 90,053
SBA Paycheck Protection Program.............c.ccccovee, - - - - 144,000 144,000
Festivals and special events..................ccccvveeeeiiinnn, 832,156 - 832,156 476,106 - 476,106
In-kind contributions
Southern Ute Indian Tribe...........ocvviieieiieieenins 199,250 - 199,250 196,958 - 196,958
Other ... 24,480 - 24,480 21,565 - 21,565
Tower Rental.........cooviviiiiiii 18,000 - 18,000 - - -
Other inCome........c.oouviiiiieiic 12,309 - 12,309 10,362 - 10,362
Net realized loss on disposal of assets....................... (1,869) - (1,869) - - -
Total before reclassifications.............cccceeeenn. 2,120,691 317,622 2,438,313 2,008,694 311,989 2,320,683
Net assets released from restriction................cvvvvvnnn. 310,957 (310,957) - 380,841 (380,841) -
Total revenue, support and gains (losses)......... 2,431,648 6,665 2,438,313 2,389,535 (68,852) 2,320,683
Expenses
Program services
Broadcasting, digital media and tribal media........... 993,694 - 993,694 968,941 - 968,941
Supporting services
Management and general.............cccceeeviiiiiinnens 430,706 - 430,706 384,550 - 384,550
Fundraising
Membership development...............ccccooeeens 200,280 - 200,280 198,814 - 198,814
Grant solicitation................cccccoeiiiiiii 128,744 - 128,744 99,740 - 99,740
UNerwriting.......covveevurieiiiieceee e, 174,622 - 174,622 182,439 - 182,439
Festivals and special events..................cceeee.. 932,598 - 932,598 518,093 - 518,093
Total fundraising...........ccoeveviiieeriinennnn, 1,436,244 - 1,436,244 999,086 - 999,086
Total supporting SErvices. ............cceevivrernnnne. 1,866,950 - 1,866,950 1,383,636 - 1,383,636
Total EXPENSES.....ceeeiiiiiiieieeeciiiiee e 2,860,644 - 2,860,644 2,352,577 - 2,352,577
Change in Net assets..........cceureererrerereeesesseeseeesenns (428,996) 6,665 (422,331) 36,958 (68,852) (31,894)
Net assets, beginning of year .............cccoovvveeniiieniinnn, 2,917,712 14,771 2,932,483 2,880,754 83,623 2,964,377
Net assets, end of Year.............ccocvoeveveeveeivicieneenens, $ 2488716 § 21436 _§ 2510152 § 2917712 § 14771 _§ 2932483

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

Description

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended September 30, 2022
(with comparative totals for 2021)

Salaries and wages....................

Payroll taxes and b

enefits............

Payroll related expenses........

Advertising...........

Amortization.........

Bad debt..............

Contracted services...................

Cost of goods sold.
Depreciation.........

Dues and subscriptions...............

Insurance............
Interest expense...
Licenses and fees.

Postage.......ccooovvveiviiiiiiin,
Printing and publications.............
Prizes and promotions................
Professional fees............c..c......

Repair and maintenance.............

Software licensing.
Supplies..............
Telephone...........

2022
Program Services Supporting Services
Fundraising
Broadcasting, Management Festivals Total 2021
Digital Media and Membership Grant and Special Total Supporting Total Total
and Tribal Media General Development Solicitation Underwriting Events Fundraising Services Expenses Expenses

$ 370,869 $ 92,314  § 72,798 § 20673 $ 81,885 § 35,403 210,759  § 303,073 § 673,942 § 576,156
138,304 34,425 27,148 7,709 30,536 13,202 78,595 113,020 251,324 226,974
509,173 126,739 99,946 28,382 112,421 48,605 289,354 416,093 925,266 803,130
5,893 18,822 125 8,830 - 17,224 26,179 45,001 50,894 32,079
- - - - - 29,100 29,100 29,100 29,100 29,100
- - - - - - - - - 9,500
20,958 100,000 - - - 294,528 294,528 394,528 415,486 321,200
- - - - - 72,771 72,771 72,771 72,771 52,087
149,396 38,028 29,879 8,149 32,595 13,581 84,204 122,232 271,628 257,725
30,805 2,164 - - 3,051 279 3,330 5,494 36,299 34,182
8,947 2,088 1,640 447 1,789 12,618 16,494 18,582 27,529 14,521
- - - - - - - - - 6,063
275 33 11,561 - 11,514 19,071 42,146 42179 42,454 36,730
916 11,893 1,481 15,266 320 69,270 86,337 98,230 99,146 49,829
529 282 2,406 - N 666 3,163 3,445 3,974 4,735
56 533 6,943 3 - 4,367 11,341 11,874 11,930 15,488
- 73 30,662 - - - 30,662 30,735 30,735 47,469
- 37,200 - 50,847 - 128,920 179,767 216,967 216,967 165,329
126,933 - - - - - - - 126,933 117,222
76,693 60,463 - 4,000 - 69,172 73172 133,635 210,328 163,179
8,109 16,479 - 4,479 - 3,953 8,432 24,911 33,020 36,350
7,272 - 9,069 103 5,940 2,994 18,106 18,106 25,378 24,416
1,766 2,940 386 4 72 23,469 23,931 26,871 28,637 13,624
6,613 1,683 1,323 361 1,442 601 3,727 5410 12,023 11,377
15,064 3,079 - 6,520 86 71,355 77,961 81,040 96,104 46,344
24,296 6,184 4,859 1,325 5,301 2,209 13,694 19,878 44174 41,681
- 2,023 - - - 47,845 47,845 49,868 49,868 19,217
$ 993694 § 430,706  § 200280 _§ 128,744 § 174,622 § 932,598 1436244 § 1866950 § 2860644 _$ 2352577

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

Description

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended September 30, 2021

Salaries and wages.....................
Payroll taxes and benefits............
Payroll related expenses.........

Advertising...........cooeveeiniiiiennn
Amortization............ocovvviieennnnn.

Bad debt.............

Contracted services....................

Cost of goods sold

Depreciation..............ccceeeeevnnnne.
Dues and subscriptions................

Insurance............
Interest expense...
Licenses and fees.

Postage..............

Printing and publications..............
Prizes and promotions.................

Professional fees..

Repair and maintenance..............

Software licensing.
Supplies..............
Telephone...........
Travel.......ccccoc...

ULIItIES. ..o,

Waste Removal....

Total expenses

Program Services Supporting Services
Fundraising
Broadcasting Management Festivals Total
and Digital and Membership Grant and Special Total Supporting Total
Media General Development Solicitation Underwriting Events Fundraising Services Expenses
$ 300932 § 109,567  $ 54,662 $ 5784 § 76,839 § 28372 § 165,657 $ 275,224  § 576,156
119,874 43,645 19,111 2,304 30,608 11,432 63,455 107,100 226,974
420,806 153,212 73,773 8,088 107,447 39,804 229,112 382,324 803,130
19,353 1,733 1,075 1,065 1,025 7,828 10,993 12,726 32,079
- - - - - 29,100 29,100 29,100 29,100
- 9,500 - - - 9,500 9,500
78,168 90,000 2,319 150,713 153,032 243,032 321,200
- - - - - 52,087 52,087 52,087 52,087
135,059 49,174 23,678 2,596 34,486 12,732 73,492 122,666 257,725
29,441 1,671 - - 2,895 175 3,070 4,741 34,182
5,564 2,026 975 107 1,421 4,428 6,931 8,957 14,521
- 6,063 - - - - 6,063 6,063
655 20 11,450 - 11,450 13,155 36,055 36,075 36,730
433 1,397 149 20,383 105 27,362 47,999 49,396 49,829
38 279 3,897 - 148 373 4,418 4,697 4,735
- - 13,605 - 1,883 15,488 15,488 15,488
- - 47,469 - - 47,469 47,469 47,469
- 33,901 - 56,963 - 74,465 131,428 165,329 165,329
117,222 - - - - - - - 117,222
102,126 12,865 6,094 677 8,802 32,615 48,188 61,053 163,179
20,081 9,708 2,189 141 1,909 2,322 6,561 16,269 36,350
6,005 - 9,390 192 5,940 2,889 18,411 18,411 24,416
2,631 3,390 443 222 72 6,366 7,603 10,993 13,624
5,962 2,171 1,045 115 1,622 562 3,244 5,415 11,377
2,274 - - 6,480 - 37,590 44,070 44,070 46,344
23,123 7,440 3,582 392 5,217 1,927 11,118 18,558 41,681
- - - - 19,217 19,217 19,217 19,217
$ 968,941 § 384,550 § 198814 § 99,740 §$ 182,439 §$ 518,093 § 999,086 § 1383636 § 2,352,577

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

STATEMENT OF CASH FLOWS
For the Years Ended September 30, 2022 and 2021

2022 2021
Cash flows from operating activities:
Cash received from grants and public SUPPOTt...........oveiiiiiiiii e, $ 1,389,035 $ 1,278,540
Cash received from underwriting of programs..............cccveeiiiiiiee i 464,144 715,332
Cash received from Corporation for Public Broadcasting............ccccoveeiiiiiiiiiieenns 243,751 521,265
Cash paid t0 VENAOTS. ........uviiiiiiiii e (1,284,274) (1,641,791)
Cash paid for salaries, benefits and taxes............ccoiiiiiiii (928,473) (747,707)
Cash received fOr INTEreSt..........uviiiiiii e - 17
Cash paid for INEErEST.......eeiiiieie e - (6,083)
Net cash provided (used) by operating activities...............ccccevvvveiinnnnen. (115,817) 119,593
Cash flows from investing activities:
Purchase of property and equipment............c.cooriiiiiiiiii (45,333) (77,620)
Net cash used by investing activities...............cocvveeiiiiiic i, (45,333) (77,620)
Cash flows from financing activities:
Advances on iNe Of Credit............eeieiiiie i 75,000 100,000
Payments on note payable..............oeiiiiiiiii i (5,000) -
Payments on line of Credit...........oovviiiiiii - (200,000)
Net cash provided (used) by financing activities.............c.cccocceivieiinnn. 70,000 (100,000)
Net decrease in cash and cash equivalents............ccccooocieiiiiiiiiin i (91,150) (58,027)
Cash and cash equivalents, beginning 0f year............cccccveiiiiiiii i 153,456 211,483
Cash and cash equivalents, end Of YEar............cc.cooviiiiiii i $ 62,306 $ 153,456
Reconciliation of change in net assets to net cash provided (used) by operating activities:
Change iN NEE @SSELS. ... .eveiiieieieie ettt $ (422,331) § (31,894)
Adjustments to reconcile:
Depreciation and amortization................eevieieiiiiiiiiiiii e 300,728 286,825
LOSS ON AISPOSAL.........uviiiiiiiiiiiiiee e 1,869 -
Decrease in allowance for uncollectible aCCOUNtS.............cccvviviiiiiiiiiieiiiiiecc e, (23,365) (301)
Decrease (increase) in:
Underwriting and other receivables.............coovviiiiiiiiiii e (14,736) (1,901)
PrOMISES 10 GIVE....c.veiiiiiit et 30,630 (17,455)
Prepaid EXPENSES. ... ... ittt a e 3,073 22,323
Capital campaign pledges receivable..............ccooiiiiiiiii e 63,444 57,501
Increase (decrease) in:
ACCOUNES PAYADIE. ......eiiiiiec e 47,333 (80,775)
ACCIUE lIADIIHIES. ... (3,207) 16,070
Deferred grant revenue - SBA paycheck protection plan...........cocovvenenencnenienenn. - (144,000)
DEFEITEA TEVENUE. ... vt e ettt e e (99,255) 13,200
Total adjuSIMENtS........ooii e 306,514 151,487
Net cash provided (used) by operating activities. ...............ccceeviiiiiiiiiiii e $ (115817) § 119,593
Supplemental disclosure of cash flow information:
Non-cash purchase of property and equipment $ 15,000 $

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

NOTES TO FINANCIAL STATEMENTS
September 30, 2022 and 2021

NOTE 1 - NATURE OF OPERATIONS

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 eight 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.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and presentation

The accompanying financial statements are presented in accordance with accounting principles generally accepted
in the United States of America (“U.S. GAAP”). Accordingly, revenues are recognized when earned, and expenses
are recognized when the obligation is incurred.

The Station reports gifts of cash and other assets as support with donor restrictions if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated time
restriction ends, or purpose restriction is accomplished, net assets with donor restrictions are reclassified to net assets
without donor restrictions.

Cash and cash equivalents
The Station considers all demand deposits and highly liquid investments purchased with an initial maturity of three
months or less to be cash and cash equivalents.

Concentration of credit risk

The Station’s instruments exposed to concentration of credit risk consists of cash and cash equivalents. Such assets
are placed with high quality credit institutions. The Federal Deposit Insurance Corporation secures interest bearing
accounts at such institutions up to $250,000 per depositor. The Station occasionally may have balances exceeding
this limit; however, such occurrences are infrequent, and it is believed credit risk exposure is limited. Credit risk
associated with receivables and promises to give is considered to be limited due to high historical collection rates and
because substantial portions of the outstanding amounts are due from corporations, foundations, and individuals
supportive of our mission.

Accounts receivable

The Station’s accounts receivable are primarily related to underwriting, contributions and memberships which are
stated at net realizable value. The Station uses the reserve method to account for bad debts on accounts receivable.
No allowance has been provided given that management of the Station considers accounts receivable fully collectible
based on composition and historical collection experience.

Promises to give
The Station received individual multi-year unconditional promises to give. The pledges have not been discounted to

present value as the effect would be immaterial due to extremely low discount rates. Management has reviewed factors
relating to the collectability of the pledges at year end and have recorded an allowance for doubtful accounts.

Grants and contracts receivable
Grants and contracts receivable are recorded as revenue in accordance with the terms of each agreement. The Station
has determined that an uncollectible allowance is not required, and the balance is expected to be fully collectible.

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.




KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Broadcast licenses

The Station has acquired broadcast licenses from other entities with approval from the Federal Communications
Commission (FCC). Costs directly associated with the acquisition of the broadcast licenses are capitalized. As the
licenses are considered to have an indefinite useful life due to expected future cash flows, the cost of licenses is not
amortized. The Station evaluates the capitalized cost of the total portfolio for impairment rather than evaluate each
individual license due to the geographic saturation coverage experienced as a portfolio enhances the value of all
licenses.

An impairment loss would be recorded in the statement of activities should the carrying value of the total broadcast
license portfolio exceed the estimated fair value of such portfolio. There were no indicators of broadcast license
impairment during the years ended September 30, 2022 and 2021. The licenses have a carrying value of $250,334 for
the years ended September 30, 2022 and 2021.

Goodwill

The Station has elected to adopt the option to amortize goodwill. Goodwill is subject to amortization on a straight-line
basis over 10 years and impairment testing will only be performed when a triggering event occurs indicating that the
fair value may be below carrying amount.

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.

Deferred revenue
Deferred revenue results from the receipt of prepayments for underwriting and sponsorships. Revenue is recognized
over time as the performance obligation is satisfied, which is measured as the applicable broadcasts occur.

Classification of net assets
Net assets, support and revenue, gains, and losses are classified based on the existence or absence of donor or
grantor-imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Without Donor Restrictions - Resources of the Station that are not restricted by donors or grantors as to use or purpose.
These resources include amounts generated from operations and undesignated gifts, and investments in property and
equipment.

With Donor Restrictions - Resources that carry donor-imposed restrictions. Donor-imposed restrictions are temporary
in nature, such as those that will be met by the passage of time or other events specified by the donor. Donor-imposed
restrictions are released when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated
purpose for which the resource was restricted has been fulfilled, or both.

Support and revenue recognition

Underwriting support of programs is recognized over time as the performance obligation is satisfied, which is measured
as the applicable broadcasts occur. Underwriting support received in advance of broadcast is reported as deferred
revenue.

Contributions are recognized when cash, other assets, is received. Conditional promises to give, that is, those with a
measurable performance or other barrier, and right of return, are not recognized until the conditions on which they
depend have been substantially met. Grants are conditioned upon certain performance requirements and incurrence
of allowable qualifying expenses.



KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

SBA Paycheck Protection Program (“PPP”)

Funds received pursuant to PPP under Division A, Title | of the CARES Act, enacted March 27, 2020, were initially
considered a conditional contribution. Under the terms of the PPP, the Station initially recognized the funds as a
refundable advance and, as conditions for forgiveness are met, recognized contribution revenue. All conditions were
met during 2021 and the loan was forgiven and is reflected on the accompanying Statements of Activities as “SBA
Paycheck Protection Program”.

Income taxes

The Station is exempt from income tax as provided under Section 501(c)(3) of the Internal Revenue Code, except on
netincome 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
organization 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 statement of financial position along with any interest and penalties that would result from that
assessment. If the Station has unrelated business income, the federal Exempt Organization 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.

Advertising

The Station uses advertising to promote its programs among the audiences it serves. Advertising costs are charged
to operations when incurred. Advertising costs for the years ended September 30, 2022 and 2021, were $50,894 and
$32,709.

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, expenses, and other changes in net assets during the reporting period. Actual results could differ from those
estimates, and those differences could be material.

Fair value of financial Instruments

The carrying amounts of financial instruments, including cash and cash equivalents, accounts receivable, pledges
receivable, prepaid expenses, accounts payable, and accrued liabilities and other payables, approximated their fair
values due to the short-term nature of these financial instruments. There were no changes in methods or assumptions
during the year ended September 30, 2022.

Functional reporting of expenses

The costs of providing the various programs and other activities have been summarized on a functional basis in the
statement of activities and statement of functional expenses. Accordingly, certain costs have been allocated among
the programs and supporting services using a variety of cost allocation techniques.

Reclassifications
Certain reclassifications have been made to the prior year statement presentation to correspond to the current year's
format. Total net assets and change in net assets are unchanged by these reclassifications.
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Adoption of new accounting pronouncements

In September 2020, the Financial Accounting Standards Board (‘FASB”) issued ASU 2020-07, Presentation and
Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets (Topic 958), which is effective for fiscal years
beginning after June 15, 2021, with early adoption permitted, and is intended to improve transparency in the reporting
of contributed nonfinancial assets, also known as gifts in-kind, for not-for-profit organizations. The ASU requires a not-
for-profit organization to present contributed nonfinancial assets as a separate line item in the statement of activities,
apart from contributions of cash or other financial assets, along with expanded disclosure requirements. The Station
adopted and implemented this pronouncement on October 1, 2021, using the prospective method of application. The
adoption of ASU 2020-07 resulted in no material changes to the recognition of nonfinancial assets.

Recent accounting pronouncements issued not yet effective

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which sets out the principles for the recognition,
measurement, presentation, and disclosure of leases for both parties to a contract (i.e., lessees and lessors). The most
significant change for lessees is the requirement under the new guidance to recognize right-of- use assets and lease
liabilities for all leases not considered short-term leases. Changes to the lessor accounting model include: (a)
synchronizing key aspects of the model with the new revenue recognition guidance, such as basing whether a lease
is similar to a sale on whether control of the underlying asset has transferred to the lessee and (b) prospectively
eliminating the specialized accounting for leveraged leases. The new standard requires lessors to account for leases
using an approach that is substantially equivalent to existing guidance for sales-type leases, direct financing leases
and operating leases. The standard is effective on January 1, 2020, with early adoption permitted. The Station has not
yet selected a transition method and is currently evaluating the effect that the standard will have on the financial
statements. Then again, in June 2020, the FASB issued ASU 2020-05 as a limited deferral of the effective date for
annual periods beginning after December 15, 2021.

The Station is currently assessing the impact these recent accounting pronouncements will have on its financial
statements.

NOTE 3 - FINANCIAL ASSETS AND LIQUIDITY RESOURCES

As of September 30, 2022 and 2021, financial assets and liquidity resources available within one year for general
expenditure, such as operating expenses, were as follows:

Current financial assets:

2022 2021

Cash and cash equivalents $ 62,306 $ 153,456
Underwriting and other receivables, net 46,790 27,154
Promises to give, net 6,745 34,410
Capital campaign receivable, net 9,026 56,970
Prepaid expenses 21,306 24,379
Contract asset 31,588 45,610

Financial assets, at year-end 177,761 341,979
Less assets restricted as to use 53,024 60,381

Financial assets available to meet cash needs for

general expenditures within one year § 124737 § 281598
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 3 - FINANCIAL ASSETS AND LIQUIDITY RESOURCES - Continued

The Station’s programs are supported both by contributions with and without donor restrictions. Donors include
individuals, corporations, and foundations. Because a donor’s restriction requires resources to be used in a particular
manner or in a future period, the Station must maintain sufficient resources to meet those responsibilities to its donors.
Thus, financial assets may not be available for general expenditure within one year. As part of the Station’s liquidity
management, it has a policy to structure its financial assets to be available as its general expenditures, liabilities, and
other obligations come due. The Station has available lines of credit and the ability to reach out to the Southern Ute
Indian Tribe if needed.

NOTE 4 - PROMISES TO GIVE AND ACCOUNTS RECEIVABLE

Amounts due to the Station classified as current at September 30, 2022 and 2021, consisted of the following:

Underwriting and other receivables 2022 2021
Amounts due or promised $ 46,790 $ 32,054
Allowance for doubtful accounts - (4,900)

Total underwriting and other receivables, net $ 46,790 $ 27,154

Promises to give
Underwriting $ 11,017 $ 41,647
Allowance for doubtful accounts (4,272) (7,237)

Total promises to give, net $ 6,745 $ 34,410
As of September 30, 2022 capital campaign pledges are expected to be collected in the following timeframe:
2022 2021
1 Year 2-5Years Total Total
Capital campaign pledges receivable $ 7,270 $ 1,756 $ 9,026 $ 72,470
Allowance for doubtful accounts - - - (15,500)

Total capital campaign pledges
receivable, net $ 7,270 $ 1,756 $ 9,026 $ 56,970

NOTE 5 - PROPERTY AND EQUIPMENT
Property and equipment as of September 30, 2022 and 2021, consisted of the following:

Useful Life 2022 2021
Studio broadcasting and transmitting equipment 5-15years § 1578454 § 1,535,675
Office equipment 5-12 years 78,311 78,311
Building and improvements 25 years 1,943,075 1,930,480
Land improvements 25 years 2,987 2,987
Computer equipment 3 years 117,841 112,882
3,720,668 3,660,335
Less: accumulated depreciation (1,426,412) (1,155,937)
Property and equipment, net § 2294256 § 2,504,398

Depreciation expense was $271,628 and $257,725 for the years ended September 30, 2022 and 2021, respectively.
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 5 - PROPERTY AND EQUIPMENT - Continued

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. To also report on a functional basis, the Station has allocated
depreciation in accordance with the functional area using the related asset.

The Station is using equipment that was acquired under a grant from ITAC (International Trade Administration
Commission). 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 6 - GOODWILL

On September 27, 2019, the Station recorded goodwill of $291,000 arising from a contribution of 100% ownership
interests in FolkWest, Inc., a company that that promotes live acoustic, roots, folk, and bluegrass music festivals
through two annual events: Pagosa Folk ‘n Bluegrass and the Four Corner’s Folk Festival. The Four Corner’s Folk
Festival has been provided annually for 24 years while the Pagosa Folk ‘n Bluegrass Festival has been offered each
year for 14 years. On the acquisition date, the net identifiable assets of FolkWest, Inc. were $5,000. The excess
amount of the contribution over the net identifiable assets acquired represents the value of FolkWest, Inc.’s, volunteer
database, customer base, 24-year event history, email list and future earnings potential which are reported as goodwill.
The Station began amortizing the goodwill over 10 years.

2022 2021
Goodwill $ 291,000 $ 291,000
Less: accumulated amortization (87,300) (58,200)
Goodwill, net $ 203,700 $ 232,800

Amortization expense was $29,100 for the years ended September 30, 2022 and 2021.
NOTE 7 - LINE OF CREDIT

In January 2022, the Station entered into a $75,000 line of credit arrangement with Alpine Bank, which expired in
January 2023 and was renewed for another year. The line is secured by all equipment, furniture, fixtures and other
personal property, including but not limited to the following FCC Licenses: Facility ID #824446 (Ignacio CO), Facility ID
#35816 (Ignacio, CO), Facility ID #31346 (Farmington, NM), Facility ID# 124178 (Flora Vista, NM), Facility ID # 35818
(Pagosa Springs, CO), Facility ID #123205 (Pagosa Springs, CO), Facility ID #93294 (Durango, CO) and Facility ID
#53816 (Silverton, CO) but with respect to each of the aforementioned licenses, the security interest is perfected by
this filing, and is limited to the debtor's (as licensee) right to proceeds arising out of the sale of any one or more of said
license(s). Interest on outstanding advances accrues at the greater of JP Morgan Chase Bank prime rate (6.25% as of
September 30, 2022) or the floor of 4%. The line of credit expired in January 2023 and was extended for an additional
year with the variable interest rate to be the greater of JP Morgan Chase Bank prime rate (7.75 % as of February 2023)
plus 2.125 percentage points over the index or the floor of 4%

The Station owed $75,000 as of September 30, 2022. There was no outstanding debt on the line of credit for the year
ended September 30, 2021.
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 8 - NOTE PAYABLE

On February 2, 2022, the Station entered into a two-year agreement with an unrelated party to purchase a tower costing
$15,000. The Station paid $5,000 in August 2022 and will pay the remaining balance in $5,000 increments during 2023
and in 2024.

NOTE 9 - CORPORATION FOR PUBLIC BROADCASTING GRANTS

The Corporation for Public Broadcasting (“CPB”) is a private, nonprofit corporation, funded by federal appropriations
authorized by the United States Congress and other sources. CPB distributes annual Community Service Grants to
qualifying public communications entities. These grants are used to augment the financial resources of public radio
stations and thereby to enhance the quality of programming and expand the scope of public radio services. Each grant
may be expended over one or two federal fiscal years as described in the Communications Act 47, United States Code
Annotated Section 396(k)(7), (1983) Supplement, and within two years of the initial grant authorization.

According to the Communications Act, funds may be used at the discretion of recipients. The Station uses these funds
for purposes relating primarily to production and acquisition of programming. Also, the grants may be used to sustain
activities started with Community Service Grants awarded in prior years.

The grants are reported in the accompanying financial statements as operating revenue; however, certain guidelines
must be satisfied in connection with application for and use of the grants to maintain eligibility and compliance
requirements. These guidelines pertain to the use of grant funds, recordkeeping, audits, financial reporting, and
licensee status with the FCC. For the years ended September 30, 2022 and 2021, $243,751 and $265,001, was
received and expended under these grants, respectively.

CPB distributed American Rescue Plan Act Stabilization Grants to eligible Community Service Grant (CSG) recipients
in April 2021. The grants were funded under Public Law 117-2, American Rescue Plan Act of 20211 as signed by the
President on March 11, 2021, to prevent, prepare for, and respond to the coronavirus. It authorized CPB to distribute
$175 million in fiscal stabilization grants to public telecommunications entities to maintain their programming and
services. For the year ended September 30, 2021, the Station received and expended $256,264, under this grant.

NOTE 10 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restriction resulting from grants and contributions reflected in the statement of activities for the
year ended September 30, 2022, were restricted by the respective donors for the following purposes:

Released
Net Assets Restricted from Net Assets
October 1, 2021 Support Restriction  September 30, 2022
Broadcasting and digital media $ 14771 § 287,350 § (280,685) $ 21,436
Fundraising - 16,250 (16,250) -
Hemp symposium - 14,022 (14,022) -
Total $ 14771 § 317,622 § (310957) $ 21,436
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021
NOTE 11 - EMPLOYEE BENEFITS

Compensated 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 Southern Ute Indian Tribe
and is extended to employees of the Station.

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 full-time 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 $24,391 and $19,047 for the years ended September 30, 2022 and 2021, respectively, on
behalf of its employees participating in the Retirement Savings Plan.

Cafeteria benefit plan

The Southern Ute Indian Tribe (SUIT) 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 qualified insurance
premiums, out-of-pocket medical costs, and qualified daycare costs with pretax dollars. Employees who have qualified
for the employee health insurance plan are eligible to participate and make allocations to cover additional costs of the
SUIT's medical plans, including the costs of medical and hospitalization coverage, major medical coverage, cancer
care policies, and/or dental coverage.

15



KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 12 - CONTRIBUTION OF NONFINANCIAL ASSETS

The Station recognizes contributions that create or enhance nonfinancial assets or that require specialized skills, are
provided by individuals possessing those skills, and would typically need to be purchased if not provided by donation.
During the year, the Station received significant amounts of professional services in exchange for underwriting
recognition on air.

For the years ended September 30, 2022 and 2021, contributed nonfinancial assets recognized within the statements
of activities and changes in net assets included:

2022 2021
Southern Ute Indian Tribe
Contracted services $ 100,000 $ 90,000
Equipment rental 31,000 31,000
Facility rental 60,000 67,708
Repairs and maintenance 6,000 6,000
Tower site rental 2,250 2,250
Total Southern Ute Indian Tribe 199,250 196,958
Other
Advertising 1,095 -
Internet 1,900 -
Meals 100 415
Passes 2,235 -
Radio programming 8,350 10,350
Tower site rental 10,800 10,800
Total Other 24,480 21,565
Total Contribution of nonfinancial assets $ 223730 $ 218,523

In August 2011, the Station entered into an agreement with the Southern Ute Indian Tribe (SUIT) to lease a building
in which to house the Station operations. The initial agreement expired on 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 SUIT. During the years ended September 30, 2022 and 2021, the Station has been using the building and recorded
rent expense and an in-kind contribution in the amount of $60,000 for each of the years.

All contributed nonfinancial assets were utilized during the year they were received for programs, as well as general
management and fundraising purposes. There were no donor-imposed restrictions associated with the contributed
nonfinancial assets. Contributed services are valued and are reported at the estimated fair value in the financial
statements based on current rates for similar services.
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 13 - LEASE COMMITMENTS

The Station is obligated under lease agreements, from various unrelated parties, for tower and ground space for
locations in Colorado and New Mexico. The lease agreements expire through December 2026. Rent expense
amounted to $38,503 and $22,864 for the years ended September 30, 2022 and 2021, respectively.

Minimum future payments for all leases are as follows:

Year Ending September 30,

2023 $ 38,865
2024 29,456
2025 26,587
2026 18,492
2027 3,939

$ 117,339

NOTE 14 - OTHER COMMITMENTS

Folk ‘n Bluegrass and Four Corner’s Folk Festival

Effective September 2019, the Station entered into an independent contractor agreement with a company to provide
artist booking and coordination, festival promotion, and production consultation for the Folk ‘n Bluegrass and Four
Corner’s Folk Festival. The annual compensation for these services is $36,000 and the agreement terminated on
September 30, 2021.

Native American Agriculture Fund

In January 2020, the Station was awarded a $70,970 grant from the Native American Agriculture Fund (NAAF). The
grant specifies that the funds are to pass-through to the SUIT restricted for the purpose of a Hemp Symposium. The
Station received $63,891 from the grantor in 2020 and the funds were passed on to SUIT. The funds received are
shown as an asset and liability on the statement of financial position until the time the performance of the grant is
met. The grant period was originally set to terminate on December 31, 2020. However, an extension was requested
by SUIT and was granted by NAAF extending the deadline to February 2021. In September 2021, an additional
extension was requested and granted by NAAF extending the grant term length to 36 months due to delays caused
by COVID-19 restrictions. At the date of the deadline, any funds not spent on their intended purpose are required to
be returned to the grantor. The SUIT spent $14,022 and $18,281 for the years ended September 30, 2022 and 2021,
respectively, for the purposes stipulated under the terms of the agreement.

Rocky Mountain Public Media

In July 2022, the Station entered into an agreement with Rocky Mountain Public Media (RMPM) to produce or acquire
programing content defined as Native Lens. The Station is the lead partner in the Native Lens project and RMPM will
be an equal partner on all programs and content it distributes with respect to the agreement. The Station’s and RMPM
proportionate share of the agreement is $86,650 and $51,500, respectively. The Station’s expenses amounted to
$12,114 for the year ended September 30, 2022.

NOTE 15 - CONTINGENCIES

The Station is exposed to various claims; 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. It is the opinion of
management and legal counsel, all such pending 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.

Grants require the fulfillment of certain conditions as set forth in the grant instrument. Failure to fulfill the conditions
could result in the return of the funds to the grantors. Although this is a possibility, based on the historical experience
of management, the Station deems the contingency remote and believes that remittance, if ultimately any, would not
materially affect the financial position, changes in net assets, or cash flows of the Station.
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KUTE, INC.

NOTES TO FINANCIAL STATEMENTS - Continued
September 30, 2022 and 2021

NOTE 16 - RISK AND UNCERTAINTIES

The Station relies on a significant amount of funding received in the form of donations and grants from individuals and
foundations to support its operations. Current local and global financial markets may have an impact on the level of
funding provided by these funding sources. While it is impracticable to determine the impact of these events,
management is taking steps to address potential changes in funding levels and reduce the Station’s exposure to impact
from these events.

NOTE 17 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through March 22, 2023, the date which the financial statements were
available to be issued. Except as described in Note 7, there were no other subsequent events requiring adjustment to
the financial statements or disclosures as stated herein.

18



