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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Rural California Broadcasting Corporation
Rohnert Park, California

We have audited the accompanying financial statements Rural California Broadcasting
Corporation (a nonprofit corporation), which comprise the statement of financial position as of
September 30, 2016, and the related statements of activities, functional expenses, and cash flows
for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

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

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

Goranson and Associates, Inc.

717 College Avenue, First Floor, Santa Rosa, CA 95404 Phone: 707/542-1256 Fax 707/978-3090



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Rural California Broadcasting Corporation as of September 30, 2016, and the
changes in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Rural California Broadcasting Corporation’s financial statements for
the year ended September 30, 2015, and we expressed an unmodified audit opinion on those
audited financial statements in our report dated January 20, 2016. In our opinion, the summarized
comparative information presented herein as of and for the year ended September 30, 2015, is
consistent, in all material respects, with the audited financial statements from which it has been
derived.

Goranson and Associates, (ne.

February 15, 2017
Santa Rosa, California

Goranson and Associates, Inc.



RURAL CALIFORNIA BROADCASTING CORPORATION
STATEMENT OF FINANCIAL POSITION
SEPTEMBER 30, 2016
(with summarized comparative totals for September 30, 2015)

2016 2015

ASSETS
Current assets:

Cash $ 375,865 $ 183,014
Accounts receivable, net of $3,010

allowance for uncollectible accounts 143,512 40,705
Grants receivable 112,500 2,835
Prepaid license agreements 55,570 251,333
Prepaid expenses 29,290 48,919

Total current assets 716,737 526,806

Land 359,542 359,542
Structures and equipment, net 1,330,111 1,531,456
Total Fixed Assets 1,689,653 1,890,998

Other assets:

Long-term investments - 108,589
Other assets 31,826 301,496
Total assets $ 2,438,216 $ 2,827,889

The accompanying notes are an integral part of these financial statements
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RURAL CALIFORNIA BROADCASTING CORPORATION

STATEMENT OF FINANCIAL POSITION

SEPTEMBER 30, 2016

(with summarized comparative totals for September 30, 2015)

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable
Other payables
Accrued expenses
Deferred revenue
Current portion of long-term debt

Total current liabilities

Long-term debt, net of current portion
Total liabilities

Net assets:
Unrestricted:
Undesignated
Board designated quasi-endowment fund
Temporarily restricted

Total net assets

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements.
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2016 2015
$ 194,887 $ 695895
9,487 1,789
131,289 128,425
160,795 107,688
14,812 620,217
511,270 1,554,014
603,140 -
1,114,410 1,554,014
1,159,717 1,093,476
- 110,570
164,089 69,829
1,323,806 1,273,875
$ 2,438,216 $ 2,827,889




RURAL CALIFORNIA BROADCASTING CORPORATION

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2016
(with summarized comparative totals for the year ended September 30, 2015)

Unrestricted

Television Radio Temporarily 2016 2015
SUPPORT AND REVENUE: Company Company Restricted Total Total
Grants:
Corporation for Public
Broadcasting $ 529245 $ 72,160 $ 601,405 $ 517,071
Corporate, foundation,
government and other 52,503 11,935 $ 177,500 241,938 141,309
Underwriting contributions 181,893 61,857 243,750 254,158
Membership contributions 585,222 145,805 731,027 915,962
Annual auction and other
fundraising activities 227,087 6,211 233,298 210,284
Services and other revenues 667,027 101,200 768,227 651,299
Investment Income 470 - 470 2,218
Donated goods and services 78,764 2,142 80,906 133,726
Net assets released
from restriction 57,673 25,567 (83,240) - -
Total support and revenue 2,379,884 426,877 94,260 2,901,021 2,826,027
EXPENSES:
Program services:
Programming/production 463,404 269,653 - 733,057 753,812
Broadcasting/podcasting 666,421 152,269 - 818,690 791,518
Web/podcasting 72,878 43,070 - 115,948 112,386
Program information/promotion 55,609 27,823 - 83,432 71,257
Supporting services:
Management and general 437,786 88,159 - 525,945 551,560
Auction/membership development 402,428 47,535 - 449,963 439,381
Underwriting/grant development 110,514 13,540 - 124,054 196,122
Total expenses 2,209,040 642,049 - 2,851,089 2,916,036
CHANGE IN NET ASSETS 170,844 (215,172) 94,260 49,932 (90,009)
NET ASSETS, beginning of year 2,878,750 (1,674,704) 69,829 1,273,875 1,363,884
NET ASSETS, end of year $ 3049594 $(1,889,876) $ 164,089 $ 1,323,807 $ 1,273,875

The accompanying notes are an integral part of these financial statements.
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(with summarized comparative totals for the year ended September 30, 2015)

Personnel costs

Depreciation and
amortization

Dues, fees and subscriptions

Fundraising and promotion

Insurance

Interest

Equipment rental and maintenance

Travel, education, training

Postage and shipping

Printing and supplies

Production costs

Professional services

Program acquisition

Rent

Telephone

Utilities

Bad debt expense

Miscellaneous

Total expenses

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

RURAL CALIFORNIA BROADCASTING CORPORATION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Program
Programming Information Management Auction and Underwriting

and and and Membership  and Grant 2016 2015

Production Broadcasting Web Promotion General Development Development Total Total
$415582 $ 328,189 $ 100906 $25216 $ 279897 $ 193479 $ 58603 $1,401,872 $ 1,388,331
4,464 206,262 - 1,063 12,698 4,607 1,063 230,157 232,738
418 - 2,555 844 15,269 74,548 285 93,919 71,975
- - - 54,267 1,384 105,679 - 161,330 159,044
- - - - 33,793 - - 33,793 33,817
(32) - - - 35,774 - - 35,742 52,157
4 48,315 - - 18,616 130 - 67,065 59,482
2,099 3,742 - 313 1,398 342 - 7,894 9,814
319 1,464 - 719 1,861 25,985 31 30,379 30,449
53 - - 531 - 20,540 - 21,124 16,880
878 - - - - - - 878 215
3,723 67,831 9,235 151 35,302 6,699 53,489 176,430 211,369
301,906 - - - - - - 301,906 362,948
- 71,238 - - - - - 71,238 71,219
2,276 47,770 - - 25,875 17,953 - 93,874 94,884
- 40,549 - - 56,507 - - 97,056 97,772
- - - - - - 5,312 5,312 230
1,367 3,330 3,252 330 7,571 - 5,270 21,120 22,712
$733057 $ 818690 $115948 $83434 $ 525945 $ 449962 $ 124,053 $2,851,089 $ 2,916,036
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RURAL CALIFORNIA BROADCASTING CORPORATION
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED SEPTEMBER 30, 2016
(with summarized comparative totals for the year ended September 30, 2015)

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from members, grants and other support

Cash received from other exchange transactions
Cash paid to vendors and employees
Investment income received

Other cash received (paid)

Interest paid

Net cash used by operations

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Purchase/ donation of structures and equipment
Proceeds from sale of property and equipment

Net cash used by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on long-term debt
Total cash used by financing activities
NET CHANGE IN CASH

CASH, beginning of year

CASH, end of year

2016

2015

$ 2,184,641

477,048
(2,789,790)
(470)

(35,742)

(164,313)

108,589
(28,812)
279,652

359,429

(2,265)

(2,265)

192,851

183,014

375,865

$ 2,260,663
464,442
(2,765,131)
(2,218)
(2,005)
(52,157)
(96,406)

254,665
(92,515)

162,150

(10,291)

(10,291)
55,453

127,561

$ 183,014

The accompanying notes are an integral part of these financial statements.
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RURAL CALIFORNIA BROADCASTING CORPORATION
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED SEPTEMBER 30, 2016
(with summarized comparative totals for the year ended September 30, 2015)

Reconciliation of Change in Net Assets to Net
Cash Provided by Operating Activities:
Change in net assets

Adjustments to reconcile change in net assets to

net cash provided by operating activities:
Depreciation and amortization

(Gain) loss on sales of assets

Donation of plant, property and equipment

Other noncash items
(Increase) decrease in:
Accounts receivable
Grants receivable
Program license agreements
Prepaid expense
Other assets
Increase (decrease) in:
Accounts and other payables
Accrued expenses

Deferred revenue

Net cash used by operations

The accompanying notes are an integral part of these financial statements.
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2016 2015
$ 49931 $  (90,009)
230,157 232,738
- (23)
279,653 279,652
- (1,982)
(102,807) 30,413
(109,665) 14,529
195,763 (17,873)
19,629 (9,580)
(289,634) (547,758)
(493,310) 36,699
2,864 (8,856)
53,106 (14,356)
$ (164,313 $  (96,406)




RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 1 NATURE OF OPERATIONS

The Rural California Broadcasting Corporation (KRCB), a California public benefit corporation, was
organized in January 1981 for the purpose of operating non-commercial educational
telecommunications services for all or part of Sonoma, Marin, Napa, Solano, and Mendocino
Counties. In 1985, KRCB obtained four Instructional Television Fixed Site (ITFS), now designated as
EBS licenses. KRCB began ITFS operations in 1996. In 1991, KRCB obtained a license to operate a
non-commercial Radio station. Support and revenues are primarily from public, private and
government grants, and contracts.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — KRCB reports information regarding its financial position and activities on
an accrual basis according to three classes of net assets: unrestricted, temporarily restricted, and
permanently restricted.

Unrestricted Net Assets — Net assets that are not subject to donor-imposed restrictions. These
also may be designated for specific purposes by action of the Board of Directors.

Temporarily Restricted Net Assets — Net assets that are subject to donor-imposed stipulations
that may be fulfilled by actions of KRCB to meet the stipulations or that become unrestricted at
the date specified by the donor.

Permanently Restricted Net Assets — Net assets subject to donor-imposed stipulations that they
be retained and invested permanently by KRCB to use all or part of the investment return on
these net assets for specified or unspecified purposes.

Net assets released from restriction — Temporarily restricted net assets are “released” to
unrestricted net assets when the donor-stipulated purpose has been fulfilled and/or the stipulated
time period has elapsed.

Other Basis of Presentation Policies — Revenues or support are reported as increases in
unrestricted net assets unless subject to donor-imposed restrictions. If temporary restrictions are
fulfilled in the same time period the revenue or support is received, KRCB reports the revenue or
support as unrestricted. Expenses are reported as decreases in unrestricted net assets. Gains and
losses on investments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless restricted by explicit donor stipulation or by law.



RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

KRCB reports gifts of land, structures, and equipment as unrestricted support unless explicit donor
stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be
used to acquire long-lived assets are reported as temporarily restricted support. Absent explicit
donor stipulations about how long those long-lived assets must be maintained, KRCB reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in

service.

Investments received through gifts are recorded at estimated fair value at the date of donation.

Fundraising Campaigns — KRCB engages in fundraising campaigns for operations and capital
improvements manifested by offering special television or radio programs and on-air and mail
fundraising appeals. These appeals encourage supporters, both individuals and organizations, to
provide financial contributions to KRCB. Financial contributions are frequently evidenced by
pledges received from responding viewers and listeners. However, uncollected pledges that are
not enforceable against contributors are not shown as assets on the statement of financial position.
Contributions and collected pledges are components of unrestricted revenue to the extent their
usage is not limited to specific activities of KRCB. This usage is consistent with the appeals for
contributions and pledges. Contributions to capital campaign funds are temporarily restricted until
expended for their designated use.

Contributed services — KRCB records contribution revenue for certain services received at the fair
value of those services, if the services (a) create or enhance non-financial assets or (b) require
specialized skills, are provided by individuals possessing those skills, and would be purchased if
not donated. KRCB receives a significant amount of donated services from unpaid volunteers who
assist in fundraising and special projects.

Cash and Cash Equivalents — KRCB considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents.

Accounts and Grants Receivable — Accounts and grants receivable are stated at the amount
management expects to collect from outstanding balances. Accounts receivable consist of
underwriting due KRCB, but not yet collected. Grants receivable consist of grants and contracts
awarded, but not yet received.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Fair Value Measures — KRCB reports its fair value measures by using a fair value hierarchy defined
by generally accepted accounting principles (GAAP) that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest ranking to fair values
determined using unadjusted quoted prices in active markets for identical assets and liabilities
(Level 1) and the lowest ranking to fair values determined using methodologies and models with

unobservable inputs (Level 3).

The three level of the fair value hierarchy under GAAP are:

Level 1-Unadjusted quoted prices in active markets accessible at the measurement date for

identical, unrestricted assets or liabilities.

Level 2—- Quoted prices for similar assets or liabilities in active markets, quoted prices for
identical or similar assets or liabilities in markets that are not active, or inputs that are
observable, either directly or indirectly, for substantially the full term of the asset or liability.

Level 3— Prices for valuation techniques that require inputs that are both significant to the fair
value measurement and unobservable (inputs are supported by little or no market activity).

Investments - Investments are made up of pooled investment funds and are reported at their fair
values in the statement of financial position. The fair value of pooled investment funds are based
upon quoted prices for similar securities in active markets (Level 2 measurements). Realized and
unrealized gains and losses are included in the change in net assets and are included in the
statement of activities as net realized and unrealized gains on investments.

Fixed Assets — Structures and equipment are stated at cost or, if donated, at fair market value at
the date of receipt. Depreciation is computed using the straight-line method over the useful life of
the assets. Structures are being depreciated over thirty years. Broadcasting, production, and
satellite equipment are depreciated over periods of five to fifteen years and furniture and
equipment are depreciated over periods of three to seven years.

Maintenance and repairs are charged to expense as incurred. Renewals and betterments which
extend the useful lives of these assets are capitalized.

-11 -



RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Broadcast Licenses — The television and radio broadcast licenses are stated at cost and are being
amortized over the remaining period of the leases. These licenses may not be transferred or sold
without the express written permission of the Federal Communications Commission (see Note 5).

Purchased Programming — The costs of purchased programming are expensed over the period of
purchase agreement because the estimated number of future airings is not determinable.

Deferred Revenue — Revenue from unearned contracts is deferred and recognized over the periods
to which the revenue relates.

Advertising — KRCB uses advertising to promote its programming and fundraising events and the
costs of the advertising are expended as incurred.

Functional Allocations of Expenses — Functional expenses are allocated to a category of program
or supporting services based on the direct expenditures incurred. Expenses not directly chargeable
to a particular functional category are allocated based on analysis of personnel and space utilized
for the related activities.

Estimates — The presentation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of financial statements and the reported
amounts of support and revenue and expenses during the reporting period. Actual results could
differ from those estimates.

Concentrations of Risk - Financial Instruments — Financial instruments, which potentially subject
KRCB to a concentration of credit risk, principally consist of cash and cash equivalents, promises to
give, and investments. KRCB invests temporary cash in money market securities in banks which,
from time to time, may exceed federally insured limits. KRCB has not experienced any losses in
these accounts and management believes it is not exposed to any significant credit risk on cash
and cash equivalents.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Income Taxes — KRCB is exempt from Federal and State Income taxes under Internal Revenue
Code Section 501(c)(3) and California Franchise Tax Board Code Section 23701d. Therefore, no
provision for income taxes has been made in the accompanying financial statements. In addition,
the Internal Revenue Service has determined KRCB is not a “private foundation” within the
meaning of Section 509(a) of the Internal Revenue Code.

Management of KRCB considers the likelihood of changes by taxing authorities in its filed tax
returns and recognizes a liability for or discloses potential significant changes if management
believes it is more likely than not for a change to occur, including changes to KRCB'’s status as a
not-for-profit entity. Management believes KRCB met the requirements to maintain its tax-exempt
status and has not income subject to unrelated business income tax; therefore, no provision for
income taxes has been provided in these financial statements. KRCB's tax returns for the past three
years are subject to examination by tax authorities, and may change upon examination.

Summarized Comparative Financial Information — The financial statements include certain prior
year summarized comparative information in total but not by net asset class. Such information
does not include sufficient detail to constitute a presentation in conformity with accounting
principles generally accepted in the United States of America. Accordingly, such information should
be read in conjunction with KRCB's financial statements for the year ended September 30, 2015,
from which the summarized information was derived.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 3 STRUCTURES AND EQUIPMENT

Structures and equipment as of September 30, 2016 are summarized as follows:

Land $ 359,542
Building and improvements 907,185
Broadcasting equipment 4,242,574
Satellite dishes and equipment 883,513
Furniture and equipment 399,014
Software 287,312

Total structures and equipment 7,079,140
Less accumulated depreciation (5,389,487)

Net book value, less licenses $ 1,689,653

Depreciation expense totaled $230,156 for the year ended September 30, 2016.

The satellite dishes and certain other equipment were acquired through grants from the National
Telecommunications and Information Administration, the Public Broadcasting Service, and in-
kind donations. Equipment with a cost of approximately $1,200,000 has been purchased during
the past thirty years with proceeds of the grants and matching funds and is subject to priority
liens for a period of ten years from the date of purchase.

NOTE 4 BROADCAST LICENSES

Broadcast licenses as of September 30, 2016 are summarized as follows:

Radio broadcast license 7,470
Total licenses 68,457

Less accumulated amortization (68,457)
Net book value $ -

Broadcast licenses are fully amortized for the year ended September 30, 2016.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE4  BROADCAST LICENSES, continued

In light of the new Fair Value Measurement hierarchy, about four years ago, KRCB obtained an
independent valuation of the television and radio broadcast licenses. Based on recent sales in
comparable markets an estimated value of $5,650,000 and $585,000 for the television and radio
licenses, respectively, was determined. The independent valuation based on quoted prices for
similar assets in active markets would place this asset as a Level 2 asset.

NOTE 5 UNEMPLOYMENT FUND

KRCB is self-insured through the 501(c) Trust for unemployment claims made to the State of

California. The fund earns interest and claims are paid directly by the fund, as administered by the

trustee.

NOTE 6 ACCRUED VACATION AND SICK BENEFITS

Accumulated unpaid employee vacation benefits are recognized as liabilities of KRCB.
Accumulated vacation at September 30, 2016 is $64,992.

Sick leave benefits are accumulated for each eligible employee. The employees do not gain a
vested right to accumulated sick leave. Accumulated employee sick leave benefits are not
recognized as liabilities of KRCB since payment of such benefits is not probable. Therefore, sick
leave benefits are recorded as expenditures in the period sick leaves are taken.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 7 LONG TERM DEBT

KRCB has an obligation to Exchange Bank bearing interest at five and three quarter percent. The
loan is payable in monthly installments of $3902, including interest, secured by land and building
and the balance was due in April 2016 in the form of a balloon payment. KRCB refinanced the loan
through Exchange Bank in February 2016 that will mature in March 2026. Monthly payments are
$3,390 which includes principal and interest of 4.25 percent.

Principal maturities for each of the next five years at September 30 are as follows:

2017 $ 14812

2018 15,454

2019 16,123

2020 16,822

2021 17,551

Thereafter 537,190
NOTE 8 TEMPORARILY RESTRICTED ASSETS

Amounts classified as temporarily restricted assets include grant monies received for future

programs.

NOTE 9 LEASE COMMITMENTS

KRCB leases land in Geyserville from a private party on which it has constructed a small building to
house a radio transmitter and associated equipment. The original lease agreement provided for
annual rent of $1,800 payable in two equal installments in December and June and expired in June
2003. During the year ended September 30, 2003, the lease was renewed for an additional ten-year
term expiring December 2014, and established rent at $2,150 per year for the initial four years,
$2,210 for years five through seven and $2,225 for years eight through ten. The lease was renewed
for an additional term of ten years expiring December 31, 2024 with an annual rent of $2,310.

KRCB also leased space on a tower in Santa Rosa for translator 90.9 for $200 per month with
annual CPI adjustments (current rent is $244 per month). The original term expired in April 2004.
KRCB has exercised the second of two five-year options with current expiration of April 2019. KRCB
continues to pay for this space on a month to month basis at the same rate.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 9 LEASE COMMITMENTS, continued

KRCB's television transmitting equipment is located on Sonoma Mountain. The site is leased from
the County of Sonoma and requires no rent. The original lease term expired in September 2004 and
was extended for additional ten years to September 2014. The lease was renewed January 2016
and the term was extended through January 2021. The value of the monthly in-kind rent is $5,500.

Annual minimum lease payment required under operating leases of land for the next five years and
thereafter as follows:

Year ending September 30:

2017 $ 68,310
2018 68,310
2019 68,310
2020 2,310
2021 9,240
Thereafter 537,190

Rental expenses, net of in-kind rent, for the period ending September 30, 2016 is $5,238.

NOTE 10 SPECTRUM AND TOWER LEASE INCOME

FCC regulations provide KRCB opportunities to lease certain of their bandwidth rights to
commercial service providers interested in deploying wireless broadband services. In December
2006, KRCB signed a 30-year lease with scheduled payments which commenced in that year.
KRCB received approximately $288,000 in lease income for the year ended September 30, 2016.

KRCB also sub-leases a portion of land for telecommunications use. The lease commenced April
2014 and terminates April 2019. The agreement provides for four additional five-year renewal
options to be held by the lessor. KRCB received approximately $8,789 in lease income for the year
ended September 30, 2016.

KRCB sub-leases part of their land to a third party under an agreement which expired in July 2016.

The lease was renewed from August 2016 until July 2021. KRCB received approximately $82,360 in
lease income during the year ended September 30, 2016.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 10 SPECTRUM AND TOWER LEASE INCOME, continued

KRCB entered into a lease for retransmission beginning November 19, 2014 terminating November
18, 2017 for $250,000 per year. The lease is renewable for an additional three years.

Annual lease payments expected for the next four years and thereafter as follows at September 30:

2017 $ 463,459

2018 421.792

2019 418,792

2020 415,792

2021 395,844

Thereafter 4,320,000
NOTE 11 COMMUNITY SERVICE GRANT

The Corporation for Public Broadcasting (CPB) is a private, non-profit and grant-making organization
responsible for funding more than 1,000 public television and radio stations. CPB distributes annual
Community Service Grants (CSG) to qualifying public broadcasting stations in order to enhance the
quality of programming and expand the scope of public broadcasting services. Each CSG may be
expended over one or two federal fiscal years as described in the Communications Act of 1934U.S.C.
396(k)(7), (1983) Supplement. In any event, each grant must be expended within two years of the
initial grant authorization.

According to the Communications Act the television's CSG and a portion of the radio’s CSG may be
used at the discretion of the recipients. KRCB uses these funds for purposes relating primarily to the
production and acquisition of programming.

These funds are reported on the accompanying financial statements as unrestricted operating
funds; however, certain guidelines must be satisfied in connection with application for and use of
the grants to maintain eligibility and compliance requirements. Their guidelines pertain to the use of
grant funds, record keeping, audits, financial reporting, and licensee status with Federal
Communication Commission. The remaining portion of the radio CSG must be used as specified in
Section 369(k)(3)(A)(iii) of the Communications Act of 1934, which provides that these funds are
solely to be used for acquiring or producing programming that is to be distributed nationally and is
designed to serve the need of a national audience. This portion of the grant is presented as an
increase in temporarily restricted net assets and will be reclassified to unrestricted net assets when
the “purpose” restriction is satisfied. If the restriction is satisfied in the reporting period in which the
grant is recognized, it is presented as an increase in the unrestricted net assets.
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RURAL CALIFORNIA BROADCASTING CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 12 DONATED SERVICES

During the year ended September 30, 2016, the value of contributed services meeting the
requirements for recognition in the financial statements amounted to $79,011. The donations are
recognized in the accompanying statements of activities.

In addition, many individuals volunteer their time and perform a variety of tasks that assist KRCB in
meeting its program objectives, but do not meet the requirements for recognition in the financial
statements. During the years ended September 30, 2016, KRCB received more than 20,000 volunteer
hours.

NOTE 13 TAX DEFERRED ANNUITY PLAN

KRCB provides a tax-deferred annuity plan qualified under Section 403(b) of the Internal Revenue
Code (IRS). Employees may make contributions to the plan up to the maximum amount allowed by
the IRS if they wish. KRCB does not make any contributions to the plan.

NOTE 14 SUBSEQUENT EVENTS

KRCB has evaluated subsequent events through February 15, 2017, the date the financial statements
were available to be issued, and determined that there were no events occurring subsequent to

September 30, 2016 that would have a material impact on the KRCB's results of operations or
financial position.
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