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CERTIFIED PUBLIC
ACCOUNTANTS AND
BUSINESS ADVISORS

INDEPENDENT AUDITORS’ REPORT

KUER-FM Radio

The University of Utah Board of Trustees
and Ruth V. Watkins, President

Salt Lake City, Utah

We have audited the accompanying financial statements of KUER-FM Radio (a public telecommunications
department of the University of Utah), which comprise the statement of net position as of June 30, 2018, and the
related statements of revenues, expenses, and changes in net position 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.

Auditors’ 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 and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from 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 auditors’ judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the 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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of KUER-FM Radio as of June 30, 2018, and the respective changes in financial position, and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Report on Summarized Comparative Information

We have previously audited KUER-FM Radio’s 2017 financial statements, and we expressed an unmodified audit
opinion on those audited financial statements in our report dated January 8, 2018. In our opinion, the summarized
comparative information presented herein as of and for the year ended June 30, 2017 is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Emphasis of Matter

The financial statements of KUER-FM Radio are intended to present the financial position, the changes in financial
position and cash flows of only KUER-FM Radio. They do not purport to, and do not, present the financial position
of the University of Utah as of June 30, 2018, the changes in its financial position, or its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America. Our
opinion is not modified with respect to this matter.

Other Matters

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 5 through 10 and schedules of the proportionate share of the net pension liability and
employer contributions on pages 32 and 33 be presented to supplement the financial statements. Such information,
although not a part of the financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the financial statements,
and other knowledge we obtained during our audit of the financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 9, 2019, on our
consideration of KUER-FM Radio’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering KUER-FM Radio’s internal control over financial reporting and compliance.

WSEF, L&

Salt Lake City, Utah
January 9, 2019



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2018

INTRODUCTION

The following discussion and analysis provides an overview of the financial position and activities of
KUER-FM Radio (the Station) as of and for the year ended June 30, 2018, with selected comparative information
as of and for the year ended June 30, 2017. This discussion has been prepared by management and should be read
in conjunction with the financial statements and the notes thereto.

The Station is a public radio station licensed to the University of Utah. Founded in 1960, the Station was
one of the original 100 National Public Radio (NPR) affiliates. The Station broadcasts national news and
information programs provided by NPR, Public Radio International and American Public Media, local news and
information programs. Through an extensive translator network, the Station reaches the vast majority of the State
of Utah’s population. Though the Station is one of five noncommercial radio signals available to Utah residents,
the Station’s audience continues to reach between 150,000 - 175,000 weekly listeners.

FINANCIAL HIGHLIGHTS

The Station’s financial position at June 30, 2018 includes total assets of $3,253,278, deferred outflows of
resources of $82,758 total liabilities of $434,385, and deferred inflows of resources of $108,915. Net position,
which represents the difference between (a) assets and deferred outflows of resources and (b) liabilities and
deferred inflows of resources decreased by $29,126 to $2,792,736 at June 30, 2018.

Changes in net position represent the total activity of the Station, which results from all revenues, expenses,
gains, and losses and are summarized for the years ended June 30, 2018 and 2017 as follows:

2018 2017
Total revenues $ 4,970,069 $ 5,002,815
Total expenses 4,999,195 4,548,234
Increase (decrease) in net position $ (29,126)  $ 454,581

Fiscal year 2018, revenues decreased by 0.65% or $32,746, while expenses increased by 9.92% or
$450,961.

USING THE FINANCIAL STATEMENTS

The Station’s financial report is prepared on the accrual basis of accounting and conforms to principles of
Accounting and Financial Reporting for Public Telecommunication Entities published by the Corporation for
Public Broadcasting (CPB), which conforms to U.S. generally accepted accounting principles and includes three
financial statements: the Statement of Net Position; the Statement of Revenues, Expenses, and Changes in Net
Position; and the Statement of Cash Flows.



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2018

STATEMENT OF NET POSITION

The Statement of Net Position presents the financial position of the Station at the end of the fiscal year and
includes all assets, deferred outflows of resources, liabilities, and deferred inflows of resources of the Station. The
difference between (a) total assets and deferred outflows of resources and (b) total liabilities and deferred inflows
of resources is net position and is one indicator of the current financial condition of the Station, while the change
in net position is an indicator of whether the overall financial condition has improved or worsened during the year.

A summarized comparison of the Station’s assets, deferred outflows and inflow of resources, liabilities,
and net position at June 30, 2018 and 2017 follows:

2018 2017
Current assets
Current assets, unrestricted $ 2,532,432 $ 2,398,542
Current assets, restricted 227,046 298,195
Noncurrent assets
Capital assets, net 493,800 549,346
Total assets 3,253,278 3,246,083
Deferred outflows related to pensions 82,758 87,447
Current liabilities (338,158) (289,949)
Noncurrent liabilities (96,227) (181,409)
Total liabilities (434,385) (471,358)
Deferred inflows related to pensions (108,915) (40,310)
Net investment in capital assets 493,800 549,346
Restricted — expendable 227,046 298,195
Unrestricted 2,071,890 1,974,321
Total net position $ 2,792,736 $ 2,821,862

A review of the Station’s Statements of Net Position as of June 30, 2018 and 2017 shows that the Station
still maintains its favorable financial foundation. This financial position results from the efficient management and

wise use of its financial resources.

Current assets consist of cash, receivables, investments, and prepaid expenses. Total current assets
increased by $62,741. The increase was due primarily to an increase of $84,047 in unrestricted receivables. Other
increases in current assets were due to $43,053 in cash with the University of Utah and $11,060 in investments.
These increases were offset by a decrease in restricted cash with the University of Utah of $71,149.



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2018

STATEMENT OF NET POSITION (CONTINUED)

Noncurrent assets consist of capital assets net of accumulated depreciation. Noncurrent assets decreased
by $55,546, which is the difference between the cost of capital assets purchased in fiscal year 2018 less the total
amount of annual depreciation.

Deferred outflows of resources related to pensions decreased by $4,689 during fiscal year 2018.

Current liabilities consist of accounts payable and accrued personnel services. Total current liabilities
increased by $48,209 during fiscal year 2018 due to an increase in accounts payable of $21,237 and an increase in
accrued personnel services of $26,972.

Noncurrent liabilities consists of net pension liability. Net pension liability decreased during fiscal year
2018 by $85,182.

NET POSITION

Net position is the residual of all other elements presented in a statement of net position. It is the difference
between (a) assets and deferred outflows of resources and (b) liabilities and deferred inflows of resources. Net
investment in capital assets represents the Station’s capital assets net of accumulated depreciation. Restricted
expendable net position is subject to externally imposed restrictions governing their use. Although unrestricted net
position is not subject to externally imposed stipulations, most of the Station’s unrestricted net position has been
designated for various programming and broadcasting needs, as well as capital projects.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

The Statement of Revenues, Expenses, and Changes in Net Position presents the Station’s results of
operations. A comparison of the Station’s revenues, expenses and changes in net position for the years ended
June 30, 2018 and 2017 follows:

2018 2017
Operating revenues $ 11,062 $ 8,631
Operating expenses 4,999,195 4,548,234
Operating loss (4,988,133) (4,539,603)
Nonoperating revenues 4,959,007 4,994,184
Increase (decrease) in net position (29,126) 454,581
Net position - beginning of year 2,821,862 2,367,281
Net position - end of year $ 2,792,736 $ 2,821,862




KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2018

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION (CONTINUED)

The Station’s main revenue sources are the University of Utah, the CPB, individuals, foundation
contributions, and corporate donations. The Station has in the past and will continue to aggressively seek funding
from all possible sources consistent with its mission.

The Station’s revenues decreased by $32,746 in fiscal year 2018. The decrease in revenues were primarily
due to a decrease in contributions of $88,390 from individual donors, a decrease in direct support from the
University of Utah of $24,394, a decrease in other income, due to special events, of $43,424, a decrease in
investment income of $4,055 primarily due to the decrease in market value of investments. These decreases were
offset with an increase in underwriting revenue of $90,947 primarily due an increase in donations from foundations
and in-kind contributions, an increase of $29,785 in indirect support from the University of Utah, an increase in
sales and service income of $2,431 and an increase in Federal Grants revenue of $4,353.

A comparative summary of the Station’s operating expenses by functional classification for the years
ended June 30, 2018 and 2017 follows:

2018 2017

Program services
Programming and production $ 2,500,648 $ 2,307,823
Broadcasting 649,279 614,847
Program information 435,797 340,739
Total program services 3,585,724 3,263,409

Support services
Management and general 375,263 351,492
Fundraising and membership development 1,038,208 933,333
Total support services 1,413,471 1,284,825
Total expenses $ 4,999,195 $ 4,548,234

The Station’s operating expenses increased by $450,961 in fiscal year 2018. Programming and production
expenses increased by $192,825 primarily due to expenses related to program purchases. Fundraising and
membership development increased by $104,875 primarily due to personnel expenses and fundraising expenses.
Program information expenses increased by $95,058 primarily due to personnel expenses and special events.
Management and general expenses increased by $23,771 primarily due to an increase in personnel expenses.
Broadcasting expenses increased by $34,432 primarily due to expenses related to the remodel of the News
department office space.



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2018

STATEMENT OF CASH FLOWS

The Statement of Cash Flows provides additional information about the Station’s financial activity by
reporting the major sources and uses of cash.

The Station’s cash decreased by $28,096 in fiscal year 2018 primarily due to an increase in cash from
noncapital financing activities, a decrease in cash from operating activities, and an increase in cash used by capital
financing activities. The Station’s significant sources of cash provided by noncapital financing activities includes
funding from the University of Utah, grants from the CPB, and private gifts.

The Station will continue to face financial challenges in the future. These financial challenges are not
unlike any other public radio station. KUER is in a better position than the majority of public stations. Over the
past decade, KUER has become less and less reliant on tax based revenue; i.e., funds obtained from either the
University of Utah or Federal dollars distributed by the Corporation for Public Broadcasting. KUER now receives
over 78% of its annual operating budget from listeners, businesses, foundations and special events. Each of these
categories continue to prosper. Over 70% of KUER donors are sustaining members of the station. This puts KUER
in the top tier of public stations deriving revenue from a reliable and growing predictable source.

CURRENT FACTORS HAVING PROBABLE FUTURE FINANCIAL SIGNIFICANCE

The Station established the new signal KUQU on November 16, 2017 in Cedar City. This is the largest
single ongoing engineering project and the highest fundraising priority for the Station, which is still working to
realize the complete value of the signal for robust service into this growing area of Southwestern Utah. Complete
and reliable broadcast throughout the region at 93.9 FM is scheduled for fall of 2019. Site work, including
reinforcement of an existing tower, purchase of an antenna and supporting infrastructure will need to be done in
the summer of 2019.

Congress eliminated the NTIA/PTFP grant program through the U.S. Department of Commerce in
2011. These grants had enabled the Station to purchase equipment for its facilities and for its statewide transmitter
and translator network. Finding funds to replace this federal funding will be a persistent challenge in the future,
especially for projects as large as the Southwest Signal Expansion.

The entire public radio system is still dependent on individual, foundation, and corporate donations as
federal and state sources of revenue have declined. Federal funding for public broadcasting stations is less
threatened than a year ago, but not fully reliable. As a result, private funding sources will remain very important.

Journalism continues to be disrupted in our society, leaving public radio with weighty challenges and new
opportunities. NPR member stations are increasingly important in communities across the country that have news
and information needs unmet by commercial services. Strong local journalism has never been more important here
in Utah. At the same time, competition for the time and attention of younger listeners has never been more intense.



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2018

CURRENT FACTORS HAVING PROBABLE FUTURE FINANCIAL SIGNIFICANCE (CONTINUED)

The Station’s financial sustainability is dependent on its ability to produce local news and information of
the highest quality and deliver it to all of Utah on existing and new platforms where listeners are and will be in the
future. It is important to plan for a future beyond the distribution of NPR and other network programing and
aggressively invest in fostering a culture of creative local work. The Station’s current financial commitment to
improving its signal reach in Southwestern Utah and in developing new local content in podcast form are examples
of how we have and must continue to meet these challenges.

Like much of the public radio system, the Station has made considerable investments in digital
technologies to transition from analog to digital-based broadcasting in the Station’s studio and at remote sites
where translators are housed. The Station is now broadcasting three digital signals along with its analog signal. It
is unknown to what degree these new digital signals will result in more listeners and, in turn, more business and
listener revenues. Fortunately, the Station has no debt related to these technical investments.

The Station will continue to be prudent in its long-term planning. While it is not possible to predict future
listener behaviors, management will be aggressive in meeting these economic uncertainties to maintain its
favorable financial position in this rapidly evolving industry.
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KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

STATEMENT OF NET POSITION
As of June 30, 2018

[For Comparison

Only]
2018 2017
ASSETS
Current assets
Cash 1,018,968 $ 975,915
Restricted cash 227,046 298,195
Receivables, net (Note 2) 1,177,004 1,092,957
Investments (Note 4) 335,648 324,588
Prepaid expenses 812 5,082
Total current assets 2,759,478 2,696,737
Noncurrent assets
Capital assets, net (Note 3) 493,800 549,346
Total noncurrent assets 493,800 549,346
Total assets 3,253,278 3,246,083
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 82,758 87,447
LIABILITIES
Current liabilities
Accounts payable 60,016 38,779
Accrued personnel services 278,142 251,170
Total current liabilities 338,158 289,949
Noncurrent liabilities
Net pension liability 96,227 181,409
Total liabilities 434,385 471,358
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 108,915 40,310
NET POSITION
Net investment in capital assets 493,800 549,346
Restricted — expendable 227,046 298,195
Unrestricted 2,071,890 1,974,321
Total net position $ 2,792,736 $ 2,821,862

See accompanying notes to financial statements.

11



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
Year ended June 30, 2018

[For Comparison

Only]
2018 2017
OPERATING REVENUES
Sales and services 11,062 8,631
Total operating revenues 11,062 8,631
OPERATING EXPENSES
Broadcasting 649,279 614,847
Programming and production 2,500,648 2,307,823
Program information 435,797 340,739
Management and general 375,263 351,492
Fundraising and membership development 1,038,208 933,333
Total operating expenses 4,999,195 4,548,234
Operating loss (4,988,133) (4,539,603)
NONOPERATING REVENUES
Direct support from the University of Utah 484,396 508,790
Indirect support from the University of Utah 307,906 278,121
Federal grants 276,130 271,777
Contributions 2,632,379 2,720,769
Underwriting 1,226,721 1,135,774
Investment income (Note 4) 17,627 21,681
Other 13,848 57,272
Total nonoperating revenues 4,959,007 4,994,184
Increase (decrease) in net position (29,126) 454,581
NET POSITION
Net position — beginning of year 2,821,862 2,367,281
Net position — end of year 2,792,736 2,821,862

See accompanying notes to financial statements.



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

STATEMENT OF CASH FLOWS
Year ended June 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from sales and services
Cash payments for salaries, wages, and benefits
Cash payments for other operating expenses

Net cash used by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash received from the University of Utah
Cash received from Corporation for Public Broadcasting
Cash received from contributions
Cash received from underwriting
Cash received from other income

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Capital expenditures

Net cash used by capital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Cash received from interest income

Net cash provided by investing activities
Net increase (decrease) in cash
Cash, beginning of year

Cash, end of year

[For Comparison

Only]
2018 2017
$ 10,462 $ 10481
(2,576,707) (2,297,585)
(1,814,139) (1,639,632)
(4,380,384) (3,926,736)
484,396 508,790
276,130 271,777
2,533,278 2,533,356
1,073,460 950,715
10,638 52,503
4,377,902 4,317,141
(38,686) —
(38,686) -
13,072 11,972
13,072 11,972
(28,096) 402,377
1,274,110 871,733
$ 1,246,014 $ 1,274,110

See accompanying notes to financial statements.
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KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

STATEMENT OF CASH FLOWS (CONTINUED)
Year ended June 30, 2018

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES
Operating loss
Adjustments to reconcile operating loss to net cash used by
operating activities:
Depreciation expense
Indirect support from University of Utah
In-kind donations
Net inflows (outflows) of resources relating to pensions
Change in assets and liabilities:
Receivables related to operating revenue
Prepaid expenses
Accounts payable and accruals

Net cash used by operating activities

NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES
Increase in fair value of investments

See accompanying notes to financial statements.
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[For Comparison

Only]

2018 2017
$ (4,988,133) $ (4,539,603)
94,232 136,105
307,906 278,121
165,620 122,977
(11,888) 5,779
(600) 1,850
4,270 (4,270)
48,209 72,305
$ (4,380,384) $ (3,926,736)
$ 4,555 $ 9,709




KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

)

Summary of Significant Accounting Policies

The accompanying financial statements have been prepared on the accrual basis of accounting and conform
to principles of Accounting and Financial Reporting for Public Telecommunications Entities, published by
the Corporation for Public Broadcasting (CPB), which conform to U.S. generally accepted accounting
principles.

(@)

(b)

(©)

Organization

KUER-FM Radio (the Station) is operated by the University of Utah (the University), Salt Lake City,
Utah. There are common management and facilities between the Station and two affiliated television
stations, KUED-TV and KUEN-TV. Certain Station personnel share their time among the Station,
KUED-TV, and KUEN-TV.

Accounting Principles

These financial statements are presented in accordance with accounting principles generally accepted
in the United States of America (GAAP). The Station follows Governmental Accounting Standards
Board (GASB) Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position, GASB Statement No. 65, Items Previously Reported as Assets
and Liabilities, GASB Statement No. 68, Accounting and Financial Reporting for Pension, and GASB
Statement No. 72, Fair Value Measurement and Application.

Basis of Accounting

All statements have been prepared using the economic resources measurement focus and the accrual
basis of accounting. Operating activities include all revenues and expenses, derived on an exchange
basis, used to support the service efforts of the Station. Additionally, donations in-kind that are deemed
to support the service efforts of the Station, as defined by its mission, goals, and objectives, are
recorded as operating expenses. Such donations in-kind are also reflected as a part of nonoperating
revenues as they are considered nonexchange transactions as defined by GASB Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions.

The accounting for revenues of the Station recorded in the accompanying Statement of Revenues,
Expenses, and Changes in Net Position is as follows:

m Sales and services — Sales and services represent funds received from locally produced
programming and facilities rentals. These amounts are recorded as services are rendered.

m  Direct support from the University of Utah — Direct support from the University represents
funds received to support various Station personnel and underwriting support. These amounts are
recorded as revenue and associated expense at the estimated fair value or actual amounts where
known at the time such costs are incurred.
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KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

NOTES TO FINANCIAL STATEMENTS

June 30, 2018

(©)

(d)

Basis of Accounting (Continued)

Indirect support from the University of Utah - Indirect support from the University represents
costs associated with certain administrative and other services provided by the University. These
amounts are recorded as revenue and associated expense at the estimated fair value or actual
amounts where known at the time such costs are incurred. The Station uses the University’s
negotiated facilities and administrative rate for other sponsored programs to determine indirect
support. The rate is assessed against eligible Station expenses in deriving the amount recognized
as indirect University support.

Federal grants - Federal grants represent funds received from federal agencies to assist in the
purchase of capital assets and to support programming and operating activities. These revenues are
recognized at the time the Station has met the eligibility requirements as defined by the grant.

Corporation for Public Broadcasting - Corporation for Public Broadcasting represents funds
received from the CPB to support the operations of the Station, including personnel, programming
and production, broadcasting, program information, educational services, training, and purchase
of capital assets. These revenues are recognized as federal grants at the time the Station has met
the eligibility requirements as defined by the grant.

Contributions - Contributions represent funds received from individuals through on-air, direct
mail, and special event fundraisers and are used to purchase national and locally produced
programming. Pledges are recognized as revenue when a pledge is made by a donor and the amount
is estimable and deemed probable of collection. Pledges for endowments are not recognized as
receivable per GASB Statement No. 33.

Underwriting - Underwriting represents funds received from local corporations and foundations
to purchase national and locally produced programming. Underwriting revenues are recognized as
revenues and expenses upon execution of an underwriting contract.

Cash and Restricted Cash

Cash is pooled for the University, as a whole. Amounts reported as cash in the Station’s financial
statements reflect the Station’s proportionate ownership in that pool. Therefore, the Station does not
have separate accounts in financial institutions. Thus, disclosures of risk related to deposits apply at
the University level. See the financial statements of the University of Utah for those disclosures.
Amounts reported as restricted cash reflect the funds received by the Station from its capital campaign
that will be used to purchase a new transmitter and land for the transmitter to extend the Station’s
signal into the St. George, Utah area.

16



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

(€)

(f)

(9)

Investments

The Station’s investments are pooled with the University as a whole in the University’s endowment
pool. Amounts reported as investments in The Station’s financial statements reflect the Station’s
proportionate ownership in that pool. Therefore, the Station does not have separate accounts in
financial institutions. Thus, disclosures of fair value and risk related to investments apply at the
University level. See the financial statements of the University of Utah for those disclosures.

Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is recognized as
an increase or decrease to investment assets and investment income. The University distributes
earnings from pooled investments based on the average daily investment of each participating account;
or for endowments, distributes according to the University’s spending policy.

A portion of the University’s endowment portfolio is invested in “alternative investments.” These
investments, unlike more traditional investments, generally do not have readily obtainable market
values and typically take the form of limited partnerships. See Note 4 for more information regarding
these investments and the University’s outstanding commitments under the terms of the partnership
agreements. The University values these investments based on the partnerships’ audited financial
statements. If June 30 statements are available, those values are used preferentially. However, some
partnerships have fiscal years ending at other than June 30. If June 30 valuations are not available, the
value is progressed from the most recently available valuation taking into account subsequent calls
and distributions.

Capital Assets

Capital assets are recorded at cost or, in the case of donated equipment, at estimated fair value at the
date of donation. Depreciation is computed using the straight-line method over the following estimated
useful lives:

Building 40 years
Transmitter 15 years
Broadcast equipment 5 to 10 years

Expenditures for repairs and maintenance are charged to expense as incurred.

Deferred Inflows/Outflows of Resources

A deferred inflow of resources is an acquisition of net assets by the Station that is applicable to a future
reporting period. A deferred outflow of resources is a consumption of net assets by the Station that is
applicable to a future reporting period. Net position is the residual of all other elements presented in a
statement of financial position. It is the difference between (a) assets and deferred outflows of
resources and (b) liabilities and deferred inflows of resources.
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Income Taxes

The University, as a political subdivision of the State of Utah, has a dual status for federal income tax
purposes. The University is both an Internal Revenue Code (IRC) Section 115 organization and an
IRC Section 501(c)(3) charitable organization. This status exempts the University from paying federal
income tax on revenue generated by activities that are directly related to the University’s mission. This
exemption does not apply to unrelated business activities. On these activities, the University is required
to report and pay federal and state income tax. The Station, as a separate department of the University,
shares in these same tax exemptions.

Use of Estimates

Management of the Station has made estimates and assumptions relating to the reporting of assets,
liabilities, revenues, and expenses to prepare these financial statements in conformity with
U.S. generally accepted accounting principles. Actual results could differ from those estimates.

Restricted Resources

When the Station has both restricted and unrestricted resources available to finance a particular
program, it is the Station’s practice to use restricted resources before unrestricted resources.

(2) Receivables

Receivables at June 30 consist of the following:

(For Comparison

Only)

2018 2017
Underwriting $ 406,216 $ 425,233
Contributions 955,910 850,607
Other 1,200 600
1,363,326 1,276,440
Less allowance for doubtful accounts (186,322) (183,483)

$ 1,177,004 $ 1,092,957
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Capital Assets

Capital assets at June 30, 2018 consist of the following:

Beginning Ending
balance Additions Retirements balance
Transmitter $ 479,526 $ 21,893 $ — $501,419
Broadcast equipment 1,115,667 16,793 77,342 1,055,118
Building 1,494,199 — — 1,494,199
Total 3,089,392 38,686 77,342 3,050,736
Less accumulated depreciation
Transmitter 307,608 24,451 — 332,059
Broadcast equipment 1,023,340 20,230 77,342 966,228
Building 1,209,098 49,551 — 1,258,649
Total accumulated
depreciation 2,540,046 94,232 77,342 2,556,936
Capital assets, net $ 549,346 $ (55,546) $ — $ 493,800

Depreciation expense was $94,232 for the year ended June 30, 2018, of which $57,069 was included in
broadcasting expense, $17,838 was included in programming and production expense, $8,919 was included
in program information expense, $1,487 was included in management and general expense, and $8,919 was
included in fundraising and membership development expense.

Investments

The State of Utah Money Management Council has the responsibility to advise the State Treasurer about
investment policies, promote measures and rules that will assist in strengthening the banking and credit
structure of the State, and review the rules adopted under the authority of the Act that relate to the deposit
and investment of public funds.

Except for endowment funds and certain other investments, the University follows the requirements of the
Act (Utah Code, Section 51, Chapter 7) in handling its depository and investment transactions. The Act
requires the depositing of University funds in a qualified depository. The Act defines a qualified depository
as any financial institution whose deposits are insured by an agency of the federal government and which
has been certified by the State Commissioner of Financial Institutions as meeting the requirements of the
Act and adhering to the rules of the Utah Money Management Council.

The Act defines the types of securities authorized as appropriate investments for the University’s non-
endowment funds and the conditions for making investment transactions. Investment transactions may be
conducted only through qualified depositories, certified dealers, or directly with issuers of the investment
securities.
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Investments (Continued)

These statutes authorize the University to invest in negotiable or nonnegotiable deposits of qualified
depositories and permitted negotiable agreements; repurchase and reverse repurchase agreements;
commercial paper that is classified as “first tier” by two nationally recognized statistical rating organizations;
bankers’ acceptances; obligations of the United States Treasury including bills, notes, and bonds;
obligations, other than mortgage derivative products, issued by U.S. government sponsored enterprises (U.S.
Agencies) such as the Federal Home Loan Bank System, Federal Home Loan Mortgage Corporation (Freddie
Mac), or Federal National Mortgage Association (Fannie Mae); bonds, notes, and other evidence of
indebtedness of political subdivisions of the State; fixed rate corporate obligations and variable rate securities
rated “A” or higher, or the equivalent of “A” or higher, by two nationally recognized statistical rating
organizations; shares or certificates in a money market mutual fund as defined in the Act; and the Utah State
Public Treasurers’ Investment Fund.

The Utah State Treasurer’s Office operates the Public Treasurers’ Investment Fund (PTIF). The PTIF is
available for investment of funds administered by any Utah public treasurer and is not registered with the
SEC as an investment company. The PTIF is authorized and regulated by the Money Management Act (Utah
Code, Title 51, Chapter 7). The Act established the Money Management Council which oversees the
activities of the State Treasurer and the PTIF and details the types of authorized investments. Deposits in the
PTIF are not insured or otherwise guaranteed by the State of Utah, and participants share proportionally in
realized gains or losses on investments.

The Station participates in the University's endowment pool. The University holds the investments within
the pool on behalf of the Station. The Station holds an interest in the University's investment pool, but not
in specific investment instruments within that pool. The Station carries its interest at fair value and had a net
unrealized, noncash gain of $4,555 for the year ended June 30, 2018.

For endowment funds, the University follows the requirements of the Uniform Prudent Management of
Institutional Funds Act, UPMIFA, Section 51-8 of the Utah Code; State Board of Regents' Rule 541,
Management and Reporting of Institutional Investments; and the University's investment policy and
endowment guidelines.

The UPMIFA, Rule 541, and the University's endowment guidelines allow the University to invest
endowment funds (including gifts, devises, or bequests of property of any kind from any source) in any of
the above investments or any of the following subject to satisfying certain criteria: mutual funds registered
with the SEC, investments sponsored by the Common fund; any investment made in accordance with the
donor's directions in a written instrument; investments in corporate stock listed on a major exchange (direct
ownership); and any alternative investment funds that derive returns primarily from high yield and distressed
debt (hedged or non-hedged), private capital (including venture capital and private equity), natural resources,
and private real estate assets or absolute return and long/short hedge funds.
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Investments (Continued)

Fair Value of Investments

The University measures and records its investments using fair value measurement guidelines established
by generally accepted accounting principles. These guidelines recognize a three-tiered fair value hierarchy,
as follows:

. Level 1. Quoted prices for identical investments in active markets;
. Level 2: Observable inputs other than quoted market prices; and,
. Level 3: Unobservable inputs.

See the University’s investment note in its financial statements for a schedule of investments at fair value
categorized by the three-tiered fair value hierarchy. A summary of the University’s investments by level is
as follows:

Fair Value Measurements Using

Fair Value Level 1 Level 2 Level 3
Total investments measured at
fair value $3,257,737,111  $ 26,193,274 $2,814,103,582 $ 3,343,462
Percentage of total fair value 0.8% 86.4% 0.1%

Debt and equity securities classified in Level 1 are valued using prices quoted in active markets for those
securities. Debt and equity securities classified in Level 2 are valued using the following approaches:

. U.S. Treasuries, U.S. Agencies, and Commercial Paper: quoted prices for identical
securities in markets that are not active;

. Corporate and Municipal Bonds and Negotiable Certificates of Deposit: quoted prices for
similar securities in active markets;

. Repurchase Agreements: valued at purchase price due to very short term to maturity;

. Money Market, Bond, and Equity Mutual Funds: published fair value per share (unit) for
each fund; and

. Utah Public Treasurers’ Investment Fund: application of the June 30, 2018 fair value
factor, as calculated by the Utah State Treasurer, to the University’s ending balance in the
Fund.
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Investments (Continued)

Equity securities, namely common and preferred stocks, classified as Level 3 are valued manually using
various sources such as issuer, investment manager or default price if a price is not provided.

Investments valued using the net asset value (NAV) per share (or its equivalent) are considered “alternative
investments” and, unlike more traditional investments, general do not have readily obtainable market values
and take the form of limited partnerships. The University values these investments based on the partnerships’
audited financial statements. If June 30 statements are available, those values are used preferentially.
However, some partnerships have fiscal years ending at other than June 30. If June 30 valuations are not
available, the value is progressed from the most recently available valuation taking into account subsequent
calls and distributions.

Investment income in the Statement of Revenues, Expenses, and Changes in Net Position at June 30, 2018
consists of the following:

(For Comparison

Only)

2018 2017
Unrealized gain on investments $ 4,555 $ 9,709
Interest income on endowment pool distributions 13,072 11,972
Investment income $17,627 $ 21,681

Funds available for investment are pooled to maximize return and minimize administrative cost, except for
funds that are authorized by the University administration to be separately invested or which are separately
invested to meet legal or donor requirements. Investments received as gifts are recorded at fair value on the
date of receipt. Other investments are also recorded at fair value.

University personnel manage certain portfolios, while other portfolios are managed by banks, investment
advisors or through trust agreements.

According to the Uniform Prudent Management of Institutional Funds Act (UPMIFA), Section 51-8 of the
Utah Code, the institution may appropriate for expenditure or accumulate so much of an endowment fund as
the University determines to be prudent for uses, benefits, purposes, and duration for which the endowment
was established. The endowment income spending practice at June 30, 2018, was 4% of the twelve-quarter
moving average of the market value of the endowment pool. The spending practice is reviewed periodically,
and any necessary changes are made. In general, nearly all of the University’s endowment is subject to
spending restrictions imposed by donors.

22



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

(4)

Investments (Continued)

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The University’s policy for managing its exposure to fair value loss arising from
increasing interest rates is to comply with the Act or the UPMIFA and Rule 541, as applicable. For
endowment funds Rule 541 requires that investments be made as a prudent investor would, by considering
the purposes, terms, distribution requirements, and other circumstances of the endowments and by exercising
reasonable care, skill, and caution.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The University’s policy for reducing its exposure to credit risk is to comply with the Act, the
UPMIFA, and Rule 541, as previously discussed.

Custodial Credit Risk: Custodial credit risk for investments is the risk that, in the event of a failure of the
counterparty, the University will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. The University’s policy for reducing its exposure to custodial
credit risk is to comply with applicable provisions of the Act. As required by the Act, all applicable securities
purchased were delivered versus payment and held in safekeeping by a bank. Also, as required, the
ownership of book-entry-only securities, such as U.S. Treasury or Agency securities, by the University’s
custodial bank was reflected in the book-entry records of the issuer and the University’s ownership was
represented by a receipt, confirmation, or statement issued by the custodial bank.

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the magnitude of
a government’s investment in a single issuer. The University’s policy for reducing this risk of loss is to
comply with the Rules of the Council or the UPMIFA and Rule 541, as applicable. For endowments, the
University, under Rule 541, is permitted to establish its own investment policy which adheres to the
guidelines established by UPMIFA. Accordingly, the University’s Pool Asset Allocation Guidelines allocate
endowment funds in the following asset classes:

Asset Category Target Range
Global Equity 40 % 30-50 %
Public Equities 25 15-50
Hedged Equity* 5 0-10
Private Equity* 10 0-15
Global Fixed Income/Credit 20 10-40
Interest Rate Sensitive 11 5-40
Credit Sensitive* 9 0-20
Real Assets 20 10-30
Real Estate* 7 0-15
Natural Resources* 8 0-10
Infrastructure* 5 0-10
Diversifying Strategies* 20 0-30

* May include semi-liquid hedge funds or illiquid private capital funds

23



KUER-FM RADIO

(A Public Telecommunications Department of the University of Utah)

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

(4)

()

Investments (Continued)

The University diversifies assets among several investment managers of varying investment strategies.
Diversification is an effective means of maximizing return while mitigating risk. At June 30, 2018, the
University held more than 5% of its total investments in the Federal Home Loan Bank, the Federal Farm
Credit Bank, the Federal Agriculture Mortgage Corporation, and the Federal Home Loan Mortgage
Corporation. These investments represent 21.3%, 7.5%, 5.7%, and 5.3%, respectively, of the University’s
total investments.

Pension Plans and Retirement Benefits

As required by State law, eligible nonexempt employees (as defined by the U.S. Fair Labor Standards Act)
of the University are covered by defined benefit plans sponsored by the Utah Retirement Systems
(Systems) and eligible exempt employees (as defined by the U.S. Fair Labor Standards Act) are covered
by defined contribution plans, such as the Teachers Insurance and Annuity Association (TIAA), the UUHC
401(a) Plan, the UUHC Hospital Plan Plus (HPP) Benefit Program, or Fidelity Investments (Fidelity).
Eligible employees of ARUP are covered by a separate defined contribution pension plan and a profit-
sharing plan.

Defined Benefit Plans

Eligible plan participants are provided with pensions through the Utah Retirement Systems. Utah
Retirement Systems are comprised of the following Pension Trust Funds:

« Public Employees Noncontributory Retirement System (Noncontributory System) and the Public
Employees Contributory Retirement System (Contributory System) both of which are cost-sharing,
multiple-employer public employee retirement systems.

 Tier 2 Public Employees Contributory Retirement System (Tier 2 Public Employees System),
which is a multiple employer, cost sharing, public employee retirement system.

The Tier 2 Public Employee System was created July 1, 2011. All eligible employees who have no
previous service credit with any of the Utah Retirement Systems prior to that date, are members of the Tier
2 Retirement System.

The Systems are established and governed by the respective sections of Title 49 of the Utah Code
Annotated, 1953, as amended. The Systems’ defined benefit plans are amended statutorily by the State
Legislature. The Utah State Retirement Office Act provides for the administration of the Systems under
the direction of the Utah State Retirement Board (Board) whose members are appointed by the Governor.
The Systems are fiduciary funds defined as pension (and other employee benefit) trust funds and are a
component unit of the State of Utah. Title 49 of the Utah Code grants the authority to establish and amend
the benefit terms.

URS issues a publicly available financial report that can be obtained by writing to the Utah Retirement
Systems at 560 East 200 South, Salt Lake City, UT 84102 or visiting the website www.urs.org.
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Pension Plans and Retirement Benefits (Continued)
The Systems provide retirement, disability, and death benefits. Retirement benefits are as follows:

Summary of Benefits by System:

Final Average Years of Service required Benefit percent per year of
System g and/or age eligible for eitp pery COLA**
Salary benefit service
30 years any age
. 25 years any age*
lglosrj[gfnntrlbutory Highest 3 years |20 years age 60* 2.0% per year all years Up to 4%
y 10 years age 62*
4 years age 65
30 years any age
. 25 years any age* 1.25% per year to June
gosrlterrl]:)utory Highest 5 years |20 years age 60* 1975; 2.00% per year July |Up to 4%
y 10 years age 62* 1975 to present
4 years age 65
Tier 2 Public 35 years any agi
Employees Highest 5 years 20 years age 60 1.5% per year all years Up to
* ' 0,
System 10 years age 62 2.5%
4 years age 65

* With actuarial reductions

** All post-retirement cost of living adjustments are non-compounding and are based on the original
benefit. The cost-of-living adjustments are also limited to the actual Consumer Price Index (CPI)
increase for the year, although unused CPI increases not met may be carried forward to subsequent
years.

As a condition of participation in the Systems, employers and/or employees are required to contribute
certain percentages of salary and wages as authorized by statute and specified by the Utah State Retirement
Board. Contributions are actuarially determined as an amount that, when combined with employee
contributions (where applicable) is expected to finance the costs of benefits earned by employees during
the year, with an additional amount to finance any unfunded actuarial accrued liability. Contribution rates
are as follows:
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Paid by Employer
Employer Contribution
for Employee Rates
Contributory System
State and School Division Tier 1 6% 17.70%
State and School Division Tier 2* N/A 18.44%
Noncontributory System
State and School Division Tier 1 N/A 22.19%

Tier 2 rates include a statutory required contribution to finance the unfunded actuarial liability of the Tier 1 plans.

At June 30, 2018, the Station’s net pension asset and liability were as follows:

Proportionate Share Proportionate Share Change Net Pension Net Pension
December 31, 2017*  December 31, 2016 (Decrease) Asset Liability
Noncontributory System 0.0094927% 0.0114244% -0.001932% $ 88,529
Contributory System 0.0432317% 0.0497665% -0.0065348% 7,698
Tier 2 Public Employees System 0.0068374% 0.0111367% -0.0042993% $
Total Net Pension Asset/Liability $ $ 96,227

** Represents KUER's proportionate share of the University of Utah's assets and liabilities.
Refer to the University's fiscal year 2018 audited financial statements for the University's

share of assets and liabilities in the Systems.

The net pension asset and liability were measured as of December 31, 2017, and the total pension liability
used to calculate the net pension asset and liability was determined by an actuarial valuation as of January
1, 2017 and rolled-forward using generally accepted actuarial procedures. The proportion of the net pension
asset and liability is equal to the ratio of the employer’s actual contributions to the Systems during the plan
year over the total of all employer contributions to the System during the plan year.
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Pension Plans and Retirement Benefits (Continued)

For the year ended June 30, 2018 pension expense of $11,887 was recorded. At June 30, 2018, the Station
reported deferred outflows of resources and deferred inflows of resources related to pensions from the

following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 68 $9,692
Changes in assumptions 34,825 1,258
Net difference between projected and actual 27,066 80,675
earnings on pension plan investments
Changes in proportion and differences between 990 17,290
contributions and proportionate share of contributions
Contributions subsequent to the measurement date 19,809 -
Total $ 82,758 $ 108,915

Contributions made between January 1, 2018 and June 30, 2018 of $19,809 are reported as deferred outflows
of resources related to pensions. These contributions will be recognized as a reduction of the net pension
liability in the upcoming fiscal year. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized as pension expense as follows:

Year Ended
December 31,

2018
2019
2020
2021
2022
Thereafter

Net Deferred Outflows
(Inflows) of Resources

$ (5,266)
4,266

(41,584)
(44,743)

(233)

$ 1,044
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Pension Plans and Retirement Benefits (Continued)

The total pension liability in the December 31, 2017 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.50 percent
Salary increases 3.25 - 9.75 percent, average, including inflation
Investment rate of return 6.95 percent, net of pension plan investment

expense, including inflation

Mortality rates were developed from actual experience and mortality tables, based on gender, occupation,
and age, as appropriate, with adjustments for future improvement in mortality based on Scale AA, a model
developed by the Society of Actuaries.

The actuarial assumptions used in the January 1, 2017 valuation were based on the results of an actuarial
experience study for the five-year period ending December 31, 2016.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class and is applied consistently
to each defined benefit pension plan. These ranges are combined to produce the long-term expected rate of
return by weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation.

The target allocation and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table:

Expected Return Arithmetic Basis

Real Return Long-term

Target Asset Arithmetic Expected Portfolio

Asset Class Allocation Basis Real Rate of Return
Equity securities 40% 6.15% 2.46%
Debt securities 20% 0.40% 0.08%
Real assets 15% 5.75% 0.86%
Private equity 9% 9.95% 0.89%
Absolute return 16% 2.85% 0.46%
Cash and equivalents 0% 0.00% 0.00%
Totals 100% 4.75%
Inflation 2.50%
Expected arithmetic nominal return 7.25%

The 6.95% assumed investment rate of return is comprised of an inflation rate of 2.50%, a real return of
4.45% that is net of investment expense.
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Pension Plans and Retirement Benefits (Continued)

The discount rate used to measure the total pension liability was 6.95%. The projection of cash flows used
to determine the discount rate assumes that employee contributions will be made at the current contribution
rate and that contributions from all participating employers will be made at contractually required rates that
are actuarially determined and certified by the URS Board. Based on those assumptions, the pension plan’s
fiduciary net position was projected to be available to make all projected future benefit payments of current
active and inactive employees. Therefore, the long-term expected rate of return on pension plan investments
was applied to all periods of projected benefit payments to determine the total pension liability. The discount
rate was reduced to 6.95 percent from 7.2 percent from the prior measurement period.

The following presents the Station’s proportionate share of the net pension liability calculated using the
discount rate of 6.95%, as well as, what the proportionate share would be if calculated using a discount rate
that is one percentage point lower or one percentage point higher than the current rate:

1% Decrease Discount Rate 1% Increase
(5.95%) (6.95%) (7.95%)

Proportionate share of

Net pension (asset)/liability
Noncontributory System $ 506,839 $ 88,529 $2,529
Contributory System 37,491 7,698 (26,651)
Tier 2 Public Employees System 7,098 - (4,406)

Net pension liability $ 551,428 $ 96,227 $ (28,528)

Detailed information about the pension plan’s fiduciary net position is available in the separately issued URS
financial report.

Defined Contribution Plans

TIAA-CREF and Fidelity provide individual retirement fund contracts with each participating employee.
Employees may allocate contributions by the Station to any or all of the providers and the contributions to
the employee’s contract(s) become vested at the time the contribution is made. Employees are eligible to
participate from the date of employment and are not required to contribute to the fund. Benefits provided to
retired employees are based on the value of the individual contracts and the estimated life expectancy of the
employee at retirement. For the year ended June 30, 2018, the Station’s contribution to these defined
contribution pension plans was 14.20% of the employees’ annual salaries. The Station has no further liability
once contributions are made.

For the years ended June 30, 2018, 2017, and 2016, the Station’s contributions to the Systems, TIAA-CREF
and Fidelity were equal to the required amounts as follows: $264,871, $243,771 and $214,250, respectively.
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Risk Management

The Station participates in the University’s insurance coverage program for commercial general liability,
automobile, errors and omissions, and property (building and equipment) through policies administered by
the Utah State Risk Management Fund. Employees of the Station and authorized volunteers are covered by
workers’ compensation and employees’ liability through the Workers® Compensation Fund of Utah.

In addition, the Station participates in the University-maintained self-insurance funds for health care, dental,
and auto/physical damage, which are held in a trust with an independent financial institution in compliance
with Medicare reimbursement regulations. The Station’s participation in these programs is funded through
indirect support provided by the University.

Commitments

The Station’s rent for the year ended June 30, 2018 totaled $40,576 for land where the Station’s digital
transmitter is located. This lease expires in August 2022 with an estimated rental amount of $52,582 for
fiscal year 2019.

The Station contracts for other transmitter sites. Rental fees for these leases totaled $51,822 for fiscal year
2018.

At June 30, 2018, future commitments under these leases consist of the following:

2019 $ 59,560
2020 60,046
2021 60,936
2022 61,853
2023 62,796
Total $ 305,191

Subsequent Events

Management of the Station has evaluated subsequent events through January 9, 2019, which is also the date
of the financial statements were available to be issued. No subsequent events were noted during this
evaluation that require recognition or disclosure in these financial statements.
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KUER Proportionate Share of the Net Pension Liability
Noncontributory, Contibutory, & Tier 2 Public Employees Systems
of the Utah Retirement System

For the years ended December 31

Noncontributory System 2017 2016 2015 2014
Proportion of net pension liability (asset) ** 0.0094927% 0.0114244% 0.0094229% 0.0073516%
Proportionate share of net pension liability (asset) $ 88,529 $ 168,202 $ 180,250 $ 137,437
Covered employee payroll 94,240 132,058 141,595 138,826
Proportionate share of the net pension liability (asset) as a percentage of its

covered employee payroll 93.94% 127.37% 127.30% 99.00%
Plan fiduciary net position as a percentage of total pension liability 89.2% 84.9% 84.5% 87.2%
Contributory System 2017 2016 2015 2014
Proportion of net pension liability (asset) ** 0.0432317% 0.0497665% 0.0370884% 0.0269819%
Proportionate share of net pension liability (asset) $ 7,698 $ 13,207 $ 14,153 $ 2,201
Covered employee payroll 26,619 6,461 7,154 7,241
Proportionate share of the net pension liability (asset) as a percentage of its

covered employee payroll 28.92% 204.41% 197.82% 30.40%
Plan fiduciary net position as a percentage of total pension liability 99.2% 93.4% 92.4% 98.7%
Tier 2 Public Employees System 2017 2016 2015 2014
Proportion of net pension liability (asset) ** 0.0068374% 0.0111367% 0.0123632% 0.0097655%
Proportionate share of net pension liability (asset) $ - $ - $ - $ (304)
Covered employee payroll - - - 50,600
Proportionate share of the net pension liability (asset) as a percentage of its

covered employee payroll 0.9% 1.36% -0.03% -0.60%
Plan fiduciary net position as a percentage of total pension liability 97.4% 95.1% 100.2% 103.5%

** Represents KUER's proportionate share of the University of Utah's assets and liabilities. Refer to the

University's fiscal year 2018 audited financial statements for the University's share of assets and

liabilities in the Systems.

Note: The University of Utah implemented GASB Statement No. 68 in fiscal year 2015. Information on

the University of Utah's portion of the plan's net pension liabilities (assets) is not available for periods prior to

fiscal year 2015.
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KUER Schedule of Contributions
For the year ended June 30

Noncontributory System 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution $ 53,560 $ 62,742 50,494 $ 58,538 $ 53,298 $ 50,578 $ 37571 $ 36,216 $ 33,015 $ 33,766

Contributions in Relation to the

Contractually Required Contribution (53,560) (62,742) (50,494) (58,538) (53,298) (50,578) (37,571) (36,216) (33,015) (33,766)

Contribution Deficiency (Excess) $ _ _ . $ - $ - $ - $ N $ - $ - $ -

Covered Employee Payroll $ 244,062 285,811 229074 $ 182,740 $ 182,885 $ 216907 $ 223262 $ 221,920 $ 232,161 $ 237,455

Contributions as a Percentage of Covered

Employee Payroll 21.9% 22.0% 22.0% 32.0% 29.1% 23.3% 16.8% 16.3% 14.2% 14.2%

Contributory System 2018 2017 2016 2015 2014 2013 2012 2011" 2010° 2009°

Contractually Required Contribution $ 1,616 2,163 1970 $ 1,378 $ 1,148 $ 989 $ 581 $ 389 $ 2,011 $ 2,198

Contributions in Relation to the

Contractually Required Contribution (1,616) (2,163) (1,970) (1,378) (1,148) (989) (581) (389) (2,011) (2,198)

Contribution Deficiency (Excess) $ R R R $ - $ - $ - $ - $ - $ - $ -

Covered Employee Payroll $ 9,129 12,220 11138 $ 12998 $ 9,907 $ 8,197 $ 4566 $ 2,183 $ 12,786 $ 13,972

Contributions as a Percentage of Covered

Employee Payroll 17.7% 17.7% 17.7% 10.6% 11.6% 12.1% 12.7% 17.8% 15.7% 15.7%
) ) 2018 2017 2016 2015 2014 2013 2012 2011" 2010° 2009°

Contributory System: Tier 2

Contractually Required Contribution $ 11,662 14,822 14,661 $ 5900 $ 4916 $ 4238 $ 2,487 $ 1,667 N/A N/A

Contributions in Relation to the

Contractually Required Contribution (11,662) (14,822) (14,661) (5,900) (4,916) (4,238) (2,487) (1,667)

Contribution Deficiency (Excess) $ _ _ _ $ ~ $ _ $ _ $ _ $ _

Covered Employee Payroll $ 63,302 81,351 80,398 $ 55,674 $ 42,432 $ 35,109 $ 19,555 $ 9,350

Contributions as a Percentage of Covered-

Emplovee Payroll 18.4% 18.2% 18.2% 10.6% 11.6% 12.1% 12.7% 17.8%

! Contractually Required Contributions, Contributions, and Covered Payroll include information for Tier 2 Employees. Prior to the implementation of GASB Statement No. 68

Tier 2 information was not separately available.

2 The Tier 2 Public Employees System was created in 2011.

® For employees participating in the Public Employees Tier 2 Systems, the Station is required to contribute 18.44% of the employees' salaries to the Systems.
The Station makes the required contributions by paying approximately 10% in to the Tier 2 Systems while the remainder is contributed to the Tier 1

Noncontributory System, as required by law.

The amounts reported here reflect the contributions to the Tier 2 systems rather than the total required.

Changes in Assumptions:

As a result of an experience study conducted as of December 31, 2016, the Board adopted recommended changes to several economic and demographic assumptions that are used in the actuarial valuation. The
assumption that had the largest impact on the Total Pension Liability (and actuarial accrued liability) included a decrease in the investment return assumption from 7.2% to 6.95%, a reduction in the price inflation
assumption from 2.60% to 2.5% (which also resulted in a corresponding decrease in the cost-of-living-adjustment assumption for the funds with a 4.00% annual COLA max), and the adoption of an updated
retiree mortality table that is developed using URS’s actual retiree mortality experience. There were changes to several other demographic assumptions, but those changes had minimal impact on the Total

Pension Liability (and actuarial accrued liability).
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CERTIFIED PUBLIC
ACCOUNTANTS AND
BUSINESS ADVISORS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

KUER-FM Radio

The University of Utah Board of Trustees
and Ruth V. Watkins, President

Salt Lake City, Utah

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of KUER-FM Radio, which
comprise the statement of net position as of June 30, 2018, and the related statements of revenues, expenses,
and changes in net position and cash flows for the year then ended, and the related notes to the financial
statements, which collectively comprise KUER-FM Radio’s basic financial statements, and have issued our
report thereon dated January 9, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered KUER-FM’s internal control
over financial reporting to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of KUER-FM’s internal control. Accordingly, we do not express an opinion on
the effectiveness of KUER-FM’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or, significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

SALT LAKE CITY, UT | 155 NORTH 400 WEST STE 400, SLC, UT 84103 | PHN 801.328.2011 FAX 801.328.2015
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether KUER-FM’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the entity’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

WSEF, L&

Salt Lake City, Utah
January 9, 2019




