WESTERN NORTH CAROLINA
PUBLIC RADIO, INC.

Asheville, North Carolina

Financial Statements and
Supplementary Information

Year Ended September 30, 2014

® CARTER"



WESTERN NORTH CAROLINA PUBLIC RADIO, INC,

M. Chuck Cloninger
Terry Van Duyn
Michael Ziegler
Ken Brame

Sheryl Aikman

Ben Anderson

Ken Brame

Heidi Campbell-Robinson
M. Chuck Cloninger

Bill Forsyth

Liz Franks

J. Marlene Hyatt

Lewis Isaac

OFFICERS

BOARD OF DIRECTORS

PRESIDENT/CEO
Jody Evans

Chairman
Vice-Chairman
Secretary

Treasurer

Amy Kelso

Dee Mason

Clifton Metcalf
Linda Lewis Nelms

Nancy Nehls Nelson

Robin Payne

H. Bryan Smith

Terry Van Duyn
Michael Ziegler



WESTERN NORTH CAROLINA PUBLIC RADIO, INC.

TABLE OF CONTENTS
PAGE

INDEPENDENT AUDITORS’ REPORT 1-2
FINANCIAL STATEMENTS

Statement of Financial Position 3

Statement of Activities 4

Statement of Cash Flows 5

Notes to Financial Statements 6-17

SUPPLEMENTARY INFORMATION

Schedule of Functional Expenses 18



1043 East Morehead 51, Suite 303 | Charlotte, NC 28204 | 704.676.6335
torfer-Cpa.cor:

’ C A R T E R ™ 48 Potion Ave, Suite 400 | Asheville, NC 28801 | 828.259.9900

e G 0 CONELINND

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Western North Carolina Public Radio, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Western North Carolina Public
Radio, Inc. (a nonprofit organization), which comprise the statement of financial position of as of
September 30, 2014, and the related statements of activities 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. 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 auditor’s
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 auditor considers
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.



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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Western North Carolina Public Radio, Inc. as of September 30, 2014,
and the changes in its net assets 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 Western North Carclina Public Radio, Inc.’s 2013 financial
statements, and we expressed an unmodified audit opinion on those audited financial statements
in our report dated February 21, 2014. In our opinion, the summarized comparative information
presented herein as of and for the year ended September 30, 2013, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of functional expenses is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

Cene L

Asheville, North Carolina
February 25, 2015



WESTERN NORTH CAROLINA PUBLIC RADIO, INC.

Statement of Financial Position
September 30, 2014
(With Comparative Totals for 2013)

Assets
Current assets:
Cash and equivalents
Underwriting grants receivable, net
Promises to give, net
Other receivables
Prepaid expenses
Real estate held for sale
Total current assets

Property and equipment
Intangible assets
Beneficial interest in an endowment

Total assets

Liabilities and net assets
Current liabilities:
Current maturities of long-term debt
Accounts payable and accrued expenses
Accrued compensated absences
Total current liabilities

Long-term debt, less current maturities
Total liabilities

Net assets:
Unrestricted:
Undesignated
Board designated reserves
Board designated project funds
Board designated endowment funds
Investment in real estate held for sale
Investment in property and equipment
Total unrestricted net assets
Temporarily restricted
Total net assets

Total liabilities and net assets

2014 2013

$ 139,908 $ 173,527
205,501 178,473
101,505 75,463
2,008 8,448
24,620 25,496
197,994 197.994
671,536 659,401
1,817,025 2,457,725
129,122 129,122
283.479 272,295

$ 2901162 $ 3,518,543
$ 64441 $ 52,990
113,907 117,580
44,190 48,852
222,538 219,422
822.339 864,553
1.044.877 1.083.975
1,484 (8,377)
79,365 79,365
14,588 50,000
283,479 272,295
197,994 197,994
972.369 1.589.355
1,549,279 2,180,632
307.006 253,936
1,856,285 2.434.568
§ 2901162 3§ 3518543

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



WESTERN NORTH CAROLINA PUBLIC RADIO, INC.

Statement of Activities
Year Ended September 30, 2014
(With Comparative Totals for 2013)
Temporarily Total Total
Unrestricted _Restricted 2014 2013
Revenues and other support
Listener support $ 988,678 § 101,505 $ 1,090,183 § 1,111,830
Business/corporate support 291,177 205,501 496,678 485,067
CPB grants 149,085 149,085 194,772
Other operating grants 39,860 39,860 20,070
Rent : 36,801 36,801 44,241
In-kind contributions 80,896 80,896 80,146
Other income 5,600 5,600 2,380
Net assets released from restrictions 253.936 (253.936)
Total revenues and other support 1,846,033 53.070 __1.899.103 _ 1.938.506
Expenses
Program services:
Programming and production 868,677 868,677 820,828
Engineering and broadcasting 204,080 204,080 209,526
Digital media 13271 13,271 10.919
Total program services 1,086,028 1,086,028 _ 1.041.273
Supporting services:
General and administration 290,095 290,095 295,315
Promotion and development 506,257 506,257 506,106
Total supporting services 796,352 766,352 801421
Provision for bad debts 51.058 51.058 69.131
Total expenses 1,933,438 1.933.438 1.911.825
Increase {decrease) in net assets before (87,405) 53.070 (34.335) 26,681
other gains
Other gains (losses)
Investment income 3,242 3,242 5,491
Gain on sale of assets 132,897
Impairment loss on assets (567,391) (567,391)
Net gains on beneficial interest
in an endowment 20,201 20,201 28,273
Total other gains (losses) (543,948) (543.948) 166,661
Increase (decrease) in net assets (631,353) 53,070 (578,283) 193,342
Net assets at beginning of year 2,180.632 253,936 _ 2.434.568 _ 2,241,226

Net assets at end of year

$1,549.279 § 307,006 § 1856285 § 2.434.568

The accompanying notes are an integral part of the financial statements.
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WESTERN NORTH CAROLINA PUBLIC RADIO, INC.

Statement of Cash Flows
Year Ended September 30, 2014
(With Comparative Totals for 2013)

Cash flows from operating activities
Increase (decrease) in net assets
Adjustments to reconcile changes in net assets to net
cash provided by operating activities:
Depreciation
Net gains on beneficial interest in an endowment
Gain on the sale of assets
Impairment loss on assets
Receipt of donated stock
Underwriting credits toward note payable
Provision for bad debts
Changes in working capital - sources (uses):
Underwriting grants receivable
Promises to give
Other receivables
Prepaid expenses
Accounts payable and accrued expenses
Accrued compensated absences
Net cash provided by operating activities

Cash flows from investing activities
Proceeds from sale of donated stock
Proceeds from beneficial interest in an endowment
Purchase of property and equipment
Change in beneficial interest in an endowment
Net cash used by investing activities

Cash flows from financing activities
Repayment of amounts borrowed

Net increase (decrease) in cash and equivalents
Cash and equivalents at beginning of year
Cash and equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

Schedule of non-cash investing and financing activities:
Proceeds from real estate sale applied to note payable

Acquisition of long-term assets by issuing notes payable

Total Total
2014 2013
$ (578,283) § 193,342
119,890 130,402
(20,201) (28,273)
(132,897)
567,391

(2,240) (915)
(7,049) (6,651)

51,058 69,131
(73,431) (58,545)
(30,697) (42,249)
6,440 4,847

876 {7,499)

(3,673) (2,622)

{4.662) 6.863

25419 124.934

2,240 915

9,750 9,600

(25,875) (15,450)

(733) (3,060}

{14.618) (7.995)
(44.420) (39,109)
(33,619) 77,830
173.527 95,697

$ 41250 $ 46787
8§ 3 186585
$ 20706 §

The accompanying notes are an integral part of the financial statements.
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WESTERN NORTH CAROLINA PUBLIC RADIO, INC.

Notes to Financial Statements
September 30, 2014

Note 1 - Summary of Significant Accounting Policies
Organization

Western North Carolina Public Radio, Inc. (Organization) is a nonprofit corporation dedicated
to operating a community-based, fine arts public radio station with a commitment to the

cultural well-being of Western North Carolina.
Tax-Exempt Status

The Organization is incorporated as a nonprofit corporation under the laws of the State of
North Carolina. It has qualified for exemption from federal income taxes under Section
501(c)(3) of the Internal Revenue Code, except on net income derived from unrelated business
activities, and is not a private foundation.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables, and other liabilities.

Financial Statement Presentation

The Organization reports in compliance with FASB ASC 958-205 Not-for-Profit-Entities:
Presentation of Financial Statements. Information regarding its financial position and activities
are grouped accordingly to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. The three classes of net assets are

defined as follows:

e Unrestricted Net Assets: Unrestricted net assets represent resources whose use is not
limited or restricted by donors. They generally arise as a result of exchange transactions,
unrestricted contributions, or restricted contributions whose restrictions have expired.

e  Temporarily Restricted Net Assets: Temporarily restricted net assets represent resources
whose use is limited by donors for the purpose and/or time in which they may be
expended. Eventually, temporarily restricted net assets are reclassified to unrestricted as

their time and purpose requirements are met.

e  Permanently Restricted Net Assets: Permanently restricted net assets represent resources
that must be maintained permanently. Like temporarily restricted net assets, permanent
restrictions may be imposed only by the donor. However, permanently restricted net
assets generally do not get reclassified, since, by definition, their restrictions never
expire. The income may be unrestricted or may also be restricted according to donors’

wishes.



Note 1 - Summary of Significant Accounting Policies (continued)
Recognition of Donor Restrictions

Contributions that are restricted by the donor are reported as increases in unrestricted net
assets, if the restrictions expire (that is, when a stipulated time restriction ends or purpose
restriction is accomplished) in the reporting period in which the revenue is recognized. All
other donor-restricted contributions are reported as increases in temporarily or permanently
restricted net assets, depending on the nature of the restrictions. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.

Donated Goods and Services

Donated goods and materials are reflected as in-kind contributions in the accompanying
financial statements at their estimated fair market value at date of receipt. The Organization
regularly trades underwriting spots for goods and services. This underwriting is included in the
Organization’s in-kind contributions and is also added to the expenses to which it relates.

Donated services are recognized as contributions if the services (a) create or enhance
nonfinancial assets or (b) require specialized skills, are performed by people with those skills,
and would otherwise be purchased by the Organization. No amounts have been recorded in
these financial statements for contributed services since the criteria for recognition were not
met.

Cash and Equivalents

The Organization considers all highly liquid investments with an initial maturity of three
months or less to be cash equivalents.

Promises to Give

Conditional promises to give are not recognized in the financial statements until the conditions
on which they depend are substantially met. Unconditional promises to give are recorded at net
realizable value, and are all due within one year. An allowance for doubtful accounts has been
established for amounts deemed uncollectible, Management determines the valuation of the
allowance for doubtful accounts based on their assessment of individual accounts.

Property and Equipment

The Organization capitalizes expenditures for property and equipment in excess of $1,000 and
an estimated useful life extending beyond one year. Property and equipment are carried at cost.
Expenses for repairs, maintenance, renewals, and betterments that materially prolong the useful
life of assets are capitatized. Depreciation is computed using the straight-line method over a
period of three to forty years.



Note 1 - Summary of Significant Accounting Policies (continued

Property and Equipment {(continued)

Donations of property and equipment are recorded as contributions at their estimated fair value
at the date of donation. Such donations are reported as increases in unrestricted net assets
unless the donor has restricted the donated asset to a specific purpose. Assets donated with
explicit restrictions regarding their use and contributions of cash that must be used to acquire
property and equipment are reported as restricted contributions. Absent donor stipulations
regarding how long those donated assets must be maintained, the Organization reports
expirations of donor restrictions when the donated or acquired assets are placed in service as
instructed by the donor. The Organization reclassifies temporarily restricted net assets to
unrestricted net assets at that time.

Fair Value Measurements

The Organization’s investments are reported at fair value in the accompanying statement of
financial position. The method used to measure fair value may produce an amount that may not
be indicative of net realizable value or reflective of future fair values. Furthermore, although
the Organization believes its valuation methods are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to measure the fair
value of certain financial instruments could result in a different fair value measurement at the

report date.

FASB ASC 820 provides the framework for measuring fair value. That framework provides a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (level 1 measurements) and the lowest priority to unobservable
inputs (level 3 measurements). The three levels of the fair value hierarchy under FASB ASC

820 are described as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the Organization has the ability to access.

Level 2 - Inputs to the valuation methodology include:

e  quoted prices for similar assets or liabilities in active markets;

e  quoted prices for identical or similar assets or liabilities in inactive markets;

e inputs other than quoted prices that are observable for the asset or liability; and

s  inputs that are derived principally from or corroborated by observable market data by
correlation or other means.



Note 1 - Summary of Significant Accounting Policies (continued)
Fair Value Measurements (continued)

If an asset or liability has a specified (contractual) term, the level 2 input must be observable
for substantially the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques maximize the use of relevant observable inputs and minimize the use of
unobservable inputs.

Estimates
Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure

of contingent assets and liabilities, and the reported revenues and expenses. Actual results
could differ from those estimates.

Fair Value of Financial Instruments
The fair value of substantially all reported assets and liabilities which represent financial

instruments, none of which are held for trading purposes, approximate the carrying values of
such amounts.

Advertising

Advertising costs are expensed as incurred. For the years ended September 30, 2014 and 2013,
costs charged to expense were $50,589 and $44,128, respectively.

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 generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Organization’s financial statements for the
year ended September 30, 2013, from which the summarized information was derived.

Reclassification

Certain accounts in the prior year financial statements have been reclassified for comparative
purposes to conform to the presentation in the current year financial statements.



Note 1 - Summary of Significant Accounting Policies (continued)
Allocated Expenses

The Organization allocates its expenses on a functional basis among its various programs and
supporting services. Expenses that can be identified with a specific program and supporting
service are allocated directly according to their nature and expenditure classification. Other
expenses that are common to several functions are allocated by statistical means.

Note 2 - Restrictions on Assets

Temporarily restricted net assets are available for the following purposes:

At September 30 2014 2013
Underwriting grants receivable $ 205501 §$ 178473
Promises to give 101,505 75.463

Temporarily restricted net assets $ 307006 § 253936

Note 3 - Underwriting Grants Receivable

Underwriting grants receivable represent uncollected, unconditional grants that the
Organization has agreed to run on-air public announcements on behalf of the grantor. Net
underwriting grants receivable are shown as temporarily restricted net assets. Restrictions are
considered to expire when payments are received.

Underwriting grants receivable are described as follows:

At September 30 2014 2013
Underwriting grants receivable $ 217,038 $§ 190,079
Less, allowance for uncollectibles 11,537 11,606

Und itin, iyable, n $ 205501 § 178473
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Note 4 - Promises to Give

Promises to give include amounts due in the current year for on-air fund-raisers. Promises to
give are recorded at face amount less a provision for uncollectibles. Net promises to give are
shown as temporarily restricted net assets. Restrictions are considered to expire when payments
are received.

Promises to give are described as follows:

At September 30 2014 2013
Promises to give $ 104,777 § 105,818
Less, allowance for uncollectibles 3,272 30,355

ive, n $§ 101,505 § 75463

Note 5 - Beneficial Interest in an Endowment

The Organization’s beneficial interest in an endowment is presented in the financial statements
in the aggregate at fair value. The investments are managed by the Community Foundation of
Western North Carolina, Inc. (Foundation). These funds are invested in an allocated
investment pool. Withdrawals from this account must be approved by the full board. The fund
agreement grants variance power to the Foundation. This power allows the Board of Directors
of the Foundation the ability to modify any condition or restrictions on distributions of funds,
if such condition or restriction becomes unnecessary, incapable of fulfillment or inconsistent
with the charitable needs of the area served by the Foundation.

The beneficial interest in an endowment is described as follows:

At September 30 2014 2013
Market $ 283479 $ 272,295
Cost 55,251 42.402

Cumulative gains on beneficial jnterest in endowment $ 228228 §$ 229893

The following tabulation summarizes the changes in unrealized appreciation (depreciation) of
the beneficial interest in an endowment:

Year Ended September 30 2014 2013
Excess of market value over cost:
Beginning of year $ 229,893 §$ 203,738
End of year 228,228 229,893
Unrealized gains on beneficial interest in an endowment (1,665) 26,155
Realized gains 21.866 2,118
Net gains on beneficial interest jn endowment § 20201 $ 28273

11



Note 5 - Beneficial Interest in an Endowment (continued)

The Organization is also the specified beneficiary for an additional endowment fund (McGuire
Endowment Fund) held by the Community Foundation of Western North Carolina, Inc. The
fair value of the fund at September 30, 2014 and 2013, was $476,395 and $478,145,
respectively. In accordance with FASB ASC 958-20 Not-for-Profit-Entities: Financially
Interrelated Entities and FASB 958-605 Revenue Recognition, the balance of the McGuire
Endowment Fund is not reflected in the Organization’s financial records. For the years ended
September 30, 2014 and 2013, the fund distributed grants to the Organization of approximately
$39,860 and $20,070, respectively, which are reflected in the accompanying statement of
activities,

Note 6 - Fair Value Measurement

The fair value of each financial instrument was measured using FASB ASC 820 input
guidance and valuation techniques.

Due to the nature of the beneficial interest in an endowment held by a community foundation,
the assets are considered level 3 instruments.

A reconciliation of changes in Level 3 inputs is a follows:

Year Ended September 30 2014 2013
Level 3 inputs, beginning of year $ 272295 § 250,562
Investment income 3,194 5,391
Net gains 20,201 28,273
Management fees (2,461) (2,331)
Distributions (9.750) (9,600)

Level 3 inputs, end of vear $ 283479 §$ 272295

Note 7 - Property and Equipment

A description of property and equipment is as follows:

At September 30 2014 2013
Land $ 49,079 $ 49,079
Building and improvements 1,909,151 2,476,542
Equipment and software 1,739,160 1,717,491
Office equipment 119,946 115,740
Vehicle 20,706 4,250

3,838,042 4,363,102
Less, accumnulated depreciation 2,021,017 1,905,377
Property and equipment. $ 1817025 $ 2457725

12



Note 7 - Property and Equipment (continued)

Depreciation expense for the years ended September 30, 2014 and 2013, was $119,890 and
$130,402, respectively.

Note 8 - Intangible Assets

During the year ended September 30, 2005, the Organization purchased a radio station
broadcast license. The purchase price was $124,122, which included $27,000 cash and
underwriting credits of $10,000 per year for fifteen (15) years, discounted to net present value
at the annual rate of 6%. The Organization has the ability and intent to renew the purchased
broadcast license indefinitely. Therefore, the license is subject to accounting under FASB ASC
350 Goodwill. In accordance with FASB ASC 350, the broadcast license is not subject to
amortization but is tested for impairment annually.

During the year ended September 30, 2010, the Organization purchased high definition (HD)
broadcasting rights for one of its towers. The cost of the HD rights was $5,000 and the rights
are not subject to renewal and last indefinitely. Therefore, the rights are also subject to
accounting under FASB ASC 350 and are not subject to amortization but are tested for
impairment annually.

Management believes there has been no impairment to these assets for the years ended
September 30, 2014 and 2013.

Note 9 - Real Estate Held for Sale

The Organization owns the building that houses its office space. During the year ended
September 30, 2004, the Organization reclassified one floor of the building and related land
costs to real estate held for sale. The floor was divided into multiple units, one of which was
sold during the year ended September 30, 2004. Additional improvements were made to the
condominium during the fiscal years ended September 30, 2005 and 2006. No further
improvements have been made as of September 30, 2014. One unit was sold in November
2012 and the Organization recognized a gain of $132,897 from the sale.

13



Note 10 - Long-Term Debt

Long-term debt is described as follows:

At September 30 2014 2013

First Bank (construction loan), requiring 48

Monthly payments of $7,350, balloon payment

of all interest and principal due December 2015,

fixed interest rate at 5%, secured by deed of trust. $ 827,551 §$§ 868,370

Ford Credit (vehicle loan), requiring 48 monthly

payments of $486 due December 2017, fixed

interest rate at 6.24%, secured by a vehicle with

a carrying value of $17,600 at September 30, 2014 17,105

Mars Hill College unsecured loan with payments of
$10,000 per year for fifteen (15) years in on-air
underwriting credits, final payment due in December

2018, no stated interest rate, discounted at 6% 42.124 49.173
886,780 917,543

Less, current maturities 64,441 52.990
Long- debt, net t maturitie $ 822339 § 864553

Scheduled principal repayments on long-term debt for the next five years are as follows:

Years Ending Long-term

September 30 Debt
2015 $ 64,441
2016 788,656
2017 13,966
2018 10,282
2019 9,435

Long-term debt $ 886,780

Note 11 - Retirement Plan

The Organization contributes annually to a retirement plan 5% of compensation for staff
members who have completed two years of service, plus up to an additional 10% match of
employees’ contributions. In addition, employees can make specific dollar contributions.
Contributions for the years ended September 30, 2014 and 2013, were $44,198 and $43,535,
respectively.

14



Note 12 - Lease Commitments

The Organization rents parking spaces, office equipment, and several translator locations to
broadcast its signal. The Organization has operating leases with lease terms ranging from one
to ten years. Rent expense for all leases was $49,443 and $45,150 for the years ended
September 30, 2014 and 2013, respectively. The following is a schedule of future minimum
lease payments under non-cancelable operating leases.

Minimum
Years Ending September 30 Lease Payments
2015 $ 18,964
2016 10,252
2017 4,918
2018 3,075
2019 2,888
Total minimum lease pavments $ 40.097

Note 13 - Leasing Activities

The Organization leases office space and tower use to various individuals and companies under
operating leases. For the years ended September 30, 2014 and 2013, rental income for office
space and tower use was $36,801 and $44,241, respectively. The following is a schedule of
future minimum rentals under non-cancelable operating leases.

Y ECE—
Years Ending September 30 Rentals
2015 $ 16,877
2016 10,469
2017 10,469
2018 10,469
2019 10,469
Thereafter 6,107
Total minimum rentals $ 64,860
Note 14 - Summary Disclosure of Significant Contingencies
Risk Management

The Organization is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees and volunteers; and natural
disasters. The Organization carries commercial insurance coverage for risks of loss.

15



Note 14 - Summary Disclosure of Significant Contingencies (continued)

Federal Assisted Programs

The Organization has received proceeds from the National Telecommunications and
Information Administration (NTIA/PTFP), U.S. Department of Commerce for capital
improvements and expansion. A financing statement has been filed placing a priority lien and
reversionary interest on the capital improvements for a period of ten years following December

31, 2009.

Note 15 - Barter Transactions
The Organization regularly trades underwriting spots for goods and services. This underwriting
is generally included in the Organization’s in-kind contributions and is added to the expenses
to which it relates. However, for the years ended September 30, 2014 and 2013, $7,049 and

$6,651, respectively, of the in-kind contributions was treated as a principal payment on a note
payable. The amount added to expenses was $73,847 and $73,495, respectively.

Note 16 - Income Taxes

Uncertain Tax Positions

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code, except on net income derived from unrelated business activities. The

Organization believes that it has appropriate support for any tax positions taken, and as such,
does not have any uncertain tax positions that are material to the financial statements.

Open Tax Years

The Organization’s Return of Organization Exempt from Income Tax (Form 990) and Exempt
Organization Business Income Tax Return (Form 990T) for the fiscal years ended September
30, 2011, 2012, and 2013 are subject to examination by the IRS, generally for three years after

they were filed.
Note 17 - Concentration of Credit Risk

The Organization maintains its cash and equivalents at financial institutions that are insured by
the Federal Deposit Insurance Corporation up to $250,000. At September 30, 2014, there was
no uninsured balance.

The Organization has receivables outstanding from individuals and entities in Western North
Carolina. The Organization was exposed to a regional concentration of credit risk in the
amount of $307,006 and $253,936 at September 30, 2014 and 2013, respectively.

16



Note 18 - Impairment Loss on Assets

During the year, the building used for operations was actively marketed for sale. Based on the
real estate market and sales prices of similar commercial buildings in the area, it was
determined that the fair market value of the building was significantly less than the carrying
value. As a result, management recorded an impairment loss at September 30, 2014 in the
amount of $567,391, which was the fair market value, less estimated costs to sell.

Note 19 - Subsequent Events

In October 2014 the Organization sold the building located on 73 Broadway for $1,700,000. A
portion of the proceeds was used to pay off the debt on the building.

Management has evaluated subsequent events through February 25, 2015, the date on which
the financial statements were available to be issued. During the period from the end of the
fiscal year and through this date, no circumstances occurred that require recognition or
disclosure in these financial statements other than the item noted above.

17
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WESTERN NORTH CAROLINA PUBLIC RADIO, INC.

Program Services

Schedule of Functional Expenses
Year Ended September 30, 2014
(With Comparative Totals for 2013)

Supporting Services

Programming Engineering Total General Promotion Total
and and Digital Program and and Supporting Total Total
Production Broadcasting Media Services Administration _Development Services 2014 2013

Salaries $ 280,556 $ 59,582 § 5 340,138 § 86,100 $ 216,274 § 302,374 % 642,512 § 646,259
Benefits 56,053 7,395 63,448 13,574 27,890 41,464 104,912 81,579
Payroll taxes 20,808 4,536 25,344 6.408 20,127 26,535 51,879 57.711
Total salaries and benefits 357417 71,513 428,930 106,082 264,291 370,373 799,303 785,549
Programming fees 359411 359,411 359,411 356,251
Memberships and dues 14914 99 12,144 27,157 1,629 3,503 5,132 32,289 28,481
Professional services 29,746 5,320 300 35,366 71,349 22,897 94,246 129,612 126,632
Repairs and maintenance 3.812 14,754 18,566 8,415 2,675 11,090 29,656 10,870
Supplies and minor equipment 8.495 3,231 11,726 5.206 6,627 11,833 23,559 13,688
Graphic design and printing 6,190 6,190 6,190 16,619
Postage 147 1,195 1,342 282 27,081 27.363 28,705 20,885
Preroiums and hospitality 1,104 6,765 7,869 7,869 13,148
Insurance 11,680 2,693 14,373 5,595 9,670 15,265 29,638 22,970
Utilities 6,745 19,216 25961 996 5,483 6,479 32,440 31,587
Communications 6,903 3,319 827 11,049 454 2,529 2,983 14,032 12.416
Advertising 23,681 3,527 27,208 3,561 19,820 23,381 50,589 44,128
Site rentals 15,146 15,146 15,146 13,798
Parking 5,653 842 6,495 843 4,691 5,534 12,029 12,346
Condo association dues 8,859 1,319 10,178 1,319 7,351 8,670 18,848 20,125
Travel 1,747 2,425 4,172 1,287 671 1,958 6,130 6,661
Continued education and training 262 262 20,391 4,735 25,126 25,388 11,379
Audience regsearch 3,970 3,970 3,970 3,765
Special events 40,640 40,640 40,640 54,350
Property taxes 2,842
Banking and investment fees 5,225 32,221 37,446 37,446 30,227
Telemarketing 12,325 12,325 12,325 9,731
Recruitment 749 749 749 10,098
Client cultivation 898 1427 2,325 2,325

Total expense before interest 843,442 144,599 13,271 1,001,312 234,636 482,341 716,977 1,718,239 1,658,542

and depreciation
Interest 44,201 44201 44,201 53,750
Depreciation 25235 59481 84.716 11,258 23916 35,174 119,890 130,402

Total expenses

$ _ 868677 § 204080 §$

13271 § 1086008 § 290095 § 506257 § 796352 § 1882380 § 1842604
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