WEST TENNESSEE PUBLIC
TELEVISION COUNCIL, INC.
MARTIN, TN

FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION

JUNE 30, 2015 and 2014



WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
TABLE OF CONTENTS

Independent AUAITOI'S REPOIT ...ccoiiiiiiiei e e e e e e e e e e e e e e e e reaa e eas 1
Financial Statements

Statements Of FINANCIAI POSITION..... ...ttt e e e e e s e s s s s e saa e saassebsssaneeees 3
SEALEMENTS Of ACHIVITIES. e it e e e e e e e st e s e e sb e e st eeeaaas 4
StAtEMENTS Of CASN FIOWS ...t e e e e et e e et e e et e e e e e sbeeaaas 6
NOLES 0 FINANCIal StalEmMENTS . ..ottt e e e e et e e e et s et eeen eaeeaaans 7

Supplementary Information
Schedules of FUNCHONAI EXPENSES.......uuiiiiiiiiiiiiiiiee ittt 10
Schedule of State Financial ASSISTANCE............ooiiiiiiiii e 12

Internal Control
Independent Auditor's 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 ............cooooiiuiiiiiirieeeie e 13
Schedule Of FINAINGS ....coooiie ettt nenneeeeeees 15
Schedule of Prior Year FINQINGS ......uuiii it e e et s e e e e e e aaa e e eeeeas 16



ALEXANDER
Members of: I THOMPSON
A A ARNOLD 304 North Lindell St.

American Institute of Certified Public Accountants

AICPA Center for Public Company Audit Firms PLLC Martin, TN 38237
AICPA Governmental Audit Quality Center

AICPA Employee Benefit Plan Audit Quality Center . ] Phone 731.587.5145
Tennessee Society of Certified Public Accountants Certified Public Accountants Fax 731.587.1952
Kentucky Society of Certified Public Accountants Offices in Tennessee & Kentucky www.atacpa.net

Independent Auditor’s Report

To the Board of Directors
West Tennessee Public Television Council, Inc.
Martin, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of West Tennessee Public Television Council,
Inc. (a nonprofit organization), which comprise the statements of financial position as of June 30, 2015
and 2014, and the related statements of activities, and cash flows for the years then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 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.

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



Board of Directors
West Tennessee Public Television Council, Inc.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of West Tennessee Public Television Council, Inc. as of June 30, 2015 and 2014, and
the changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of functional expenses and the schedule of state financial assistance are presented for
purposes of additional analysis and are 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 8,
2015, on our consideration of West Tennessee Public Television Council, Inc.’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 West Tennessee Public Television Council, Inc.’s internal control over financial reporting
and compliance.

Hoyatr. g ot i

Martin, Tennessee
October 8, 2015



Assets
Current assets

WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.

STATEMENTS OF FINANCIAL POSITION

June 30, 2015 and 2014

2015

Cash and cash equivalents $
Accounts receivable

1,094,170
1,267

2014

Total current assets

Property and equipment
Leasehold improvements
Furniture/fixtures/office equipment
Broadcasting equipment

Software

Transmitters/antenna/towers

Vehicles

1,095,437

53,560
61,545
3,460,598
26,296
1,869,682
125,672

1,154,763
131,135

Less: accumulated depreciation

Construction in process

Net property and equipment

5,597,353
4,627,502

1,285,898

53,560
62,804
3,331,692
1,869,682
123,540

969,851

5,441,278
4,436,386

Total assets $

2,065,288

1,004,892

Liabilities and Net Assets

Current liabilities

Accounts payable $
Payroll taxes payable

Accrued annual pay

Unearned revenue

Total current liabilities

Net assets

Unrestricted

Operating

Property and equipment

73,369
21
48,838
654,001

2,290,790

776,229

319,208
969,851

8,276
21
48,838
655,220

Total net assets

1,289,059

Total liabilities and net assets $

2,065,288

712,355

573,543
1,004,892

1,578,435

$

2,290,790

The accompanying notes are an integral part of these financial statements.
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WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2015

Public Support and Revenues
CPB - Community Service Grant

CPB - Interconnect Grant

CPB - Local Service Grant

USDA grant

State of Tennessee - direct
apportionment

Other grants

CLO income

Special event revenue

Memberships

Underwriting

Production revenue

TN channel revenue

In-kind contributions

Interest income

Gain on sale of asset

Miscellaneous

Total public support and
revenues

Expenses
Program services
Broadcasting
Engineering
Production
Education

Total program services
Support services:
Individual giving
Marketing
Management and support
Total support services
Total expenses

Change in net assets

Net assets, beginning of year

Net assets, end of year

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

Operating

$

482,443
11,831
55,650

430,793
10,000
6,437
72,387
64,021
21,045
33,333
515,535
3,550

22,428

1,729,453

425,372
518,863
383,367

58,328

1,385,930

94,682
50,894
452,282

597,858

1,983,788

(254,335)

573,543

$

319,208

Property and
equipment

$

172,777

148
183,161
24,327

207,636

2,202
2,202

209,838

(35,041)

1,004,892

$

969,851

$

Total

655,220
11,831
55,650

430,793
10,000
6,437
72,387
64,021
21,045
33,333
515,535
3,550
2,020
22,428

1,904,250

425,520
702,024
407,694

58,328

1,593,566

94,682
50,894
454,484

600,060

2,193,626

(289,376)

1,578,435

1,289,059



WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2014

UNRESTRICTED
Property and

Operating equipment
Public Support and Revenues
CPB - Community Service Grant $ 572,404 $ - $
CPB - Interconnect Grant 12,557 -
CPB - Local Service Grant 49,735 -
USDA grant - 188,035
CLO Income 140,000 -
State of Tennessee - direct
apportionment 396,973 53,191
Special event revenue 16,677 -
Memberships 70,704 -
Underwriting 96,311 -
Production revenue 22,555 -
TN channel revenue 42,471 -
In-kind contributions 504,299 -
Interest income 3,531 -
Miscellaneous 12,783 -
Total public support and
revenues 1,941,000 241,226
Expenses
Program services
Broadcasting 413,791 858
Engineering 541,539 175,054
Production 379,941 159,830
Education 105,039 -
Total program services 1,440,310 335,742
Support services:
Individual giving 98,657 -
Marketing 112,986 -
Management and support 402,867 765
Total support services 614,510 765
Total expenses 2,054,820 336,507
Change in net assets (113,820) (95,281)
Net assets, beginning of year 687,363 1,100,173
Net assets, end of year $ 573,543 $ 1,004,892 $

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

572,404
12,557
49,735

188,035

140,000

450,164
16,677
70,704
96,311
22,555
42,471

504,299

3,531
12,783

2,182,226

414,649
716,593
539,771
105,039

1,776,052

98,657
112,986
403,632

615,275

2,391,327

(209,101)

1,787,536

1,578,435



WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2015 and 2014

2015 2014
Cash flows from operating activities:

Cash received from Federal, State, and local sources $ 2,034,118 $ 2,057,208

Cash paid to suppliers and employees (1,923,464) (1,974,363)

Cash received from interest income 3,550 3,531

Net cash provided by operating activities 114,204 86,376
Cash flows from investing activities:

Cash paid for capital expenditures (174,797) (241,226)
Net increase (decrease) in cash and cash equivalents (60,593) (154,850)
Cash and cash equivalents - beginning of year 1,154,763 1,309,613
Cash and cash equivalents - end of year $ 1,094,170 $ 1,154,763
Cash flows from operating activities:

Change in net assets $ (289,376) $ (209,101)
Adjustments to reconcile change in net assets to net cash provided
by operating activities

Depreciation 209,838 336,507
(Increase) decrease in accounts receivable 129,868 (125,018)
Increase (decrease) in accounts payable 65,093 (3,616)
Increase (decrease) in other payables - (230)
Increase (decrease) in accrued annual pay - 5,018
Increase (decrease) in unearned revenue (1,219) 82,816

Net cash provided by operating activities $ 114,204 $ 86,376

The accompanying notes are an integral part of these financial statements.
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WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE 1 —SIGNIFICANT ACCOUNTING POLICIES

West Tennessee Public Television Council, Inc. (the Corporation) is a non-profit Tennessee
corporation which owns and operates the non-profit public television station — WLJT-TV. WLJT's
mission is to educate, enrich and enlighten by providing programs and services of quality and
value to West Tennessee and the surrounding area. The Corporation has significant reliance and
is supported primarily through private contributions, state and local grants, grants from the
Corporation of Public Broadcasting, appropriations from the State of Tennessee, and In-kind
contributions.

A. Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles.

B. Financial Statement Presentation

The Organization is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets,
and permanently restricted net assets. The Organization has continued its use of fund accounting
in keeping its books and records. As a result, it has reclassified its fund balance to present the
three classes of net assets for financial statement purposes as required.

C. Revenue Recognition

Grant funding for contract periods spanning across multiple fiscal years are recorded as unearned
revenue in the year funds are received to ensure all prior received funds have been expended.
Unrestricted contributions, pledges, and grant funding for contract periods for the current fiscal year
are recognized as revenue in the Statement of Activities upon receipt. Other unrestricted revenues
are recognized as earned either upon receipt or accrual.  State appropriation support is reported
as unrestricted revenue. Expenditures of unrestricted funds are recognized as expenses when
expended or upon incurrence of the related liability.

D. In-Kind Contributions

Contributed materials, supplies, facilities, and property are recorded at their estimated fair value at
the date of donation. WLJT reports gifts of equipment, professional services, materials and other
nonmonetary contributions as unrestricted revenue in the accompanying statement of activities. |If
the fair value of the contributed materials, supplies, facilities, and property cannot be reasonably
determined, they are not recorded.

E. Income Taxes
WLJT is exempt from federal income taxes under section 501(c)(3) of the Internal Revenue Code

as evidenced by a letter dated August 26, 1985. Accordingly, no provision for income taxes has
been made in the following statements.



WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

Cash Equivalents

Cash equivalents consist of cash and interest-bearing deposits. For the purposes of the statements
of cash flows, cash in demand deposits with financial institutions and all cash investments with
original maturities of three months or less are considered to be cash and cash equivalents.

. Investments

Investments are reported at fair value. Investments consist of FDIC insured Certificates of Deposit
at various financial institutions.

. Contributions

Contributions are recorded when cash is received and are considered to be available for
unrestricted use unless specifically restricted by the donor. Net assets, revenues and expenses are
classified based on the existence or absence of donor-imposed restrictions. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires West Tennessee Public Television Council’'s management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Date of Management Review

Subsequent events have been evaluated through October 8, 2015, which is the date the financial
statements were available to be issued.

. Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the statement of activities. Accordingly, certain costs have been allocated
among programs and supporting services benefited.

Contingent Liabilities and Losses

The Corporation receives the majority of its revenue under various state apportionments, corporate
grants and in-kind contributions. Any disallowed claims and costs, including already collected, may
constitute a liability of the applicable funds. This amount, if any, of expenditures which may be
disallowed by grantor agencies or contributors cannot be determined at this time although the
Corporation expects such amounts, if any, to be immaterial.



WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

M. Contingencies

The Organization received fifty percent of their funding from state appropriations and in-kind
contributions during the fiscal year ended June 30, 2015. A major reduction of such funds, should
this occur, may have a significant effect on future operations.

NOTE 2 -DETAILED NOTES ON ACCOUNTS
A. Concentrations of Credit Risk

Financial instruments that potentially subject the Corporation to concentrations of credit risk consist
primarily of cash and cash equivalents, investments and accounts receivable. Cash and cash
equivalents are maintained in demand deposit accounts which, at times, may exceed federally
insured limits. By their nature, all such financial instruments involve risk, including the credit risk of
nonperformance by counterparties. Exposure to credit risk is managed primarily through monitoring
procedures. The Corporation had no major concentrations of credit risk except for uninsured bank
deposits.

B. Property and equipment

Property and equipment acquired by WLJT are considered to be owned by WLJT. However,
Federal and State funding sources may maintain equitable interest in the property purchased with
grant monies as well as the right to determine the use of any proceeds from the sale of these
assets. The Federal Government retains a priority lien, which provides its reversionary interest in
the equipment purchase with funds provided by PTFP grant number 47-02-06020. This lien
extends for a period of ten years following March 30, 2007.

WLJT capitalizes property and equipment over $2,500. Lesser amounts are expensed. Purchased
property and equipment are capitalized at cost. Donations of property and equipment are recorded
contributions at their estimated fair value. Such donations are recorded as unrestricted
contributions unless the donor has restricted the donated assets to a specific purpose. Assets
donated with explicit restrictions regarding the use and contributions of cash that might be used to
acquire fixed assets are reported as restricted contributions. Absent donor stipulations regarding
how long those donated assets must be maintained, WLJT reports expirations of donor restrictions
when the donated or acquired assets are placed in service. WLJT reclassifies temporarily restricted
net assets to unrestricted net assets at that time. Depreciation is computed on a straight-line basis
over the useful lives of the assets as follows:

Building and Improvements 20 — 30 years
Furniture and Equipment 5—10 years

The net property and equipment balance has been recorded as a separate component in
unrestricted net assets.
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Independent Auditor’s 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

Board of Directors
West Tennessee Public Television Council, Inc.
Martin, Tennessee

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 West Tennessee
Public Television Council, Inc., (a nonprofit organization), which comprise the statement of financial
position as of June 30, 2015, and the related statements of activities, and cash flows for the year then
ended, and the related notes to the financial statements, and have issued our report thereon dated
October 8, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered West Tennessee Public
Television Council, Inc.’s internal control over financial reporting (internal control) 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 West
Tennessee Public Television Council, Inc.’s internal control. Accordingly, we do not express an opinion
on the effectiveness of West Tennessee Public Television Council, Inc.’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 the 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether West Tennessee Public Television Council,
Inc.’s financial statements are free of material misstatement, we performed tests of its compliance with
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Board of Directors
West Tennessee Public Television Council, Inc.

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.

‘4/% b Thpe Bl P2

Martin, Tennessee
October 8, 2015
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WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
SCHEDULE OF FINDINGS
For the Year Ended June 30, 2015

Financial Statement Findings

None reported.

-15 -



WEST TENNESSEE PUBLIC TELEVISION COUNCIL, INC.
SCHEDULE OF PRIOR YEAR FINDINGS
For the Year Ended June 30, 2015

Financial Statement Findings

There were no prior year findings reported.
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October 8, 2015

To the Board of Directors
West Tennessee Public Television Council, Inc.

We have audited the financial statements of West Tennessee Public Television Council, Inc. for the
year ended June 30, 2015, and have issued our report thereon dated October 8, 2015. Professional
standards require that we provide you with information about our responsibilities under generally
accepted auditing standards and, if applicable, Government Auditing Standards and OMB Circular A-
133), as well as certain information related to the planned scope and timing of our audit. We have
communicated such information in our letter to you dated May 11, 2015. Professional standards also
require that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by West Tennessee Public Television Council, Inc. are described in Note 1 to
the financial statements. No new accounting policies were adopted and the application of existing
policies was not changed during the year ended June 30, 2015. We noted no transactions entered into
by the non-profit organization during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the proper
period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them
may differ significantly from those expected.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
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statements or the auditor’s report. We are pleased to report that no such disagreements arose during
the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 8, 2015.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Organization’s financial statements or a
determination of the type of auditor's opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Organization’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

Other Matters

With respect to the supplementary information accompanying the financial statements, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with U.S. generally accepted accounting principles, the method
of preparing it has not changed from the prior period, and the information is appropriate and complete
in relation to our audit of the financial statements. We compared and reconciled the supplementary
information to the underlying accounting records used to prepare the financial statements or to the
financial statements themselves.

This information is intended solely for the use of the Board of Directors and management of West
Tennessee Public Television Council, Inc. and is not intended to be, and should not be, used by
anyone other than these specified parties.

Very truly yours,

4/% i 7[704_. M e

Alexander Thompson Arnold PLLC
Martin, Tennessee



