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KUNI RADIO GROUP 
 

Management’s Discussion and Analysis 
(Unaudited) 

For the Years Ended June 30, 2010, 2009 and 2008 
 
 

KUNI Radio Group (“KUNI”) provides this Management’ s Discussion and Analysis as 
a narrative overview of the financial performance o f KUNI for the three years 
ended June 30, 2010, 2009 and 2008. This discussion  has been prepared by 
management and should be read in conjunction with t he financial statements and 
footnotes that follow. 

 
KUNI Radio Group’s license is held by the Universit y of Northern Iowa.  KUNI’s 
radio group includes the following frequencies:   K DMR (88.9 FM), KDUB (89.7 
FM), KHKE (89.5 FM), KRNI (1010 AM), KUNI (90.9 FM) , KUNY (91.5 FM), KUNZ (91.1 
FM), KWNJ (91.1 FM), K214BA (90.7 FM), K233AA (94.5  FM), K269EJ (101.7 FM) and 
K271AF (102.1 FM).  
 
The Board of Regents of the State of Iowa establish ed Iowa Public Radio, Inc. 
(“IPR”) to manage the day-to-day operations includi ng programming, technical 
support and administration of the public radio oper ations at the three Regents’ 
universities.  This includes the KUNI Radio Group a s well as the WOI Radio 
Group at Iowa State University and the KSUI Radio G roup at the University of 
Iowa.  IPR is governed by a board of directors cons isting of five appointees.  
The Board of Regents appoints two community directo rs to represent the 
interests of Iowa’s communities.  The president at each of the Regents’ 
universities appoints a university director to repr esent the interests of each 
respective university. 
 
As Iowa Public Radio, Inc. continues to evolve into  a fully integrated 
organization ─ blending the best of each station while gaining op erational 
efficiencies ─ the consistency in financial reporting year-over-y ear will be 
impacted.  The audited financial statements and foo tnotes of KUNI should be 
read in conjunction with the audited financial stat ements and footnotes of IPR. 
 
Iowa Public Radio’s mission is to inform, enrich an d engage Iowans through 
radio programming and other media.  IPR enhances ci vic and cultural connections 
across the state, strengthening communities and ref lecting Iowa’s sense of 
place.  One of the top priorities of IPR is to exte nd our voices to more areas 
of the state ─ giving more Iowans the opportunity to experience r ich, timeless 
music and the in-depth perspective of the world we live in that they can only 
get from public radio.   
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KUNI RADIO GROUP 
 

Management’s Discussion and Analysis 
(Unaudited) 

For the Years Ended June 30, 2010, 2009 and 2008 
 

 
USING THE AUDITED FINANCIAL STATEMENTS 
 
This analysis is intended to introduce the basic fi nancial statements of KUNI 
which consist of the Statement of Net Assets, the S tatement of Revenues, 
Expenses and Changes in Net Assets and the Statemen t of Cash Flows.  KUNI 
reports as a business-type activity as defined by t he Governmental Accounting 
Standards Board (“GASB”) Statement No. 34, Basic Financial Statements - and 
Management’s Discussion and Analysis - for State an d Local Governments  (“GASB 
34”).   These financial statements have been prepar ed in conformity with GASB 
34 using the economic resources measurement focus a nd the accrual basis of 
accounting.  GASB 34 also requires that net assets be reported in three 
categories – invested in capital assets net of rela ted debt, restricted and 
unrestricted.   
 
THE STATEMENT OF NET ASSETS 
 
The Statement of Net Assets presents the assets, li abilities and net assets of 
KUNI at the end of each fiscal year.  The differenc e between assets and 
liabilities – or net assets – is one indicator of t he current financial 
condition.  The change in net assets is an indicato r of whether the overall 
financial condition has improved during the fiscal year. 

2010 2009 2008

Assets:

   Current assets 2,542,809$   2,626,391$   3,014,296$   

   Capital assets, net 1,176,907     1,070,298     971,995         

     Total  assets 3,719,716$   3,696,689$   3,986,291$   

Liaibil ities:

   Current liabil ities 224,951$      384,874$      274,528$      

   Long-term liabi li ties 28,414           -                      -                      

      Total  l iabi li ties 253,365$      384,874$      274,528$      

Net assets:

   Invested in capital assets 1,176,907$   1,070,298$   971,995$      

   Restricted 101,816         200,184         235,523         

   Unrestricted 2,187,628     2,041,333     2,504,245     

      Total  net assets 3,466,351$   3,311,815$   3,711,763$   

Total  l iabil ities and net assets 3,719,716$   3,696,689$   3,986,291$   

Change in net assets 154,536$      (399,948)$     280,868$      

June 30,
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KUNI RADIO GROUP 
 

Management’s Discussion and Analysis 
(Unaudited) 

For the Years Ended June 30, 2010, 2009 and 2008 
 

Total assets at June 30, 2010 increased slightly to  $3,719,716 compared to 
total assets of $3,696,689 at the end of the prior fiscal year.  This increase 
is primarily due to increases in investments and pr epaid expenses offset by 
decreases in grants receivable and underwriting rec eivables.  In January, 2010, 
the underwriting function for KUNI was centralized as part of IPR’s on-going 
effort to become a fully integrated organization.  Prior to this time, 
underwriting functions were performed at each of th e university stations and 
therefore were reflected on the financial statement s of each of the stations.  
Total assets at the end of fiscal year 2009 decreas ed compared to the total 
assets at the end of fiscal year 2008.  

Capital assets at June 30, 2010 increased 10.0% to $1,176,907 compared to 
capital assets of $1,070,298 at the end of the prio r fiscal year due to the 
purchase of equipment.   Capital assets increased a t the end of fiscal year 
2009 compared to capital assets at the end of fisca l year 2008.  

Total liabilities at June 30, 2010 decreased 34.2% to $253,365 compared to 
total liabilities of $384,874 at the end of the pri or fiscal year.  This 
decrease is primarily due to reduction in the payab le to the University of 
Northern Iowa recorded at June 30, 2009 as well as decreases in compensated 
absences and advance payments on underwriting agree ments.  These decreases were 
offset by an increase in accounts payable.  Long-te rm liabilities increased at 
June 30, 2010 compared to long-term liabilities at the end of the prior fiscal 
year due to an increase in retirement incentive opt ions payable.  Total 
liabilities at the end of fiscal year 2009 increase d compared to the total 
liabilities at the end of fiscal year 2008.  

Total net assets at June 30, 2010 increased 4.7% to  $3,466,351 compared to 
total net assets of $3,311,815 at the end of the pr ior fiscal year.  Total net 
assets at the end of fiscal year 2009 decreased com pared to total net assets at 
the end of fiscal year 2008.  KUNI’s net assets are  largely comprised of 
unrestricted net assets which may be used at manage ment’s discretion to meet 
current obligations. 

THE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

The change in net assets as presented in the Statem ent of Net Assets is based 
on the activity presented in the Statement of Reven ues, Expenses and Changes in 
Net Assets.  
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KUNI RADIO GROUP 
 

Management’s Discussion and Analysis 
(Unaudited) 

For the Years Ended June 30, 2010, 2009 and 2008 
 

2010 2009 2008

Total operating revenues 2,111,530$   2,102,898$   2,042,482$   

Total operating expenses 2,446,237     2,370,978     2,519,818     

   Operating income (loss) (334,707)       (268,080)       (477,336)       

Non-operating revenues (expenses) - net 489,243         (131,868)       758,204         

   Change in net assets 154,536$      (399,948)$     280,868$      

For the years ended June 30,

 

Total operating revenues for the year ended June 30 , 2010 increased slightly to 
$2,111,530 compared to $2,102,898 for the year ende d June 30, 2009.  Major 
components of operating revenues are as follows: 

• Support from IPR, including membership and fund-rai sing campaign funds 
as well as donated support, increased operating rev enues by $149,674.  

• Community service grants and special event revenue increased operating 
revenues by $60,423. 

• Support from the University of Northern Iowa, inclu ding general 
appropriations and institutional, physical plant an d occupancy support, 
decreased operating revenues by $134,472.   

• Underwriting revenue, net of allowances, decreased operating revenues 
by $80,687.  For fiscal year 2010, underwriting rev enue is reported on 
the financial statements of each of the stations fo r the 6-month period 
July 1, 2009 through December 31, 2009.  Underwriti ng revenue is 
reported on the financial statements of IPR for the  6-month period 
January 1, 2010 through June 30, 2010 due to the ce ntralization of 
underwriting. 

Total operating revenues for the year ended June 30 , 2009 increased 3.0% to 
$2,102,898 compared to $2,042,482 for the year ende d June 30, 2008.  This 
increase was primarily due to increased support fro m IPR. 

Total operating expenses for the year ended June 30 , 2010 increased 3.2% to 
$2,446,237 compared to $2,370,978 for the year ende d June 30, 2009.   Major 
components of operating expenses are as follows: 

• Programming and production expenses increased opera ting expenses by 
$83,012 primarily due to increases in professional services and 
programming fees. 
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KUNI RADIO GROUP 
 

Management’s Discussion and Analysis 
(Unaudited) 

For the Years Ended June 30, 2010, 2009 and 2008 
 
 

• Management and general expenses increased operating  expenses by $78,925 
primarily due to professional services. 
 

• Broadcast and engineering expenses decreased operat ing expenses by 
$71,259 primarily due to decreases in salaries, wag es and benefits due 
to retirements and the realignment of personnel to IPR. 

Total operating expenses for the year ended June 30 , 2009 decreased 5.9% to 
$2,370,978 compared to $2,519,818 for the year ende d June 30, 2008.  This 
decrease is primarily due to decreases in programmi ng and production expenses.  

Non-operating revenues (expenses) for the year ende d June 30, 2010 increased 
significantly to $489,243 compared to ($131,868) fo r the year ended June 30, 
2009.  This increase was primarily due to an increa se of $517,968 in investment 
returns and $81,464 in equipment grants and a decre ase in purchases of non-
capitalized equipment.  Non-operating revenues (exp enses) for the year ended 
June 30, 2009 decreased significantly to ($131,868)  compared to $758,204 for 
the year ended June 30, 2008.  This decrease was pr imarily due to a decrease in 
appropriations from the University of Northern Iowa  for equipment and a 
decrease in investment returns. 

THE STATEMENT OF CASH FLOWS 

The Statement of Cash Flows provides information ab out cash receipts and cash 
disbursements for KUNI for the fiscal year. 

2010 2009 2008

Cash from operating activities (303,924)$  2,183$    (496,112)$  
Cash from non-capital financing activities 59,398     54,573    53,698     
Cash from capital financing activities 111,822    (236,526)  46,462     
Cash from investing activities 210,871    178,254   315,051    
   Net change in cash 78,167     (1,516)    (80,901)    

Cash beginning of year 632,393    633,909   714,810    
Cash end of year 710,560$   632,393$  633,909$   

For the years ended June 30,

 
 

Cash from operating activities decreased ($303,924)  for the year ended June 30, 
2010 compared to an increase of $2,183 for the year  ended June 30, 2009 
primarily due to decreases in general appropriation s, contributions received 
from IPR and cash received for underwriting. 
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KUNI RADIO GROUP 
 

Management’s Discussion and Analysis 
(Unaudited) 

For the Years Ended June 30, 2010, 2009 and 2008 
 

 
Cash from non-capital financing activities increase d to $59,398 for the year 
ended June 30, 2010 compared to $54,573 for the yea r ended June 30, 2009 due to 
cash received from tower rentals increased in 2010.   

Cash from capital financing activities increased to  $111,822 for the year ended 
June 30, 2010 compared to ($236,526) for the year e nded June 30, 2009 primarily 
due to a significant increase in cash received from  equipment grants and a 
decrease in purchases of capitalized equipment duri ng 2010. 

Cash from investing activities increased to $210,87 1 for the year ended June 
30, 2010 compared to $178,254 for the year ended Ju ne 30, 2009 due to cash 
proceeds from the sale of securities increased duri ng 2010.  This increase was 
offset by an increase in the use of cash for acquis itions of securities in 
2010. 

The net increase in cash and cash equivalents was $ 78,167 for the year ended 
June 30, 2010 compared to a net decrease in cash of  ($1,516) for the year ended 
June 30, 2009.  Cash balances increased at the end of the fiscal year and were 
comparable at the end of the two previous fiscal ye ars.  The increase in cash 
is typically considered a positive financial indica tor. 

ECONOMIC OUTLOOK 

The management of IPR is not aware of any extraordi nary items that would impact 
the viability of KUNI going forward.  IPR continues  to make major steps toward 
fully integrating the organization, enhancing opera ting efficiencies and 
decreasing its financial dependence on the three Re gents’ universities.   

IPR continues to invest in technology, training and  human resources to 
accommodate the changing economic environment and u nderstands the need to 
maintain current funding sources as well as cultiva ting private funding 
sources. IPR is fully engaged in its effort to assu re its sustainability for 
the coming years.   

CONTACTING KUNI RADIO GROUP’S FINANCIAL MANAGEMENT 

This financial report is designed to provide users with a general overview of 
KUNI’s finances and to demonstrate accountability f or the funds received.  
Questions regarding this report or requests for add itional information should 
be directed to the Chief Administrative Officer, Io wa Public Radio, Inc., 2111 
Grand Avenue, Suite 100, Des Moines, Iowa, 50312. 

Requests for information related to the Friends of KHKE/KUNI, Inc. should be 
directed to the Chief Administrative Officer, Iowa Public Radio, Inc., 2111 
Grand Avenue, Suite 100, Des Moines, Iowa, 50312. 
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INDEPENDENT AUDITOR’S REPORT

To the Governing Board of 
 KUNI-FM/KHKE-FM
 University of Northern Iowa:

We have audited the accompanying statements of net assets of KUNI-
FM/KHKE-FM Radio (the Station), a public telecommun ications entity
operated by the University of Northern Iowa, as of June 30, 2010
and 2009 and the related statements of revenues, ex penses, and
changes in net assets and cash flows for the years then ended.
These financial statements are the responsibility o f the Station’s
management.  Our responsibility is to express an op inion on these
financial statements based on our audits. We audite d the financial
statements of Friends of KHKE/KUNI, Inc., an includ ed entity,
which statements reflect total assets and revenues constituting 46
percent and 8 percent, respectively, of the related  totals.

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 pla n and perform
the audit to obtain reasonable assurance about whet her the
financial statements are free of material misstatem ent. The
financial statements of Friends of KHKE/KUNI, Inc. were not
audited in accordance with Government Auditing Standards.  An
audit includes examining, on a test basis, evidence  supporting the
amounts and disclosures in the financial statements .  An audit
also includes assessing the accounting principles u sed and
significant estimates made by management, as well a s evaluating
the overall financial statement presentation. We be lieve that our
audits provide a reasonable basis for our opinion.

As discussed in Note 1, the financial statements of  KUNI-FM/KHKE-
FM Radio are intended to present the financial posi tion and the
changes in financial position and cash flows of onl y that portion
of the business type activities of the University o f Northern Iowa
that is attributable to the transactions of KUNI-FM /KHKE-FM Radio.
They do not purport to, and do not present fairly t he financial
position of the University of Northern Iowa as of J une 30, 2010
and 2009 and the changes in its financial position and its cash
flows for the years ended in conformity with accoun ting principles
generally accepted in the United States of America.  

In our opinion, based on our audits, the financial statements
referred to on the prior page present fairly, in al l material
respects, the financial position of KUNI-FM/KHKE-FM  Radio as of
June 30, 2010 and 2009, and the results of its oper ations and cash
flows for the years then ended in conformity with a ccounting
principles generally accepted in the United States of America.

Phone: 515-274-4804

Fax:     515-274-4807

E-Mail: info@chncpa.com

Website: www.chncpa.com

Dale E. Cremers, CPA

Robert W. Holtzbauer, CPA

Roger D. Nearmyer, CPA

6200 Aurora Avenue

Suite 600W

Urbandale, IA 50322-2871

Members:

PCPS Section of the 

American Institute of 

Certified Public Accountants

Iowa Society of Certified Public

Accountants

Forensic Accountants 

Society of North America



In accordance with Government Auditing Standards, we have also issued our report
dated May 25, 2011  on our consideration of KUNI-FM/KHKE-FM Radio’s int ernal control
and on our tests of its compliance with certain pro visions of laws, regulations,
contracts, and grants.  Those reports are an integr al part of the audit performed
in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

The purpose of these reports is to describe the sco pe of our testing of internal
control over financial reporting and compliance and  the results of that testing,
and not provide an opinion on the internal control over financial reporting or on
compliance. These reports are an integral part of a n audit performed in accordance
with Government Auditing Standards and should be considered in assessing the
results of our audit. 

The Management’s Discussion and Analysis on pages 1  through 6 is not a required
part of the financial statements but is supplementa ry information required by the
Governmental Accounting Standards Board.  We have a pplied certain limited
procedures, which consisted principally of inquirie s of management regarding the
methods of measurement and presentation of the supp lementary information.  However,
we did not audit the information and express no opi nion on it.

The accompanying supplementary information, on page s 25 and 26 is presented for
purposes of additional analysis and is not a requir ed part of the financial
statements and, in our opinion, is fairly stated in  all material respects in
relation to the financial statements taken as a who le.   

Cremers, Holtzbauer & Nearmyer, P.C.
CREMERS, HOLTZBAUER & NEARMYER, P.C.
Certified Public Accountants

May 25, 2011



KUNI-FM/KHKE-FM

STATEMENTS OF NET ASSETS

June 30, 2010 and 2009

    2010       2009   
ASSETS

 
CASH AND CASH EQUIVALENTS $   710,560 $   632,393
CERTIFICATES OF DEPOSIT      51,840     154,207
INVESTMENTS   1,572,655   1,487,607
INTEREST RECEIVABLE         428       1,323
UNDERWRITING RECEIVABLE, net of allowance
 for doubtful accounts of $-0- in 2010
 and $2,500 in 2009         -0-      31,247
DUE FROM IOWA PUBLIC RADIO      48,852      93,359
GRANTS RECEIVABLE      78,557     178,409
ACCOUNTS RECEIVABLE - net of allowance for
 doubtful accounts of $-0- in 2010 and 2009       1, 533         -0-
PREPAID EXPENSES      78,384      47,846

Total current assets   2,542,809   2,626,391

CAPITAL ASSETS, net   1,176,907   1,070,298

TOTAL $ 3,719,716 $ 3,696,689

LIABILITIES AND NET ASSETS

ACCOUNTS PAYABLE $    64,669 $    23,157
DUE TO UNIVERSITY OF NORTHERN IOWA      50,598     17 8,409
ADVANCED PAYMENTS ON UNDERWRITING AGREEMENTS         -0-      31,308
ACCRUED COMPENSATED ABSENCES     102,000     152,000
CURRENT PORTION - EARLY RETIREMENT
 BENEFITS PAYABLE       7,684         -0-

Total current liabilities     224,951     384,874

EARLY RETIREMENT BENEFITS PAYABLE - net
  of current portion      28,414         -0-

Total liabilities     253,365     384,874

NET ASSETS:
  Invested in capital assets   1,176,907   1,070,298
  Restricted     101,816     200,184
  Unrestricted   2,187,628   2,041,333

Total net assets   3,466,351   3,311,815

TOTAL $ 3,719,716 $ 3,696,689

The accompanying notes are an integral part of thes e financial statements.
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KUNI-FM/KHKE-FM

STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN NET ASSETS

For the Years Ended June 30, 2010 and 2009

    2010       2009   
OPERATING REVENUES:

Support from the University of Northern Iowa:
  General appropriation $   462,619 $   596,330
  Institutional, physical plant and occupancy     45 3,862     454,623
Support from Iowa Public Radio:
  Membership and fund-raising campaigns     538,035     486,680
  Program underwriting     161,408         -0-
  State appropriations     114,670     164,166
  Special events         -0-      13,593    
Community service grants     224,514     177,303
Program underwriting      97,105     163,288
Grants from state agencies         -0-       1,300
Contributed support from memberships 
  and fund-raising       1,400         910
Special events and other      57,917      44,705

Total operating revenues   2 ,1 11,5 30   2 ,1 02,8 98

OPERATING EXPENSES:
Programming and production     867,635     784,623
Broadcasting     543,899     615,158
Program information     100,127     142,766
Management and general     733,521     654,596
Fund-raising and membership development     201,055     173,835

Total operating expenses   2,446,237   2,370,978

Operating loss income    (3 34,7 07)    (2 68,0 80)

NONOPERATING REVENUES (EXPENSES):
Rental income      60,931      54,573
Investment return     192,656    (325,312)
Equipment grants     265,594     184,130
Noncapitalized equipment     (29,938 )     (45,259 )

Total nonoperating revenues
 (expenses) - net     489,243    (131,868 )

CHANGE IN NET ASSETS     154,536    (399,948)

NET ASSETS:
Beginning of year   3,311,815   3,711,763

END OF YEAR $ 3,466,351 $ 3,311,815

The accompanying notes are an integral part of thes e financial statements.
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KUNI-FM/KHKE-FM

STATEMENTS OF CASH FLOWS

For the Years Ended June 30, 2010 and 2009

    2010       2009   
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from University of Northern Iowa
 general appropriations $   462,619 $   596,330
Cash received from community service grants     224, 514     177,303
Cash received from program underwriting      99,543     182,005
Cash received from Iowa Public Radio membership
 and fund-raising campaigns     233,638     319,027
Cash received from memberships and fund-raising       1,626      28,627
Cash received from other revenue      57,691       3, 074
Cash payments to employees for salaries, wages
 and benefits    (788,800)    (995,512)
Cash payments to suppliers for goods and services    (594,755 )    (308,671 )

Net cash flows provided (used)
 by operating activities    (3 03,9 24)       2 ,1 83

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES :
Cash received from tower rental      59,398      54,573

Net cash flows provided by non-capital 
 financing activities      59,3 98      54,5 73

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES :
Cash received from equipment grants     365,445       5,721
Purchase of equipment - noncapitalized     (29,938)     (45,259)
Purchase of equipment - capitalized    (223,685)    ( 181,988)
Purchase of intangibles         -0-     (15,000 )

Net cash flows provided (used) by 
 investing activities     1 11,8 22    (2 36,5 26)

CASH FLOWS FROM INVESTING ACTIVITIES :
Proceeds from sale of investments     764,138     684 ,517
Cash received from investment income      39,169      48,232
Acquisition of investments    (592,436 )    (554,495 )

Net cash flows provided by investing activities     210,871     178,254

NET INCREASE (DECREASE) IN CASH 
 AND CASH EQUIVALENTS      78,167      (1,516)

CASH AND CASH EQUIVALENTS - beginning of year     63 2,393     633,909

CASH AND CASH EQUIVALENTS - end of year $   710,560 $   632,393

Continued......

The accompanying notes are an integral part of thes e financial statements.
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KUNI-FM/KHKE-FM

STATEMENTS OF CASH FLOWS

For the Years Ended June 30, 2010 and 2009

    2010       2009   

RECONCILIATION OF OPERATING LOSS TO
 NET CASH FLOWS FROM OPERATING ACTIVITIES:
Operating loss  $  (334,707) $  (268,080)
Transactions not requiring cash:

Depreciation expense     117,076      98,684
Increase (decrease) in:
 Underwriting receivable      31,247      (5,031)
 Noncapital grants receivable         -0-       1,700
 Due from Iowa Public Radio      44,507      54,428
 Inventory         -0-       1,688
 Prepaid expenses     (30,538)       8,449
Increase (decrease) in:
 Accounts payable      54,619      (8,898)
 Due to University of Northern Iowa    (140,918)     178,409
 Advanced payments on underwriting agreements     (3 1,308)       6,834
 Compensated absences payable     (50,000)     (66,00 0)
 Early retirement benefits payable      36,098         -0-

Net cash flows provided (used)
 by operating activities $  (303,924 ) $     2,183

   Concluded..

The accompanying notes are an integral part of thes e financial statements.
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KUNI-FM/KHKE-FM

NOTES TO FINANCIAL STATEMENTS

June 30, 2010 and 2009

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POL ICIES

Reporting Entity

KUNI-FM/KHKE-FM (“the Station”) is a department of the University of Northern
Iowa (“the University”), under the governance of th e Board of Regents, State
of Iowa (Board of Regents). Because the Board of Re gents holds the corporate
powers of the Station it is not deemed to be legall y separate. Accordingly,
for financial reporting purposes, the Station is in cluded in the financial
report of the University, and the University is inc luded in the financial
report of the State of Iowa, the primary government , as required by U.S.
generally accepted accounting principles. The Stati on is classified as a
state instrumentality under Internal Revenue Code S ection 115 and is exempt
from federal income taxes. Certain activities of th e Station may be subject
to taxation as unrelated business income under Inte rnal Revenue Code Sections
511 to 514. 

The accompanying financial statements of KUNI-FM/KH KE-FM Radio include as a
blended component unit, Friends of KHKE/KUNI, Inc. (Friends) a nonprofit Iowa
Corporation governed by a self-appointed 18-member board.  Intercompany
transactions and balances have been eliminated in c ombination.  A copy of the
Friend’s financial statements may be obtained by co ntacting the Broadcasting
Services Department at the University of Northern I owa.

Basis of Presentation

The financial statements are prepared in conformity  with accounting
principles generally accepted in the United States of America as prescribed
by the Governmental Accounting Standards Board (GAS B).

The Station applies all applicable GASB pronounceme nts, as well as the
following pronouncements issued on or before Novemb er 30, 1989, unless these
pronouncements conflict with or contradict GASB pro nouncements:  Financial
Accounting Standards Board Statements and Interpretations, Accounting
Principles Board Opinions and Accounting Research Bulletins.  
For financial reporting purposes, the Station is co nsidered a special-purpose
government engaged only in business-type activities  as defined in GASB
Statement No. 35. Accordingly, the financial statem ents of the Station have
been prepared using the economic resources measurem ent focus and the accrual
basis of accounting. As a result, revenues are reco gnized when earned,
expenses are recorded when an obligation has been i ncurred, and all
significant component unit transactions have been e liminated. 

 
Nature of Activities

The Station’s programming is entirely devoted to ed ucational, informational,
or cultural programs for general audiences. The Sta tion is the licensee of
public radio stations located in the State of Iowa.  A significant portion of
the Station’s funding is received from the Universi ty of Northern Iowa and
Iowa Public Radio.
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1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POL ICIES - Continued

Net Assets

The Station’s net assets are classified as follows:

 Invested in capital assets, net - Capital assets, net of accumulated 
depreciation.

Restricted, nonexpendable - Net assets subject to externally imposed
restrictions in which the donors or other outside s ources have stipulated the
principal is to be maintained inviolate and retaine d in perpetuity and
invested for the purpose of producing income which will either be expended or
added to principal. 

Restricted, expendable - Net assets subject to externally imposed restrictio ns
on use of resources either legally or contractually . 

Unrestricted - Net assets not subject to externally imposed restr ictions and
which may be used to meet current obligations for a ny purpose or designated
for specific purposes by action of management.

When an expense is incurred in which both unrestric ted and restricted net
assets are available, the Station’s policy is to fi rst apply the expense
against the restricted, and then toward the unrestr icted asset. 

Restricted net assets are available for the followi ng purposes:

    2010       2009  
Restricted, expendable:

CPB Community Service Grants $   101,816 $   200,184

Total restricted net assets $   101,816 $   200,184

Estimates

The preparation of financial statements in conformi ty with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that a ffect the reported amounts
of assets and liabilities and disclosure of conting ent assets and liabilities
at the date of the financial statements and the rep orted amount of revenues
and expenditures during the reported period. Actual  results could differ from
those estimates.

Capital Assets

Capital assets are recorded at cost, or in the case  of donated property at the
estimated fair value on the date received. All capi tal asset expenditures in
excess of $5,000 are capitalized. Depreciation is c omputed using the straight-
line method, with useful lives ranging from 5 to 15  years for all capitalized
items. Depreciation charged to operations for fisca l years ended 2010 and 2009
was $117,076 and $98,684, respectively.
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1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POL ICIES - Continued

Pledges and Contributions

The Station encourages individuals, businesses and other organizations to
provide support for specific and general programmin g. Prior to 2009, Friends
engaged in periodic fund-raising campaigns on behal f of the Station using on-
air, online and mail fund-raising appeals. Starting  in 2009, Iowa Public Radio
took over these functions. A portion of the contrib utions are made by pledges.
Contributions, including unconditional pledges, are  recognized in the period
received or given, net of an allowance for uncollec tible pledges, if
appropriate. Contributions are classified as operat ing revenues unless
restricted. Support from Iowa Public Radio is recog nized when Iowa Public
Radio pledges an allocation of support from its fun d-raising efforts.

Underwriting Receivables

Underwriting receivables were carried at original i nvoice amount less an
estimate made for doubtful receivables based on a r eview of all outstanding
amounts. As of December 1, 2009, Iowa Public Radio,  Inc. has assumed the
billing for and collection of underwriting activiti es. 

University Support and Grant Revenue

University support is recorded as revenue when expe nditures are incurred. 
Grants and other support to finance capital assets are recognized when the
expenditures are incurred. Grants to finance noncap ital projects are recorded
when awarded by the grantor.

Program Underwriting Support

Underwriting support is treated as conditional cont ributions, and recognized
when the conditions are met based on the terms of t he underwriting agreements,
and are recognized primarily on a pro rata basis as  the underwriters are
acknowledged.

In-kind Contributions

As more fully described in Notes 2 and 3, the Stati on receives various types
of in-kind support. The fair value of this support is recognized as revenue
and expense on the Statements of Revenues, Expenses  and Changes in Net Assets.

Contributed services are recognized as contribution s if the services received,
create or enhance a long-lived asset or require spe cialized skills provided
by individuals possessing those skills and would ty pically need to be
purchased if not provided by donation. Volunteers p rovide a variety of tasks
that assist the Station throughout the year that ha ve not been recognized as
contributions in the financial statements because t he criteria for recognition
was not met.

Operating and Nonoperating Activities

Operating activities generally result from the prov ision of public
broadcasting and from the production of program mat erial for distribution.
Revenues associated with, or restricted by donors f or use for capital
improvements, and revenues and expenses that result  from financing and
investing activities are recorded as nonoperating r evenues.
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1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POL ICIES - Continued

Functional Allocation of Expenses

The costs of providing program services and other a ctivities are summarized
on a functional basis in the Statements of Revenues , Expenses and Changes in
Net Assets and in the Schedule of Functional Expens es. Accordingly, certain
costs have been allocated between the program and s upporting services on the
basis of benefits received.  

Advertising

Advertising costs are charged to operations in the period in which they are
incurred. Advertising expense charged to operations  for fiscal years ended
2010 and 2009 was $30 and $3,633, respectively.

Newly Adopted Accounting Pronouncents

The Station adopted GASB 51 - Accounting and Financial Reporting for
Intangible Assets (GASB 51) effective July 1, 2009. GASB 51 requires that all
intangible assets not specifically excluded be clas sified as capital assets.
The adoption of GASB 51 did not have a material impact on the financial
position or results of operations of the Station.  

Reclassification

Certain 2009 amounts have been reclassified to conf orm with the 2010
presentation.

2. TRANSACTIONS WITH THE UNIVERSITY OF NORTHERN IOWA

The Station receives general appropriations from th e University to help
support its operating cost.  General appropriations  awarded to the Station for
the years ended June 30, 2010 and 2009 were $462,61 9 and $596,330,
respectively. 

The Station receives indirect support from the Univ ersity, which consists of
allocated institutional support, physical plant and  office and studio
occupancy costs incurred by the University for whic h the Station received
benefits. The value of the indirect support is comp uted using the valuation
method currently advocated by the Corporation for P ublic Broadcasting, which
approximates fair value. The value of the indirect support was $453,862 and
$454,623 for the years ended June 30, 2010 and 2009 , respectively.

As of June 30, 2010 and 2009, the Station received advances from the
University of Northern Iowa in the amounts of $50,5 98 and $178,409,
respectively. These amounts represent disbursements  made from Station fund
accounts before the funds were received and/or allo cated to the fund accounts. 

During 2010, Iowa Public Radio, Inc. assumed underw riting functions for the
Station. Program underwriting from various departme nts of the University
totaled $14,014. This amount was allocated to the S tation and the other State
of Iowa Universities’ Radio Stations, based on allo cation of airing of the
underwriting announcements. 

Program underwriting from various departments of th e University totaled
$19,298 during the year ended June 30,2009. 

Financial statements for the University of Northern  Iowa can be obtained from
the University’s Financial Accounting and Reporting  Services Department at 122
Long Hall, University of Northern Iowa, Cedar Falls , IA 50614 or from the
website at www.uni.edu.
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3. TRANSACTIONS WITH IOWA PUBLIC RADIO

The Board of Regents of the State of Iowa establish ed Iowa Public Radio, Inc.
(IPR) to support, promote and manage the operations  of the public radio
stations licensed to the State University of Iowa, Iowa State University of
Science and Technology and the University of Northe rn Iowa.  IPR is governed
by a Board of Directors, with one licensee director  appointed by each
university President.

IPR engages in fund-raising and underwriting campai gns on behalf of the
Station through the use of on-air, online and direc t mail fund-raising
appeals.  As a result of its fund-raising efforts, IPR periodically allocates
a portion of its revenues to the Station.  The Stat ion recognized
contributions from IPR in the amount of $189,131 an d $264,599 for the years
ended June 30, 2010 and 2009, respectively. Contrib utions due from IPR were
$48,852 and $93,359 as of June 30, 2010 and 2009, r espectively.

IPR receives a state appropriation from the Board o f Regents and periodically
allocates a portion of the annual appropriation to the Station.

IPR also provides various services that benefit the  Station, which would
otherwise be purchased, and are recorded at fair va lue as support from IPR and
as an equal amount of expense recorded as professio nal services provided by
IPR. The Station recognized donated services from I PR in the amount of
$624,982 and $399,840 for the years ended June 30, 2010 and 2009,
respectively.

The following is a summary of the cash and noncash transactions with IPR for
the year ended June 30, 2010:

   Cash     Noncash    Total   

Memberships and fund-raising
  campaigns $  189,131 $  348,904 $   538,035

Program underwriting        -0-    161,408     161,408
State appropriation        -0-    114,670     114,670
Special events        -0-        -0-         -0-

$  189,131 $  624,982 $   814,113

The following is a summary of the cash and noncash transactions with IPR for
the year ended June 30, 2009:

   Cash     Noncash    Total   

Memberships and fund-raising
  campaigns $  264,599 $  222,081 $   486,680

Program underwriting        -0-        -0-         -0-
State appropriation        -0-    164,166     164,166
Special events        -0-     13,593      13,593

$  264,599 $  399,840 $   664,439

Financial statements for Iowa Public Radio, Inc. ca n be obtained from Iowa
Public Radio at 2111 Grand Avenue, Suite 100, Des M oines, IA 50312 or from the
website at www.iowapublicradio.org.
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4. THE CORPORATION FOR PUBLIC BROADCASTING COMMUNITY SERVICE GRANTS

The Corporation for Public Broadcasting (CPB) is a private, nonprofit
grantmaking organization responsible for funding mo re than 1,000 television
and radio stations. CPB distributes annual Communit y Service Grants (CSGs) to
qualifying public broadcasting entities. CSGs are u sed to augment the
financial resources of public broadcasting entities  and thereby to enhance the
quality of programming and expand the scope of publ ic broadcasting services.
Each CSG may be expended over one or two federal fi scal years as described in
the Communications Act, 47 United States Code Annot ated, Section 396(k)(7).
In any event, each grant must be expended within tw o years of the initial
grant authorization.

According to the Communications Act, funds may be u sed at the discretion of
recipients for purposes relating primarily to produ ction and acquisition of
programming. Also, the grants may be used to sustai n activities begun with
CSGs awarded in prior years.

Certain General Provisions must be satisfied in con nection with application
for and use of the grants to maintain eligibility a nd meet compliance
requirements. These General Provisions pertain to t he use of grant funds,
record keeping, audits, financial reporting, mailin g lists, and licensee
status with the Federal Communications Commission.

The CSGs are reported on the financial statements a s increases in temporarily
restricted net assets when the Station receives the  grants. Upon satisfaction
of the time and purpose restrictions, they are repo rted as a release from
temporarily restricted net assets and an increase i n unrestricted net assets. 

Community Service Grants received and expended duri ng the reported fiscal
years are as follows:

       Expended       Uncommitted
Year of   Grants Balance at
 Grant  Received    2009      2010     6/30/10  

   
 2008 $  169,393 $  146,512 $   22,881 $       -0-
 2009    177,303        -0-    172,478       4,825
 2010    224,514        -0-    127,523      96,991

5. CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and cash equivalents are held by the Universit y of Northern Iowa
Foundation, University of Northern Iowa and Friends  and consists of
unrestricted cash on hand, in checking, savings, an d money market accounts,
and highly liquid investments with original maturit ies of less than three
months. Cash equivalents are readily convertible to  known amounts of cash. 

 
Investments of Friends are in certificates of depos it, mutual funds and stocks
and are stated at quoted fair value, and are summar ized as follows as of
June 30, 2010:

  Market Unrealized
        Type                 Cost      Value   Gain (Loss)

Certificate of deposit $    51,840 $    51,840 $       -0-
Mutual funds     973,458   1,057,677      84,219
Stocks     525,397     483,768     (41,629)
Unit investment trust      20,093      31,210      11,117

        
    Total $ 1,570,788 $ 1,624,495 $    53,707
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5. CASH, CASH EQUIVALENTS AND INVESTMENTS - continue d

The balances as of June 30, 2009 is summarized as f ollows:

  Market Unrealized
        Type                 Cost      Value   Gain (Loss)

Certificates of deposit $   154,207 $   154,207 $       -0-
Mutual funds   1,046,809   1,035,388     (11,421)
Stocks     524,035     424,832     (99,203)
Unit investment trust      20,110      27,387       7,277

        
    Total $ 1,745,161 $ 1,641,814 $  (103,347 )

Investment return was comprised of the following ba lances for the fiscal years
2010 and 2009:

     Description                2010       2009   

Dividends and interest    $    43,408 $    78,560
Realized gains (losses)            115    (186,717)
Unrealized gains (losses)        154,266    (212,082)
Investment fees         (5,133 )      (5,073 )

Investment return    $   192,656 $  (325,312 )

The Station’s cash and cash equivalents and investm ents are subject to the
following risks:

Interest Rate Risk

Interest rate risk is the risk that changes in inte rest rates will
adversely affect the fair value of an investment.

Credit Risk

Credit risk is the risk that an issuer or other cou nter party to an
investment will not fulfill its obligations.  Frien ds manages credit
risk by diversification to multiple counter parties .

Concentration of Credit Risk

Concentration of credit risk is the risk of loss at tributed to the
magnitude of an investment in a single issuer.  As of June 30, 2010, the
Station’s cash and cash equivalents were highly con centrated in
University and Foundation cash accounts and the inv estments were
concentrated in Friends’s brokerage accounts.

Custodial Credit Risk

Custodial credit risk is the risk that in the event  of failure of a
depository financial institution, the Station may n ot be able to recover 
deposits or collateral securities. As of June 30, 2 010, the carrying
amount of deposits with the University totaled $611 ,739. The cash
accounts of the University are FDIC insured or cove red by the State of
Iowa Sinking Fund. Friends investments are held by a number of
custodians.  
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5. CASH, CASH EQUIVALENTS AND INVESTMENTS - continue d

The Station’s investments held by the Foundation ar e held by a number of
custodians. As of June 30, 2010, the carrying amoun t of deposits with the
Foundation totaled $8,534. The Foundation maintains  deposits in financial
institutions that consistently exceed the FDIC insu red limit. The Foundation
has not experienced any losses in such accounts, an d management believes it
is not exposed to any significant credit risk.

6. CAPITAL ASSETS

A summary of capital assets at June 30, 2010 and 20 09 is as follows:

 June 30,  June 30,
   2009   Additions Reductions    2010   

Nondepreciable assets:
 Broadcast and Digital License $   15,000 $     -0- $      -0- $   15,000

Total nondepreciable assets     15,0 00       - 0-        - 0-     15,0 00

 Towers & transmission equipment  1,431,296   164,598     26,401  1,569,493
 Broadcast & production equipment    436,442    51,922     15,920    472,444
 Office furniture & equipment     54,825     7,165     19,868     42,122

Total depreciable 
  capital assets  1 ,9 22,5 63   2 23,6 85     62,1 89  2 ,0 84,0 59

Less accumulated depreciation:
 Towers & transmission equipment    535,547    86,441     26,401    595,587
 Broadcast & production equipment    304,752    26,312     15,920    315,144
 Office furniture & equipment     26,966     4,323     19,868     11,421

Total accumulated depreciation   867,265   117,076     62,189    922,152

Depreciable assets - net  1,055,298   106,609        -0-  1,161,907

Capital assets - net $1,070,298 $ 106,609 $      -0- $1,176,907

 June 30,  June 30,
   2008   Additions Reductions    2009   

Nondepreciable assets:
 Broadcast and Digital License $      -0- $  15,000 $      -0- $   15,000
 

Total nondepreciable assets        - 0-    15,0 00        - 0-     15,0 00

Depreciable capital assets:
 Towers & transmission equipment  1,288,258   181,988     38,950  1,431,296
 Broadcast & production equipment    443,447       -0-      7,005    436,442
 Office furniture & equipment     54,825       -0-        -0-     54,825

Total depreciable capital
  assets  1 ,7 86,5 30   1 81,9 88     45,9 55  1 ,9 22,5 63

Less accumulated depreciation:
 Towers & transmission equipment    506,796    67,701     38,950    535,547
 Broadcast & production equipment    284,737    27,020      7,005    304,752
 Office furniture & equipment     23,002     3,964        -0-     26,966

Total accumulated
  depreciation    814,535    98,685     45,955    867,265

Depreciable assets - net    971,995    83,303        -0-  1,055,298

Capital assets - net $  971,995 $  98,303 $      -0- $1,070,298
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6. CAPITAL ASSETS - continued

The Station acquired three IBIQUITY digital license s as part of the digital
conversion grants awarded by The Corporation for Pu blic Broadcasting. The
licenses have a perpetual life and can be renewed i ndefinitely at little cost
to the Station. The Station intends to renew the li cense indefinitely. The
digital licenses are not subject to amortization.

7. EQUIPMENT LIENS

Equipment purchased with National Telecommunication s and Information
Administration Grants is subject to a ten year lien , during which time the
U.S. Department of Commerce retains a priority reve rsionary interest. The
equipment is considered to be owned by the Universi ty of Northern Iowa, and
is included in the investment in broadcasting equip ment at net book value.

8. COMPENSATED ABSENCES

University employees accumulate vacation and sick l eave under the provisions
of Chapter 79 and 262 of the Code of Iowa, and it i s the policy of the State
to liquidate these accrued benefits under specific circumstances. Accrued
vacation is paid at 100% of the employees’ hourly r ate upon retirement, death
or termination and accrued sick leave is paid at 10 0% of the hourly rate up
to a maximum of $2,000 upon retirement. As of June 30, 2010 and 2009, the
amount to liquidate accrued vacation and sick leave  amounts to approximately
$102,000 and $152,000, respectively.

9. RETIREMENT PLANS

The Station’s employees participate in retirement p lans through the
University of Northern Iowa:

Teachers Insurance and Annuity Association (TIAA-CR EF)

The University contributes to the Teachers Insuranc e and Annuity Association
- College Retirement Equity Fund (TIAA-CREF) retire ment program, which is a
defined contribution plan. TIAA-CREF administers th e retirement plan for the
University. The defined contribution retirement pla n provides individual
annuities for each plan participant. The Board of R egents establishes and
amends the plan’s provision and contribution requir ements. As required by the
Board of Regent’s policy, all eligible University e mployees must participate
in a retirement plan from the date they are employe d. Contributions made by
both employer and employee vest immediately. As spe cified by the contract
with TIAA-CREF for fiscal year 2010 and 2009, each employee through the fifth
year of employment contributes 3 1/3% of the first $4,800 of earnings and 5%
on the balance of earnings. The University, through  the fifth year of
employment, is required to contribute 5 1/3% and 6 2/3%, respectively of the
first $4,800 of earnings and 8% and 10%, respective ly on earnings above the
$4,800. Upon completion of five years of service, t he participant contributes
5% and the University 8% and 10%, respectively on a ll earnings.
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9. RETIREMENT PLANS - continued

Iowa Public Employees Retirement System

Each public university contributes to the Iowa Publ ic Employees Retirement
System (IPERS) which is a cost-sharing multiple-emp loyer defined benefit
pension plan administered by the State of Iowa. IPE RS provides retirement and
death benefits, which are established by State stat ute to plan members and
beneficiaries. IPERS issues a publicly available fi nancial report that
includes financial statements and required suppleme ntary information. The
report may be obtained by writing to IPERS, PO Box 9117, Des Moines, IA
50306-9117. For the years ended June 30, 2010 and 2 009, plan members are
required to contribute 4.3% and 4.1%, respectively,  of their annual covered
salary and the University is required to contribute  6.65% and 6.35%,
respectively, of annual covered payroll.

The Station’s share of employer contributions to Un iversity TIAA-CREF and
IPERS retirement plans is included in salaries, wag es and benefits expense
for the years ended June 30, 2010 and 2009.

Early Retirement Incentive Program

During the fiscal year ended June 30, 2010, the Sta tion had three employees
elect participation in the Early Retirement Incenti ve Program offered by the
University of Northern Iowa. Eligible employees wer e required to have been 57
years or older and their age plus years of service had to equal 70 or more on
or before the date of retirement. Employees who met  the eligibility
requirements and had to apply for the program by Ju ly 31, 2009 and retire
between June 1, 2009 and December 31, 2009. 

The University of Northern Iowa charges the Station  for the retirement
incentive portion of the Early Retirement Incentive  Program for the employee
who elected participation. The Station reimburses t he University of Northern
Iowa for the employer’s retirement contribution to TIAA-CREF for 5 years,
based on the employee’s annual salary as of May 1, 2009. In the event of the
employee’s death, the Station’s obligation to pay t he cost of the TIAA-CREF
contribution will cease on the first day of the mon th following the date of
death. 

As of June 30, 2010, the present value of future be nefits was $36,098. The
interest rate utilized to calculate the present val ue was 2.43%. All
incentive payments are on a pay-as-you-go basis.

For the year ended June 30, 2010, the Station inclu ded in expense $39,865
under this program. The current year activity is as  follows:

    2010   
Beginning balance $      -0-
Accrual of liability     39,865
Payments     (3,767 )

Ending balance $   36,098  

10. LEASE COMMITMENTS 

The University of Northern Iowa has entered into th e multiple operating
leases to rent tower space with several companies o n behalf of the Station. 
The leases generally begin with a five or ten year term, with five year
renewal options.  Tower rent included in expense in  2010 and 2009 was
$109,466 and $92,131, respectively. 
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10. LEASE COMMITMENTS  - continued

Future minimum lease payments for the noncancellabl e operating leases for the
next five years and in aggregate are as follows:

  Year   Amount 
  2011 $ 94,207
  2012   88,502
  2013   90,673
  2014   92,358
  2015   74,587

     Total $440,327

The Station is the lessor of transmitters and space  on its broadcast towers
under operating leases expiring in various years th rough 2014.

Minimum future rentals to be received on noncancell able leases as of
June 30, 2010 for each of the next 4 years and in t he aggregate are as
follows: 

  Year   Amount 

  2011 $ 34,955
  2012   34,955
  2013   34,955
  2014   12,879

     Total $117,744

11. COMMITMENTS

The Station has started construction of an addition al repeater location. This
has resulted in the following construction-in-progr ess and commitments to
future expenditures to complete these projects:

 Estimated
 Estimated    Costs   Cost to

   Description       Cost     Incurred  Complete  

Repeater construction $   621,036 $    71,379 $   549,157

12. RISK MANAGEMENT

The Station is exposed to various risks of loss rel ated to property loss,
liability under tort, theft, damage to or the destr uction of assets, errors
and omissions, injuries to employees and natural di sasters. These risks are
subject to the same insurance coverage as the Unive rsity which includes
catastrophic property insurance, self-insured liabi lity losses and limited
motor vehicle liability coverage.

13. NONFEDERAL FINANCIAL SUPPORT

The Corporation for Public Broadcasting (CPB) alloc ates a portion of its
funds annually to public broadcasting entities, pri marily based on nonfederal
financial support (NFFS). NFFS is defined as the to tal value of cash and the
fair market value of property and services received  as either a contribution
or a payment and meeting all of the respective crit eria for each.
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13. NONFEDERAL FINANCIAL SUPPORT - continued

A “contribution” is cash, property or services give n to a public broadcasting
entity for general operation purposes. Support rece ived as a contribution by
a public broadcasting entity must meet the followin g criteria to be
includable as NFFS: (1) the source may be an entity  except the federal
government or any other public broadcasting entity;  (2) the contribution may
take the form of a gift, grant, bequest, or donatio n or appropriation; (3)
the purpose must be for the construction or operati on of a noncommercial,
educational public broadcast station or for the pro duction, acquisition,
distribution or dissemination of educational televi sion or radio program and
related activities; and (4) the recipient must be a  public broadcasting
entity on behalf of a public broadcast station. How ever, to eliminate
distortions in the television CSG grant program pre cipitated by extraordinary
infusions of new capital investments in direct tele vision, all capital
contributions received for purposes of acquiring ne w equipment or upgrading
existing or building new facilities regardless of s ource or form of the
contribution are not included in calculating the 20 09 NFFS. This change
excludes all revenues received for any capital purc hases.

The “payment” is cash, property or services receive d by a public broadcasting
entity from specific sources in exchange for specif ic services or materials.
Support received as a payment by a public broadcast ing entity must meet the
following criteria to be includable as NFFS: (1) th e source must be a state,
any agency or political subdivision of a state, an educational institution
or organization or a nonprofit entity; (2) the form  of the payment must be
appropriations or contract payments in exchange for  specific services or
materials; (3) the purpose must be for any related activity of the public
broadcasting station; and (4) the recipient must be  a public broadcasting
entity on behalf of a public broadcasting station.   

14. SUBSEQUENT EVENTS 

The Station has evaluated events and transactions f or possible adjustment or
disclosure through May 25, 2011, the date the finan cial statements were
available to be issued.  
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SUPPLEMENTAL SCHEDULES
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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

To the Governing Board of
   KUNI-FM/KHKE-FM Radio
   Cedar Falls, Iowa:

We have audited the financial statements of KUNI-FM /KHKE-FM (“the
Station”), as of and for the year ended June 30, 20 10 and have
issued our report thereon dated May 25, 2011. We co nducted our
audit in accordance with auditing standards applica ble to
financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United Sta tes.  We
audited the financial statements of Friends of KHKE /KUNI, Inc. as
described in our report on KUNI-FM/KHKE-FM Radio’s financial
statements.  The financial statements of Friends of  KHKE/KUNI,
Inc. were not audited in accordance with Government Auditing
Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered  the Station’s
internal control over financial reporting as a basi s for designing
our auditing procedures for the purpose of expressi ng our opinion
on the financial statements, but not for the purpos e of expressing
an opinion on the effectiveness of the Station’s in ternal control
over financial reporting. Accordingly, we do not ex press an
opinion on the effectiveness of the Station’s inter nal control
over financial reporting.  

Our consideration of internal control over financia l reporting was
for the limited purpose described in the preceding paragraph and
would not necessarily identify all deficiencies in internal
control over financial reporting that might be sign ificant
deficiencies or material weaknesses.  However, as d iscussed below,
we identified certain deficiencies in internal cont rol over
financial reporting that we consider to be signific ant
deficiencies and/or material weaknesses.

A control deficiency 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 p revent or
detect misstatements on a timely basis. 

See Independent Auditor’s Report.
-27-
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A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the Station’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is m ore than a remote likelihood
that a misstatement of the Station’s financial stat ements that is more than
inconsequential will not be prevented or detected b y the Station’s internal
control.

A material weakness is a significant deficiency, or combination of sig nificant
deficiencies, that results in more than a remote li kelihood that a material
misstatement of the financial statements will not b e prevented or detected by the
Station’s internal control.

We consider the following deficiencies to be materi al weaknesses as shown below. 
The auditee’s response to our findings is included for each identified finding:

  Material Weaknesses

10-1 Financial Statements

Management does not possess sufficient skill and ac counting knowledge to
prepare the Station’s financial statements. Managem ent also lacks the
expertise necessary to prevent, detect, and correct  a potential material
misstatement in the financial statements. Under the se conditions, the most
effective controls lie in the oversight by the gove rning board in regards to
financial reporting. 

Auditee’s Response

The Station acknowledges that they do not possess t he resources and
professional accounting skills to prepare a complet e financial statement and
the required disclosures. Subsequent to year end, t he governing board of Iowa
Public Radio, Inc. and management have hired financ ial employees capable of
preparing the financial statements. It is planned, in future years, that the
Station will prepare the annual financial statement s. The governing board and
management will continue to review internally prepa red monthly financial
statements and will review the annual financial sta tements with the auditor. 

10-2 Accounting

The Station has a “Public Service Operating Agreeme nt” with Iowa Public
Radio, Inc. (IPR). As part of the agreement, IPR is  responsible to provide
monthly financial statements. IPR maintains the mon thly information provided
by the Station. However, certain transactions that occurred during the year
were not recorded properly. 

We recommend that IPR work with the Station’s manag ement to develop a system
to properly summarize the Station’s information pro vided by the University
of Northern Iowa to be reported to IPR and provide necessary training to
ensure proper monthly reconciliations of such infor mation.

-28-



Auditee’s Response

Iowa Public Radio, Inc. (IPR) has a plan in place t o correct these procedures
and the plan included the employment of a chief fin ancial officer,
establishing controls, processes, procedures and pr otocols that are
consistent across the station groups and in complia nce with the Public
Service Operating Agreement.  In addition, IPR will  be conducting training
and development for the site administrators.

Compliance and Other Matters

As part of obtaining reasonable assurance about whe ther the Station’s financial
statements are free of material misstatement, we pe rformed tests of its compliance
with certain provisions of laws, regulations, contr acts and grant agreements,
noncompliance with which could have a direct and ma terial effect on the
determination of financial statement amounts. Howev er, providing an opinion on
compliance with those provisions was not an objecti ve 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. 

The Station’s response to the findings identified i n our audit is shown above and
identified as “Auditee’s Response.” We did not audi t the Station’s responses and,
accordingly, we express no opinion on them. 

This report is intended solely for the information and use of the governing board,
management, others within the Station and federal a warding agencies and pass-
through entities and is not intended to be and shou ld not be used by anyone other
than these specified parties. 

Cremers, Holtzbauer & Nearmyer, P.C.
CREMERS, HOLTZBAUER & NEARMYER, P.C.
Certified Public Accountants

May 25, 2011
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