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EASTERN MICHIGAN UNIVERSITY April 23, 2019

RECOMMENDATION

WEMU-FM FINANCIAL STATEMENTS AS OF JUNE 30,2018 AND
AUDITOR'S REPORT

ACTION REQUESTED

It is recommended that the Board of Regents receive and place on file the WEMU-FM Financial
Statements as of June 30, 2018 and related auditor’s report.

STAFF SUMMARY

WEMU-FM, Eastern Michigan University's public radio station, is required as a condition of
participation in the public broadcasting program to file an annual audited statement of financial
operations. Plante & Moran, PLLC prepares this audit annually as part of its financial audit
engagement with the University.

The financial report, statements and opinion are attached. Plante & Moran indicates that, in their
opinion, the financial statements present fairly the financial position of WEMU-FM as of June 30,
2018 and 2017. Additionally, it is Plante & Moran’s opinion that the changes in WEMU-FM’s financial
position and cash flows for the years ended 2018 and 2017 were in accordance with generally accepted
accounting principles. WEMU-FM realized a negative Change in Net Position of ($195,000) during the
period ended June 30, 2018 (see Condensed Statement of Revenues, Expenses and Changes in Net
Position, Page 5). Increased MPSERS and OPEB retirement benefits expenses and decreased
contributions were the largest contributing factors in the change in net position.

During their review, Plante & Moran did not identify any internal control material weaknesses or
significant deficiencies.

FISCAL IMPLICATIONS
None
ADMINISTRATIVE RECOMMENDATION

The proposed Board action has been reviewed and is recommended for Board approval.
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January 8, 2019

To the Board of Regents
Eastern Michigan University WEMU-FM

We have audited the financial statements of Eastern Michigan University WEMU-FM (WEMU-FM
or the “Station”) as of and for the year ended June 30, 2018 and have issued our report thereon
dated January 8, 2019. Professional standards require that we provide you with the following
information related to our audit.

Our Responsibility Under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated July 10, 2018, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does not
relieve you or management of your responsibilities. Our responsibility is to plan and perform the
audit to obtain reasonable, but not absolute, assurance that the financial statements are free of
material misstatement.

As part of our audit, we considered the internal control of Eastern Michigan University WEMU-
FM. Such considerations were solely for the purpose of determining our audit procedures and not
to provide any assurance concerning such internal control.

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such matters.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our meeting about planning matters on July 10, 2018.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by Eastern Michigan University WEMU-FM are described in Note 2 to the financial
statements.

As described in Note 2, the Station changed accounting policies related to governments providing
other postemployment benefit (OPEB) plans to recognize its allocated share of the University's
OPEB liability at June 30, 2018 and to more comprehensively and comparably measure the
annual costs of OPEB benefits. Accordingly, the accounting change has been reflected as a
change to the beginning of year net position.
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To the Board of Regents January 8, 2019
Eastern Michigan University WEMU-FM

We noted no transactions entered into by the Station during the year for which there is a lack of
authoritative guidance or consensus.

We noted no significant transactions that have been recognized in the financial statements in a
different period than when the transaction occurred.

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.

There were no significant balances, amounts, or disclosures in the financial statements based on
sensitive management estimates.

The most sensitive estimate affecting the financial statements is the following:

Net Pension and Other Postemployment Benefits (OPEB) Liability for MPSERS -
Management estimates the University’s proportionate share of the net pension and net OPEB
liability in the Michigan Public School Employees’ Retirement System (MPSERS). The amount
the University allocated to the Station is based on WEMU-FM’s current year contributions to the
plan as a percentage of the University’s total current year contributions to the plan. We evaluated
key factors and assumptions used to develop the liability in determining that it is reasonable in
relation to the financial statements taken as a whole.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial
statement disclosures are particularly sensitive because of their significance to financial statement
users.

Difficulties Encountered in Performing the Audit

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

Disagreements with Management

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

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. There was a tower rental payment made in advance in the prior year that should
have been deferred. As a result, current year revenue is understated by $6,000. Additionally, the
GASB No. 68 and 75 required supplementary disclosures have been omitted from the financial
statements. Management has determined that the effect is immaterial, both individually and in the
aggregate, to the financiai statements taken as a whole.



To the Board of Regents January 8, 2019
Eastern Michigan University WEMU-FM

Significant Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, business conditions affecting the Station, and business plans and strategies
that may affect the risks of material misstatement, with management each year prior to our
retention as the Station’s auditors. However, these discussions occurred in the normal course of
our professional relationship, and our responses were not a condition of our retention.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated January 8, 2019.

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 Station’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 Information in Documents Containing Audited Financial Statements

Our responsibility for other information in documents containing the Station's financial statements
and report does not extend beyond the financial statements. We do not have an obligation to
determine whether or not such other information is properly stated. However, we read
management’s discussion and analysis, and nothing came to our attention that caused us to
believe that such information, or its manner of presentation, is materially inconsistent with the
information or manner of its presentation appearing in the financial statements.

This information is intended solely for the use of the board of regents and management of Eastern
Michigan University WEMU-FM and is not intended to be and should not be used by anyone other
than these specified parties.

Very truly yours,

Plante & Moran, PLLC

Vicki L. VanDenBerg, CPA
Partner
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Independent Accountant's Report

To Eastern Michigan University WEMU-FM
c/o EMU Board of Regents
Eastern Michigan University

We have examined management's assertion of Eastern Michigan University WEMU-FM (WEMU-
FM) that the accompanying Corporation for Public Broadcasting (CPB} Schedule of Non-Federal
Financial Support (NFFS) for the fiscal year ended June 30, 2018 is presented in accordance with
CPB's Fiscal Year 2018 Financial Reporting Guidelines governing the amounts reported as
NFFS. WEMU-FM's management is responsible for its assertion. Our responsibility is to express
an opinion on management’s assertion based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and
perform the examination to obtain reasonable assurance about whether management's assertion
is fairly stated, in all material respects. An examination involves performing procedures to obtain
evidence about management's assertion. The nature, timing, and extent of the procedures
selected depend on our judgment, including an assessment of the risks of material misstatement
of management's assertion, whether due to fraud or error. We believe that the evidence we
obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

In our opinion, management's assertion that the Schedule of Non-Federa! Financial Support of
Eastern Michigan University WEMU-FM for the fiscal year ended June 30, 2018 is presented in
accordance with CPB's Fiscal Year 2018 Financial Reporting Guidelines governing amounts
reported as NFFS is fairly stated, in all material respects.

This report is intended solely for the information and use of the Corporation for Public
Broadcasting and is not intended to be and should not be used by anyone other than these

specified parties.

January 8, 2019
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Independent Auditor's Report

To the Board of Regents
Eastern Michigan University WEMU-FM

Report on the Financial Statements

We have audited the accompanying financial statements of Eastern Michigan University WEMU-FM
(the “Station” or WEMU), a department of Eastern Michigan University, as of and for the years ended
June 30, 2018 and 2017, and the related notes to the financial statements, which collectively comprise
WEMU's basic financial statements, as listed in the table of contents.

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. Those standards require that we plan and perform the audits 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 opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Eastern Michigan University WEMU-FM as of June 30, 2018 and 2017, and the
changes in its financial position and cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.
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To the Board of Regents
Eastern Michigan University WEMU-FM

Emphasis of Matter

We draw attention to Note | to the basic financial statements, which explains that these financial
statements of Eastern Michigan University WEMU-FM are intended to present the financial position, the
changes in financial position, and the changes in cash flows of only the portion of Eastern Michigan
University's business-type activities that is attributable to the transactions of the department. They do
not purport to, and do not, present fairly the financial position of Eastern Michigan University as of june
30, 2018 and 2017, the changes in its financial position, or the changes in its cash flows thereof for the
years then ended in conformity with accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.

As discussed in Note | to the basic financial statements, WEMU adopted the provisions under GASB
Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other than Pensions, as
of July I, 2017. Our opinion is not modified with respect to these matters.

Other Matters

Management has omitted the required supplemental information related to the adoption of
Governmental Accounting Standards Board (GASB) Statements No. 68 and No. 75, which accounting
principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial statements,
is required by the GASB, which considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. Qur opinion on
the basic financial statements is not affected by this missing information.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, as identified in the table of contents, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, which considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplemental information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

January 8, 2019



Eastern Michigan University WEMU-FM

Management’s Discussion and Analysis (Unaudited)

This section of Eastern Michigan University WEMU-FM'’s (the “Station” or WEMU) annual
financial report presents management's discussion and analysis of the financial
performance of the Station during the fiscal years ended June 30, 2018, 2017, and 2016.
This discussion should be read in conjunction with the accompanying financial statements
and footnotes. The financial statements, notes, and this discussion are the responsibility
of the Station’s management.

Using the Annual Financial Report

This annual report consists of financial statements prepared in accordance with
Governmental Accounting Standards Board (GASB) Statement No. 35, Basic Financial
Statements and Management's Discussion and Analysis for Public Colleges and
Universities. In 2015, the Station adopted GASB Statement No. 68, Accounting and
Financial Reporting for Pensions, and GASB Statement No. 71, Pension Transition for
Contributions Made Subsequent to the Measurement Date. The Station reported a liability
of $263,245, $113,322, and $211,296 for its allocated share of the University's net
pension liability at June 30, 2018, 2017, and 2016, respectively. In 2018, the Station
adopted GASB Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other than Pensions. The Station reported a liability of $64,796
for its allocated share of the University’s Other Postemployment Benefits (OPEB) liability
at June 30, 2018. The Station had deferred outflows consisting of $24,027, $7,778, and
$16.840 primarily in University pension and OPEB contributions subsequent to the
measurement date of the accrued actuarial pension obligation at June 30, 2018, 2017,
and 2016, respectively. In addition, at June 30, 2018, 2017, and 2016, the Station had
deferred inflows consisting of $9,013, $2,678, and $1,378, respectively, in the net
difference between projected and actual earnings on pension and OPEB plan
investments in respect to the fair value of pension and OPEB obligations.

The financial statements prescribed by GASB statements (the statement of net position,
statement of revenue, expenses, and changes in net position, and statement of cash
flows) present financial information in a form similar to that used by corporations. They
are prepared under the accrual basis of accounting, whereby revenue and assets are
recognized when the service is provided and expenses and liabilities are recognized
when others provide the service, regardiess of when cash is exchanged.

The statement of net position includes all assets and liabilities. Over time, increases or
decreases in net position (the difference between assets and liabilities) are one indicator
of the improvement or erosion of the Station’s financial health when considered with
nonfinancial facts such as the condition of facilities.

The statement of revenue, expenses, and changes in net position presents the revenue
earned and expenses incurred during the year. Activities are reported as either operating
or nonoperating. A public radio station’s dependency upon gifts could result in operating
deficits because the financial reporting model classifies gifts as nonoperating revenue.
The utilization of capital assets is reflected in the financial statements as depreciation,
which amortizes the cost of an asset over its expected useful life.



Eastern Michigan University WEMU-FM

Management's Discussion and Analysis (Unaudited) (Continued)

Using the Annual Financial Report (Continued)

The statement of cash flows presents information related to cash inflows and outfiows
summarized by operating, noncapital financing, capital financing, and related investing
activities, and helps measure the ability to meet financial obligations as they mature.

Condensed Statement of Net Position
(in thousands)

June 30
2018 2017 2016
Assets
Current assets $ 161 $ 267 % 213
Noncurrent assets 100 108 116
Total assets 261 375 329
Deferred Outflows of Resorces 24 8 17
Liabilities
Noncurrent liabilities 392 235 337
Total liabilities 392 235 337
Deferred Inflows of Resources 9 3 1
Net Position
Net investment in capital assets 100 108 116
Restricted - Expendable 217 256 240
Unrestricted (deficit) {433) (219) (348)
Total net position $ (116) $ 145 $ 8




Eastern Michigan University WEMU-FM

Management’s Discussion and Analysis (Unaudited) (Continued)

Condensed Statement of Revenue, Expenses, and Changes in Net Position
(in thousands)

Year Ended June 30

2018 2017 2016
Operating Revenue
Grants from Corporation for Public Broadcasting $ 140 % 145 % 151
Rental income 46 54 59
Total operating revenue 186 199 210
Operating Expenses
Program senices:
Programming and production 1,244 1,035 1,211
Broadcasting 119 235 282
Program information 108 110 130
Support senices:
Fundraising 175 134 150
Management 332 221 252
Total operating expenses 1,978 1,735 2,025
Operating Loss (1,792) (1,536) (1,815)
Nonoperating Revenue
General appropriations from the University 37 413 431
Administrative support from the University 533 490 527
Contributions 693 770 638
Total nonoperating revenue 1,597 1,673 1,596
Change in Net Position (195) 137 {219)
Net Position - Beginning of year 145 8 227
Adjustment for Change in Accounting Principle (66) - -
Net Position - Beginning of year - As restated 79 8 227
Net Position - End of year $ {116) $ 145 § 8




Eastern Michigan University WEMU-FM

Management’s Discussion and Analysis (Unaudited) (Continued)

Noteworthy Financial Activity

Significant components of the radio station’s financial condition include:

The Station’s total assets as of June 30, 2018 decreased versus the prior year by
approximately $114,000 primarily due to decreased contributions ($77,000). $100,000
is invested in capital assets as of June 30, 2018. The Station’s total assets as of
June 30, 2017 increased versus the prior year by approximately $46,000 primarily due
to increased contributions ($134,000).

In 2018, liabilities increased by approximately $175,000 driven by the increase in the
Station's share of the MPSERS pension liability and the adoption of GASB 75, which
created an OPEB liability of approximately $65,000 during the year. In 2017, liabilities
decreased by approximately $102,000 driven by the decrease in the Station’s share
of the MPSERS pension liability.

In 2018, operating revenue decreased by approximately $13,000 primarily due to
decreased support from the Corporation for Public Broadcasting ($5,000) and Rental
Revenue ($8,000). In 2017, operating revenue decreased by approximately $12,000
primarily due to decreased support from the Corporation for Public Broadcasting
($6,400) and Rental Revenue ($5,500).

In 2018, nonoperating revenue decreased by approximately $76,000 primarily due to
decreased contributions ($77,000), increased administrative support ($43,000), and
decreased general appropriations ($42,000). In 2017, nonoperating revenue
increased by approximately $77,000 primarily due to increased contributions
($134,000), decreased administrative support ($37,000), and decreased general
appropriations ($18,000).

In 2018, operating expenses increased by approximately $243,000 primarily due to
increases in programming and production ($209,000) and management support
($111,000). In 2017, operating expenses decreased by approximately $290,000
primarily due to decreases in programming and production ($176,000), broadcasting
($47,000), and management support ($31,000).



Eastern Michigan University WEMU-FM

Management’s Discussion and Analysis (Unaudited) (Continued)

Condensed Statement of Cash Flows
(in thousands)

o YearEndedJune3d0
218 2017 2016

Cash (Used in) Provided by

Operating activities s (1636) § (1.626) $ (1,707)

Noncapital financing actmties 1587 1684 1580
Net (Decreass) Increass in Cash (49) 58 (127)
Cash - Beginning of year 146 88 215
Cash - End of year s 87 $ 148 $ 88

Looking Ahead

In fiscal year 2018, the Station continued in its goal to reduce reliance on General Fund
support. The Station continues to look for cost-cutting opportunities. During 2018,
expenses within the control of station management, such as payroll and other spending,
decreased by approximately $20,000 due to cost-cutting and cost containment strategies.
However, due to an increase in expenses allocated to WEMU from the University, such
as Institutional Support, Pension, and OPEB, total operating expense increased by
approximately $244,000 overall.

The Station reduced overall expenditures by reducing travel, reducing the chief engineer
position to half time, and reducing costs for pledge premiums. WEMU hosted its sixth
annual State of the Station breakfast in January 2018, a jazz brunch in April, and its
annual Blues Barbecue in May, all including the major donor community champions
program. Donations to the program were up in FY2018, including four five-figure
donations from individuals.

The Station continued its aggressive strategy to increase listening and recorded its
highest audience number in the station’s history: 67,100 in Spring 2018.

In FY2019, WEMU will continue its aggressive audience building and fundraising
strategies with increased focus on corporate and foundation gifts and a heavy emphasis
on recruiting, then retaining, first-time donors. The Station will also continue incentive-
based fundraising events throughout the year to keep donor revenue more consistent and
pledge drives shorter and more creative. An addition of a third annual pledge drive is
going to be inevitable in the future, but WEMU will continue to explore opportunities to
shorten the on-air component of each pledge drive.



Eastern Michigan University WEMU-FM

Management’s Discussion and Analysis (Unaudited) (Continued)

WEMU experienced a host of technical issues this summer and invested nearly $20,000
into repairs and upgrades. The Station is assessing and inspecting all broadcast
equipment with the eventual goal of a capital campaign to replace all equipment over
three years. The Station is also actively seeking new rental clients for the broadcast tower
after losing T-Mobile as a renter. Equipment purchases will continue to come from the
Station’s designated equipment fund.

The Station remains committed to serving the University’s mission of public service
through programming, community support, civic engagement, and free public service
announcements to nonprofits.



Eastern Michigan University WEMU-FM
“

Statement of Net Position

Juhe 30
2018 2017
Assots
Current assets:
Cash $ 96,643 $ 145,420
Accounts receivable from the University 63,878 121,899
Total current assets 160,521 267,419
Noncurrent assets - Property and equipment - Net (Note 3) 100,000 107,955
Total assets 260,521 375,374
Dsferred Outflows of Resources (Note 5) 24,027 7,778
Liabilities
Noncurrent liabilities:
Compensated absences 63,880 122,001
Pension obligation 263,245 113,322
OPER obligation 64,796 -
Total liabilities 391,921 235,323
Deferred Inflows of Resources (Note 5) 9,013 2,678
Net Position
Net investment in capital assets 100,000 107,955
Restricted - Expendable 216,432 256,429
Unrestricted (432,818) (219,233)
Total net position $ (116,386) $ 145,151

See Notes to Financial Statements, 9



Eastern Michigan University WEMU-FM

Statement of Revenue, Expenses, and Changes in Net Position

Operating Revenue
Grants from Corporation for Public Broadcasting
Rental income

Total operating revenue

Operating Expenses
Program services:
Programming and production
Broadcasting
Program information

Support services:
Fundraising
Management

Total operating expenses
Operating Loss

Nonoperating Revenue
General appropriations from the University
Administrative support from the University
Contributions

Total nonoperating revenue

Change in Net Position

Net Position - Beginning of year

Adjustment for Change in Accounting Principle
Net Position - Beginning of year, as restated

Net Position - End of year

See Notes to Financial Statements. 10

Year Ended June 30
2018 2017
140,475 144,974
45,935 53,676
186,410 198,650
1,244,428 1,035,320
119,101 235,237
107,824 109,812
175,288 133,752
331,781 220,665
1,978,422 1,734,786
(1,792,012)  (1,536,136)
371,116 413,399
532,435 489,864
693,276 770,310
1,596 827 1,673,603
(195,185) 137,467
145,151 7 684
(66,352) =
78,709 7,684

$ (116,386) $ 145,151




Eastern Michigan University WEMU-FM
“

Statement of Cash Flows

Year Ended June 30
2018 2017
Cash Flows irom Operating Activities
Cash raceived from Corporation for Public Broadcasting $ 140475 $ 144 974
Cash recsivad from tower loases 45,935 53,676
Cash paid for programming servicas {1.317,070) (1.472,013)
Cash paid for managemant end fundraising (506.031) {352,790)
Nst cash used in operating activities (1,635,691) (1.626,153)
Cash Flows from Moncapital Financing Activities
Cash raceived from University appropriations 361.203 423,760
Cash received from administrative support 532,435 469,894
Contributions received 693.276 770,310
Net cash provided by noncapital
financing activities 1.566,914 1,683.964
Net (Decreass) Increase in Cash (48.777) 57.811
Cash - Beginning of year 145,420 87,609
Cash - End of year $ 96,643 § 145,420
Reconciliation of Operating Loss to Net Cash
used in Operating Activities
Operating loss $ (1.792.012) § (1.536,136)
Adjustments to reconcile operating loss to net cash
from operating activities:
Depreciation expense 7.955 7.956
Changes In assets and liabilities:
Accounts receivable - Net 58,121 3.867
Accrued compensatad absences {58,121) {3.867)
Net pension obligation 149,923 {97.973)
Net OPEB obligation (1.857y -
Total changes in assets and liabilities 148.366 {97.973)
Nat cash used in operating activities $ (1,635691) $ (1,626,153)

See Notes to Financial Statements. 11



Eastern Michigan University WEMU-FM

Notes to Financial Statements
June 30, 2018 and 2017

Note 1 - Organization

Eastern Michigan University WEMU-FM (the “Station” or WEMU) is a public
telecommunications radio station licensed to Eastern Michigan University (the
“University”). WEMU serves the Washtenaw County radio market with a mission
to participate in the educational and public service purposes of the University by
providing programming which addresses the needs and the interests of the
Station’s coverage area.

WEMU is owned and operated by the University and does not have separate legal
status or existence. The financial position, support, revenue, and expenditures of
WEMU are included in the University's financial statements.

Note 2 - Basis of Presentation and Significant Accounting Policies

Basis of Presentation - The accompanying financial statements have been
prepared in accordance with accounting principles generally accepted in the
United States of America as prescribed by the Governmental Accounting
Standards Board (GASB). The GASB established standards for external financial
reporting for public colleges and universities and requires that financial statements
be presented on a consolidated basis to focus on the University as a whole, with
resources classified for accounting and reporting purposes into three net position
categories according to externally imposed restrictions.

The three net position categories are as follows:

¢« Net Investment in Capital Assets - Includes capital assets, net of
accumulated depreciation, and outstanding principal balances of debt
attributable to the acquisition, construction, or improvement of those assets.

* Restricted - Expendable - Includes net position whose whole use is subject
to externally imposed stipulations that can be fulfilled by actions of the
University pursuant to those stipulations or that expire by the passage of time.

e Unrestricted - Includes net position not subject to externally imposed
stipulations. Unrestricted net position may be designated for specific purposes
by action of the Board of Regents or may otherwise be limited by contractual
agreements with outside parties. Substantially all unrestricted net assets are
designated for capital projects and other initiatives.

Cash - Cash is held in Eastern Michigan University funds. The amounts reflected
in the accompanying statement of net position represent the net amounts due to
the Station from the University's pooled cash system.

12



Eastern Michigan University WEMU-FM

Notes to Financial Statements
June 30, 2018 and 2017

Note 2 - Basis of Presentation and Significant Accounting Policies (Continued)

Property and Equipment - Property and equipment are recorded at cost or, if
acquired by gift, at the fair value as of the date of donation. Depreciation is
computed on the straight-line method over the estimated service lives (5 to 15
years) of the respective assets. Expenditures for repairs and maintenance are
charged to expense as incurred.

Compensated Absences - Compensated absences include sick leave, annual
leave, and compensatory time accrued by station employees per University policy
and paid by the University. It is the University's policy to permit employees to
accumulate earned but unused sick and vacation pay benefits. There is a liability
for unpaid accumulated sick leave since the University does have a policy to pay
half of any amounts accumulated when eligible employees retire from the
University. All vacation pay is accrued when incurred. A receivable from the
University and a liability is reported for these amounts as of year-end.

Unearned Revenue - WEMU receives advance payments of rent related to a
tower lease agreement. These payments are reported as unearned revenue and
recognized when earned. As of June 30, 2018 and 2017, all unearned revenue
has been earned by the Station.

General Appropriations from the University - General appropriations from the
University consist of certain payroll and other direct expenses paid by the
University on behalf of WEMU. Because the University pays for WEMU's
compensated absences, a receivable from the University has been established in
the statement of net position in the amount of accrued compensated absences.

Indirect Administrative Support - A portion of the University's general overhead
costs relates to and benefits WEMU. Such items include administration, utilities,
maintenance, repairs, and other institutional support expenditures of the
University. These services were provided without cost and have been allocated to
WEMU. The fair value of these services is reported as revenue (administrative
support from the University) and expenditures in the accompanying statement of
revenue, expenses, and changes in net position.

Contributions and Grants - Unrestricted gifts are recognized as revenue when
received.

WEMU receives an annual community service grant from the Corporation for
Public Broadcasting. These funds may be used at the discretion of WEMU and are
reported as restricted grant revenue in the accompanying financial statements.
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Eastern Michigan University WEMU-FM
“

Notes to Financial Statements
June 30, 2018 and 2017

Note 2 - Basis of Presentation and Significant Accounting Policies (Continued)

Allocation of Expenditures - Expenditures are reported by their functional
classification. Accordingly, certain expenditures for facility operations, institutional
support, interest, and depreciation have been allocated to functional classifications
based on the time devoted to these activities.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of sources and
application of net assets during the reporting period. Actual results could differ from
those estimates.

Deferred Outflows - In addition to assets, the statement of net position reports a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period and so will not be recognized as an
outflow of resources (expense/expenditure) until then. Deferred outflows are
related to pension and OPEB obligations described in Note 5.

Deferred Inflows - In addition to liabilities, the statement of net position reports a
separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period and so will not be recognized as an inflow
of resources (revenue) until that time. Deferred inflows are related to the pension
and OPEB plans described in Note 5.

Pensions - For purposes of measuring the net pension liability, deferred outflows
of resources and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the Michigan Public School
Employees’ Retirement System (MPSERS) and additions to/deductions from
MPSERS fiduciary net position have been determined on the same basis as they
are reported by MPSERS. MPSERS uses the economic resources measurement
focus and the full accrual basis of accounting. Contribution revenue is recorded as
contributions are due, pursuant to legal requirements. Benefit payments (including
refunds of employee contributions) are recognized as expense when due and
payable in accordance with the benefit terms. Related plan investments are
reported at fair value.
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Eastern Michigan University WEMU-FM

“
Notes to Financial Statements

June 30, 2018 and 2017

Note 2 - Basis of Presentation and Significant Accounting Policies (Continued)

Other Postemployment Benefit Costs - For purposes of measuring the net other
employment benefit (OPEB) liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about the
fiduciary net position of the MPSERS and additions to/deductions from MPSERS
fiduciary net position have been determined on the same basis as they are
reported by MPSERS. MPSERS uses the economic resources measurement
focus and the full accrual basis of accounting. For this purpose, MPSERS
recognizes benefit payments when due and payable in accordance with the benefit
terms. Investments are reported at fair value, except for money market
investments and participating interest-earning investment contracts that have a
maturity at the time of purchase of one year or less, which are reported at cost.

Adoption of New Accounting Pronouncement - The GASB issued GASB
Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other than Pensions, which requires governments providing other
postemployment benefit (OPEB) plans to recognize their unfunded OPEB
obligation as a liability for the first time, and to more comprehensively and
comparably measure the annual costs of OPEB benefits. The statement also
enhances accountability and transparency through revised note disclosures and
required supplemental information (RSI). In accordance with the statements, the
University has reported a change in accounting principle adjustment to unrestricted
net position of $28.5 million, which is the net of the net OPEB liability and related
deferred outflows as of July 1, 2018. The portion of this change in accounting
principle adjustment allocated to WEMU is $66,352. June 30, 2017 amounts have
not been restated to reflect the impact of GASB No. 75 because the information is
not available to calculate the impact on OPEB expense.
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Eastern Michigan University WEMU-FM

Notes to Financial Statements
June 30, 2018 and 2017

Note 3 - Property and Equipment
Property and equipment at June 30, 2018 and 2017 consist of the following:

2017 Additions Retirament Reclassification 2018
Land $ 100000 $ - % - 8 - $ 100,000
Transmitter and tower 288,800 - - 288 800
Studio and techmical equipment 140,797 - - 140 797
Furmiure, fidure, and equipment 126 813 - - 126 813
Subtotal 656 410 - - - 656 410
Loss accumulated depreciation (548 455) {7.955) (5696.410)
Net praperty and equipment $ 107955 $ (7,955) § - $ - $ 100,000
2016 Addiions Retirement _Reclassification 2017
Land $ 100000 $ $ - $ - $ 100000
Transmitter and towar 288 800 - - - 288,800
Studio and technical eguipment 140,797 140,797
Furnrure, fixiure, and equipment 126 813 - - - 126,813
Subtotal 656,410 = 5 . 656,410
Less accumulated depreciation (540 499) (7,956) - - (548 455)
Net property and equipment $ 115911 § (7,956) $ - § - % 107.955

Note 4 - Retirement Benefits and Compensated Absences

Through December 31, 1995, the University offered participation in one of two
retrement plans for all qualified employees: the Michigan Public School
Employees’ Retirement System (MPSERS) and the Teachers Insurance and
Annuities Association - College Retirement Equities Fund (TIAA-CREF). The
MPSERS plan is further discussed in Note 5.

Defined Contribution Plan

TIAA-CREF is a defined contribution retirement plan. Substantially all full-time
employees of the University are eligible to participate in the TIAA-CREF plan.
Employee benefits generally vest immediately. The University contributes a
specified percentage of employee wages, as defined by the appropriate labor
contract. For the years ended June 30, 2018, 2017, and 2016, WEMU-FM
contributed approximately $42,000, $55,000, and $47,000, respectively, to the
TIAA-CREF plan, The University has no liability beyond its own contributions under
the TIAA-CREF plan.
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Eastern Michigan University WEMU-FM

Notes to Financial Statements
June 30, 2018 and 2017

Note 4 - Retirement Benefits and Compensated Absences (Continued)

The University provides termination benefits upon retirement resulting from
unused sick days. The University calculates its sick pay liability in accordance with
the provisions of GASB Statement No. 16, Accounting for Compensated
Absences. The University established a policy to eliminate sick leave accruals and
retirement payouts for certain employees. The policy also includes a short-term
disability plan to provide income protection for certain employees unable to work
for an extended period because of nonwork-related illness or period of incapacity.
The Station’s portion of this liability is $63,880 and $121,001 as of June 30, 2018
and 2017, respectively.

Note 6 - Michigan Public School Employees’ Retirement System

Plan Description - The Station, through the University, participates in the
Michigan Public School Employees' Retirement System (MPSERS or the
"System"), a statewide, cost sharing, multiple employer defined benefit public
employee retirement system governed by the State of Michigan that covers
substantially all employees of the University hired 1996 or earlier. Certain
University employees also receive defined contribution retirement and healthcare
benefits through the System. The System provides retirement, survivor, and
disability benefits to plan members and their beneficiaries. The System also
provides postemployment healthcare benefits to retirees and beneficiaries who
elect to receive those benefits.

The Michigan Public School Employees’ Retirement System issues a publicly
available financial report that includes financial statements and required
supplemental information for the pension and postemployment healthcare plans.
The report is available on the web at http://www.michigan.gov/orsschools, or by
writing to the Office of Retirement System (ORS}) at P.O. Box 30171, Lansing, MI
48909-7671. Separate pension information related to the Station's employees
included in this plan is not available.

Benefits Provided - Benefit provisions of the defined benefit pension plan and the
postemployment healthcare plan are established by state statute, which may be
amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit
provisions for the defined benefit pension plan and the postemployment healthcare
plan.
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Notes to Financial Statements

June 30, 2018 and 2017

Note 5 - Michigan Public School Employees’ Retirement System (Continued)

Depending on the plan option selected, member retirement benefits are calculated
as final average compensation times years of service times a pension factor
ranging from 1.25 percent to 1.50 percent. The requirements to retire range from
attaining the age of 46 to 60 with years of service ranging from 5 to 30 years,
depending on when the employee became a member. Early retirement is
computed in the same manner as a regular pension, but is permanently reduced
to 0.50 percent for each full and partial month between the pension effective date
and the date the member will attain age 60. There is no mandatory retirement age.

Depending on the member's date of hire, MPSERS offers the option of
participating in the Defined Contribution plan that provides a 50 percent employer
match (up to 3 percent of salary) on employee contributions.

Members are eligible for nonduty disability benefits after 10 years of service and
for duty-related disability benefits upon hire. Disability retirement benefits are
determined in the same manner as retirement benefits but are payable
immediately without an actuarial reduction. The disability benefits plus authorized
outside earnings are limited to 100 percent of the participant's final average
compensation with an increase of 2 percent each year thereafter.

Benefits may transfer to a beneficiary upon death and are determined in the same
manner as retirement benefits, but with an actuarial reduction.

Benefit terms provide for annual cost-of-living adjustments to each employee's
retirement allowance subsequent to the employee’s retirement date. The annual
adjustment, if applicable, is 3 percent. For some members who do not receive an
annual increase, they are eligible to receive a supplemental payment in those
years when investment earnings exceed actuarial assumptions.

MPSERS provides medical, prescription drug, dental, and vision coverage for
retirees and beneficiaries. A subsidized portion of the premium is paid by MPSERS
with the balance deducted from the monthly pension of each retiree healthcare
recipient. Depending on the member’'s date of hire, this subsidized portion ranges
from 80 percent to the maximum allowed by the statute.

Contributions - Public Act 300 of 1980, as amended, requires the University to
contribute amounts necessary to finance the coverage of pension benefits of active
and retired members. Contribution provisions are specified by state statute and
may be amended only by action of the state legislature. Under these provisions,
each university's contribution is expected to finance the costs of benefits earned
by employees during the year, with an additional amount to finance a portion of the
unfunded accrued liability.
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Notes to Financial Statements
June 30, 2018 and 2017

Note § - Michigan Public School Employees’ Retirement System {Continued)

Under the OPEB plan, retirees electing this coverage contribute an amount
equivalent to the monthly cost for Part B Medicare and 10 percent, or 20 percent
for those not Medicare eligible, of the monthly premium amount for the health,
dental, and vision coverage at the time of receiving the benefits. The MPSERS
board of trustees annually sets the employer contribution rate to fund the benefits.
Participating employers are required to contribute at that rate.

Under Public Act 300 of 2012, members were given the choice between continuing
the 3 percent contribution to the retiree healthcare and keeping the premium
subsidy benefit described above, or choosing not to pay the 3 percent contribution
and instead opting out of the subsidy benefit and becoming a participant in the
Personal Healthcare Fund (PHF), a portable, tax-deferred fund that can be used
to pay healthcare expenses in retirement. Participants in the PHF are automaticaily
enrolled in a 2 percent employee contribution into their 457 account as of their
transition date, earning them a 2 percent employer match into a 401(k) account.
Members who selected this option stop paying the 3 percent contribution to the
retiree healthcare as of the day before their transition date, and their prior
contributions were deposited into their 401(k) account.

The University's contributions are determined based on employee elections. There
are multiple different pension and healthcare benefit options included in the plan
available to employees based on date of hire and the elections available at that
time. Contribution rates are adjusted annually by the ORS.

The range of rates is as follows:

Pension OPEB
October 1, 2015 - September 30, 2016 20.28% - 25.13% 6.40% - 6.83%
October 1, 2016 - September 30, 2017 18.75% - 23.05% 6.98% - 7.36%
October 1, 2017 - January 31, 2018 19.60% - 24.47% 6.13% - 6.44%

Depending on the plan selected, member pension contributions range from 0
percent up to 7.0 percent of gross wages. For certain plan members, a 4 percent
employer contribution to the defined contribution pension plan is required. In
addition, for certain plan members, a 3 percent employer match is provided to the
defined contribution pension plan.
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Notes to Financial Statements
June 30, 2018 and 2017

Note § - Michigan Public School Employees’ Retirement System (Continued)

The University's required and actual pension contributions to the pian for the year
ended June 30, 2018 and 2017 were $5,930,902 and $5,506,014, respectively,
which include the University's contributions required for those members with a
defined contribution benefit. The University's required and actual pension
contributions include an allocation of $752,433 and $666,577 in revenue received
from the State of Michigan, and remitted to the System, to fund the MPSERS
unfunded actuarial accrued liability (UAAL) stabilization rate for the year ended
June 30, 2018 and 2017, respectively.

The University's required and actual OPEB contributions to the plan for the years
ended June 30, 2018, and June 30, 2017, were $1,608,321, and $1,808,010,
respectively. These amounts include the University's contributions required for
those members with a defined contribution benefit.

As a result of the above requirements, WEMU records an allocation of the
University’s required and actual contributions to the plan for the years ended
June 30, 2018 and 2017, which was approximately $32,000 and $34,000,
respectively.

Net Pension Liability - At June 30, 2018 and 2017, the Station reported a liability
of $263,245 and $113,322, respectively, for its allocated share of the University's
net pension liability. The net pension liability was measured as of September 30,
2017 and 2016 and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of September 30, 2016 and
2015, which used updated procedures to roll forward the estimated liability to
September 30, 2017 and 2016. The University's proportion of the MPSERS net
pension liability was based on a projection of its long-term share of contributions
to the pension plan relative to the projected contributions of all participating
reporting units, actuarially determined. In previous years, the liability was allocated
based on WEMU's unrestricted net position (before the pension liability, deferred
inflows, and deferred outflows) as a percentage of the University's net position
base. During 2018, the University revised its allocation methodology for allocating
the pension liability to the Station to better align the liability with the Station's
participation in the pension plan. The amount the University allocated to the Station
for 2018 is based on the Station’s current year contributions to the Plan, as a
percentage of the University’s total current year contributions to the Plan. The
effect of this method change in allocation was approximately $120,000 and has
been included in the Station’s operating results. At September 30, 2017 and 2016,
the Station’s allocation was 0.36 and 0.16 percent, respectively, of the University's
proportionate share.
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June 30, 2018 and 2017

Note 5 - Michigan Public School Employees’ Retirement System (Continued)

Net OPEB Liability - At June 30, 2018, the Station reported a liability of $64,796
for its allocated share of the University’s OPEB liability. The net OPEB liability was
measured as of September 30, 2017 and the total OPEB liability used to calculate
the net OPEB liability was determined by an actuarial valuation as of September
30, 2016, which used updated procedures to roll forward the estimated liability to
September 30, 2017. The University's proportion of the MPSERS net OPEB
liability was based on a projection of its long-term share of contributions to the
OPEB plan relative to the projected contributions of all participating reporting units,
actuarially determined. The amount the University allocated to the Station is based
on the Station’s current year contributions to the Plan, as a percentage of the
University’s total current year contributions to the Plan. At September 30, 2017 and
2016, the Station's allocation was 0.36 and 0.16 percent, respectively, of the
University's proportionate share.

Pension Expense and Deferrals of Resources Related to Pensions - For the
years ended June 30, 2018 and 2017, WEMU recognized a pension expense of
$29,401 and recovery of $3,683, respectively. At June 30, 2018 and 2017, WEMU
reported deferred outflows of resources and deferred inflows of resources related
to the plan from the following sources:

June 30, 2018 June 30, 2017
Defeired Deferred
Outfiows of  Delerred Inflows  Outflows of  Deferred Inflows
Resources of Resources Resources of Resources
Difference between expected and
actual experience $ - $ (283) % 181 $ -
Changes in assumptions 2222

Net difference between projected and
actuat samings on pension plan
investments - (5.854) 1,099 -
Changes in proportion and differences
between University contributions and

proportionate share of contributions - {178) - (2,678)
Total amortized deferrals 2,222 (6.315) 1,280 (2,678)
University contributions subsequent to
the measurement date 16,855 - 6.498
Total $ 19077 % (6.315) % 7778 8§ (2,678)
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Note & - Michigan Public School Employees’ Retirement System (Continued)

Amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Years Ending
Jurne 30 Amount
2018 $ (1,102)
2019 1,263
2020 (2.013)
2021 {2.241)

Total $  (4,083)

tn addition, the contributions subsequent to the measurement date will be included
as a reduction of the net pension liability in the next year (2019).

OPEB Expense and Deferrals of Resources Related to OPEB - For the years
ended June 30, 2018, WEMU recognized OPEB expense of $3,312. At June 30,
2018, WEMU reported deferred outflows of resources and deferred inflows of
resources related to the OPEB plan from the following sources:

June 30, 2018
Deferred Deferred
QOutflows of Inflows of
Resources Resources
Difference between expected and actual experience $ - 3 (487)
Net difference between projected and actual eamings on
OPEB plan investments - {2.102)
Changes in proportion and differences between University
contributions and proportionate share of contributions - (109)
Total amortized deferrals - {2.698)
University contributions subsequent to the measurement date 4,950 -
Total $ 4850 % {2,698)
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Notes to Financial Statements
June 30, 2018 and 2017

Note 5 - Michigan Public School Employees’ Retirement System (Continued)

Amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB were recognized in OPEB expense as follows (note
that employer contributions subsequent to the measurement date will reduce the
net OPEB liability and therefore will not be included in future pension expense):

Years Ending
June 30 Amount
2018 $ {1.123)
2019 (525)
2020 (525)
2021 (525)

Tolal § (2,698)

Actuarial Assumptions - The total pension liability and total OPEB liability as of
September 30, 2017 and 2016 is based on the results of an actuarial valuation as
of September 30, 2016 and September 30, 2015, and rolled forward. The following
actuarial assumptions applied to all periods included in the measurement:

Actuarial cost method Entry age normal cost aciuarial method
Investment rate of return - Pension  7.00% - 7.50%  Net of investment expenses based on the groups
Investment rate of return - OPEB 7.50% Net of investment expenses based on the groups
Salary increases 7.00% - 12.30% Including wage inflation of 3.50%

Healthcare cost trend rate 7.50% Year 1 graded to 3.5% Year 12

Mortality basis RP-2000 Combined Healthy Mortality Table,

adjusted for mortality improvments 1o 2025 using
projection scale BB
Cost of living pension adjustments 3.00% Annual non-compunded for MIP members

Assumption changes as a result of an experience study for the periods 2007 to
2012 have been adopted by the System for use in the annual pension valuations
beginning with the September 30, 2014 valuation.

Discount Rate - The discount rate used to measure the total pension liability was
7.00 - 7.50 percent, and 7.00 — 8.00 percent as of September 30, 2017 and 2016,
respectively, depending on the plan option. The discount rate used to measure the
total OPEB liability was 7.50 percent as of September 30, 2017. The projection of
cash flows used to determine the discount rate assumed that employee
contributions will be made at the current contribution rate and that University
contributions wilt be made at statutorily required rates.
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Note § - Michigan Public School Employees’ Retirement System (Continued)

Based on those assumptions, the pension plan's fiduciary net position and the
OPEB plan’s fiduciary net position were projected to be available to make all
projected future benefit payments of current active and inactive employees.
Therefore, the long term expected rate of return on pension plan and OPEB plan
investments was applied to all periods of projected benefit payments to determine
the total pension liability and total OPEB liability.

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

table:
Plan Year Plan Year
September 30, 2017 September 30, 2016
Long-term Long-term
Expected Expected
Target Real Rate of Target Real Rate of
Investment Category Allocation Return Allocation Return
Domestic equity pools 28.0% 56% 28.0% 59%
Alternate invesiment pools 18.0% 8.7% 18.0% 9.2%
International equity pools 16.0% 7.2% 16.0% 7.2%
Fixed-income pools 10.5% -0.1% 10.5% 0.9%
Real estate and infrastructure pools 10.0% 42% 10.0% 4.3%
Absolute return pools 15.5% 5.0% 15.5% 6.0%
Short-term investment paols _20%  08%  20%  00%
Total 100% 100%

MPSERS approved a decrease in the discount rate for the September 30, 2017
annual actuarial valuation for the pension plan and the OPEB plan to 7.05% and
7.15%, respectively. As a result, the actuarial computed employer contributions,
the net pension liability, and net OPEB liability will increase for the measurement
period ending September 30, 2018.
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Note 5 - Michigan Public School Employees’ Retirement System (Continued)

Sensitivity of the Net Pension Liability to Changes in the Discount Rate - The
following presents the net pension liability of the University, calculated using the
discount rate depending on the plan option. The following also reflects what the
University's net pension liability would be if it were calculated using a discount rate
that is 1 percentage point lower or 1 percentage point higher than the current rate:

2018

Current
1% Decrease Discount Rate 1% Increase
{6.00 - 6.50%) (6.00- 7.00%) (6.00- 7.00%)

Station’s proporionate share of the

net pension liability - June 30, 2018 3 308,861 $ 263,245 $ 223,873
2017
Cumrent
1% Decrease Discount Rate 1% Increase

(6.00 - 7.00%) (7.00 - 8.00%)  (B.00 - 9.00%)

Station’s proportionate share of the
net pension liability - June 30, 2017 $ 132418 § 113322 § 96,817

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate - The
following presents the net OPEB liability of the University, calculated using the
current discount rate. The following also reflects what the University's net OPEB
liability would be if it were calculated using a discount rate that is 1 percentage
point lower or 1 percentage point higher than the current rate:

2018
~ Current
1% Decrease Discount Rate 1% Increase
{6.50%) {7.50%) (8.50%)
Station's proportionate share of the
net OPEB liability - June 30, 2018 $ 75,540 § 64,796 $ 55,541

25



Eastern Michigan University WEMU-FM

“
Notes to Financial Statements

June 30, 2018 and 2017

Note 5 - Michigan Public School Employees’ Retirement System (Continued)

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend
Rate - The following presents the net OPEB liability of the University, calculated
using the current healthcare cost trend rate. The following also reflects what the
University's net OPEB liability would be if it were calculated using a healthcare cost
trend rate that is 1 percentage point lower or 1 percentage point higher than the
current rate:

2018
Current Healthcare
1% Decrease Cost Trend Rate 1% Increase
(6.50%) (7.50%) {8.50%)
Station’s proportionate share of the
net OPEB liability - June 30, 2018 $ 54848 § 64796 $ 76,064

Pension Plan Fiduciary Net Position - Detailed information about the pension
plan’s fiduciary net position is available in the separately issued MPSERS financial
report.

Note 6 - Nonfederal Financial Support (NFFS)

The Corporation for Public Broadcasting (CPB) allocates a portion of its funds
annually to public broadcasting entities, primarily based on NFFS, which is defined
by CPB. NFFS is defined as the total value of cash and the fair market value of
services received as contributions or payments and meeting all the respective
criteria for each.

Calculated in accordance with CPB guidelines, the combined network reported
total NFFS of $1,594,306 and $1,671,117 for the years ended June 30, 2018 and
2017, respectively.
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OVERVIEW

*  WEMU celebrated a record audience in 2018

* Focused an strategic priorities of strong listener growth, increased
fundraising and less reliance on the General Fund

* In 2011, WEMU announced as part of its strategic plan it would voluntarily
reduce GF support by $250,000 over three years

* Exceeded goal with reduction of more than $450,000 —
from $834K in FY11 to $371K in FY18 (reduction of $42,000 from FY17 to FY018)

* Poised to remain alocal, regional and national leader for another 50 years

WEMU 891 EASTERN

SUCCESSES

* Renewed emphasis on expanding audience base with dedicated focus on
content, presentation, sound quality, horizontal and vertical promotion,
and strategic plan for increased news coverage in on-air and digital platforms
*  Successful results:

— In Spring 2018, posted highest listener numbers in WEMU history
at 67,200/weekly (Nielsen Audio)

= Second in Ann Arbor market at a 6.2 audience share and 1700 AQH (average quarter hour}
[#e1 in miarket, Michigan Radio, had a 6.4 shars and 1800 AGH)

— New content partnerships added for news magazines
* Inthe Public Interest (with the League of Women Voters)
* creative:impact (with the Arts Alliance}
* On the Ground Ypsi {with Concentrate Media)
* Art and Soul (revolving content partners)
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SUCCESSES

*  Renewed emphasis onexpanding audience base with dedicated focus on content,
presentation, sound quality, horizontal and vertical promotion, and strategic plan for
increased news coverage in on-air and digital platforms

*  Successful results:

In Spring 2018, posted highest listener numbers in WEMU history
at 67,200/ weekly (Nielsen Audio)

Second i Ann Arbor market at a 6 2 audience share and 1700 AQH {average quarter
hour)
{#1 in market, Michigan Radio, had a 6.4 share and 1800 AQH)

New content partnerships added for news magazines

* Inthe Public Interest {with the League of Women Voters)
+  creative:impact (with the Arts Alliance)
*  Onthe Ground Ypsi {with Concentrate Media)

Art and Soul {revolving content partners)

WEMU 891 EASTERN

SUCCESSES

* Strong community support for programming and events:

Retirement party for Linda Yohn closed out 40 year anniversary of jazz
programming, attended by more 400 donors

Seven Broadcast Excellence Awards plus 2017 Station of the Year designation
from Michigan Association of Broadcasters

Annual Blues Barbecue attended by more than 600 donors

Annual Jazz Brunch sold out for fourth consecutive year

WEMU 891 EASTERN

4/2/2019



4/2/2019

SUCCESSES

* Continued providing Eastern students with radio and broadcasting
real-world experience

* Expanded for-credit internship program with Communications, Media
and Theatre Arts Department in four areas: news; music programming;
station administration; sports broadcasting

* Flagship station for Eastern football and basketball — in FY18 broadcast 50+
games including postseason games for men’s and women’s basketball

* Station of the Year, Public Radio Group One, from Michigan Association of
Broadcasters, the second time in three years

* Football coverage included extended halftime segments showcasing
academics and community outreach

WEMU 891 EASTERN

EMU anD CommMUNITY NEwS COVERAGE

* EMU Arts Management And Administration Program Turns 40!

* New Academic Program At EMU Could Help Improve Race
Relations On Campus

* EMU Expands "You Are Welcome Here" Campaign

* EMU Student-Athtetes Hard At Work Building Community Bonds
By Volunteering

WEMU 89 EASTERN
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Blues Barbecue
— Annual Blue Barbecue donor event

—~ Football play by play announcer,
Matt Shepard, and news host Lisa
Barry with WEMU donor

Thornetta Davis

- Detroit’s Queen of the Blues
plays WEMU Blues Barbecue

Congresswoman Debbie
Dingell at WEMU TOP party

Halftime tribute from EMU Marching Band
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CHALLENGES IN FY18

* Fundraising
— Donations from listeners
— Major gifts/Corporate underwriting
- Static federal support

*+ Staff retirements/replacements

WEMU 891 EASTERN




* FY18 audit was completed by Plante Moran
in November 2018

* Required annualiy by the Corporation

for Public Broadcasting (CPB)

* No issues were identified

WEMU 891

Current gources of hending for WEMU (in theusands)
Gensral fund

Designated fundgs

Oonor fundraising

CPB grarty

Total bafors alk d P

Al d rt from EMU
Tma audited revenue

Currenl aparstions] needs for WEMU (w1 thousands):
Wagss & banafits - gmlmd
Wagas & banefit  fund - shod

Wages & banefits damundgrmth.mds

Wages & benefita - donor and grant funds - students:

SSEM - ganera! tund

SSA&M — sports roadcastng

SSAM — eloctrcty

S$5&M - donor and gran! funds

Total, before admi ive, capita’. and dep

Admunistrative. capital, and depreciation costs
Tolsl audiled operating expenses

WEMUB%I

EASTERN

Fri1 FY14 FY15 FYi8 FY17 FYig
$ 834 $ 41 $ A4 $ 4 $ 413 $ an
51 62 59 59 54 45
597 699 687 837 770 693
188 11 297 152 148 140

$ 1,670 1,285 1,357 1,279 1,382 1.251
570 517 481 527 480 532
E2an S8 _Eipe_Siees Siap  Si7a]
$ 613 $ $ 37 $ 338 $ s § 27
i) 2 1 L] 1 2
282 b44 800 703 70U B24

0 49 48 21 19 15

25 2 1 1] 0 1
58 27 28 27 27 53

14 14 18 15 13 16
355 376 164 235 192 200
1,635 1,353 1,188 1,343 1,278 1,280
831 843 508 £82 457 698

EASTERN
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LOOKING AHEAD

* Stay focused on strategic priorities of strong listener growth,
increased fundraising, and content partnerships for increased
coverage

* Increased emphasis on major gifts and corporate underwriting

* Commitment to hyper-local focus in news, music, and arts
partnerships

* Continued focus on expense reductions and cost containment

* Committed to continued reduction of General Fund support

WEMU 891 EASTERN

LOOKING AHEAD

WEMU'’s dedicated team of broadcast professionals recognizes
the challenges presented by remaining a
local news, information, cultural, and music provider at a time
of the changing media landscape and aging infrastructure.

We remain committed to increasing audience size, donations,
and major gifts; becoming more self-sustaining; supporting the
career development of more students; providing live coverage of
EMU Athletics games; and, remaining a vital public voice and
regional presence for Eastern Michigan University.

WEMUS] EASTERN
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