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Independent Auditor’s Report

To the Officers and Board of Directors
Friends of WWOZ, Inc.

We have audited the accompanying financial statements of the Friends of WWOQZ, Inc. (the Station)
(a nonprofit organization), which comprise the statements of financial position as of August 31, 2019
and 2018, and the related statements of activities and changes in net assets, functional expenses,
and cash flows for the years then ended, and the related notes to the financial statements
(collectively, financial statements).

Management’'s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’'s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

LOUISIANA = TEXAS
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Friends of WWOQZ, Inc. as of August 31, 2019 and 2018, and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of a Matter

As discussed in Note 1 to the financial statements, for the year ended August 31, 2019, the
Station adopted Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic
958): Presentation of Financial Statements of Not-for-Profit Entities. Our opinion is not modified
with respect to this matter.

Other Matters

Other Information

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 3, 2020, on our consideration of Friends of WWOZ, Inc.’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to solely describe the scope
of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of Friends of WWOZ, Inc.’s internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Friends of WWOZ,
Inc.’s internal control over financial reporting and compliance.

oA

A Professional Accounting Corporation

Metairie, LA
January 3, 2020



FRIENDS OF WWOZ, INC.
Statements of Financial Position
August 31, 2019 and 2018

2019 2018
Assets
Current Assets
Cash 946,474 $ 570,105
Grants and Accounts Receivable 27,624 41,484
Prepaid Expenses 12,487 16,042
Total Current Assets 986,585 627,631
Property and Equipment, Net 387,678 532,561
Total Assets 1,374,263 $ 1,160,192
Current Liabilities
Accounts Payable 68,542 $ 32,844
Deferred Revenue 94,575 52,300
Total Current Liabilities 163,117 85,144
Net Assets
Without Donor Restrictions
Undesignated 823,468 542,487
Designated for Equipment 387,678 532,561
Total Net Assets Without Donor Restrictions 1,211,146 1,075,048
Total Net Assets 1,211,146 1,075,048
Total Liabilities and Net Assets 1,374,263 $ 1,160,192

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



FRIENDS OF WWOZ, INC.
Statements of Activities and Changes in Net Assets
For the Year Ended August 31, 2019 and 2018

2019 2018
Revenue and Support
Contributions and Membership Fees 3,388,537 2,921,758
Foundation and Nonprofit Contributions 1,200,000 1,228,375
Development Production Grants 752,388 802,219
Underwriting 284,805 359,561
Special Events 283,642 212,683
Other Revenues 42,586 15,713
Total Revenue and Support 5,951,958 5,540,309
Expenses
Program Services
Programming and Production 1,211,390 1,140,449
Broadcasting and Internet Services 715,749 710,089
Total Program Services 1,927,139 1,850,538
Supporting Services
Management and General 1,033,828 935,795
Fundraising and Membership Development 2,854,893 2,665,130
Total Supporting Services 3,888,721 3,600,925
Total Expenses 5,815,860 5,451,463
Change in Net Assets 136,098 88,846
Net Assets, Beginning of Year 1,075,048 986,202
Net Assets, End of Year 1,211,146 1,075,048

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



FRIENDS OF WWOZ, INC.
Statement of Functional Expenses
For the Year Ended August 31, 2019

Program Services

Supporting Services

Programming Broadcasting Total Fundraising Total
and and Internet Program and Membership  Management Supporting
Production Services Services Development and General Services Total
Expenses

Salaries, Payroll Taxes, and Employee Benefits  $ 500,508 $ 359,516 $ 860,024 $ 343,946 $ 493118 $ 837,064 $ 1,697,088
Special Events - - - 1,576,798 - 1,576,798 1,576,798
Jazz Fest Related Expenses 643,461 - 643,461 643,460 - 643,460 1,286,921
Professional Services 43,414 - 43,414 - 141,329 141,329 184,743
Occupancy - 25,143 25,143 57,490 68,012 125,502 150,645
Depreciation - - - - 141,483 141,483 141,483
Telephone - 4,843 4,843 - 87,780 87,780 92,623
Insurance - 79,037 79,037 - - - 79,037
Development and Training - - - 64,257 12,778 77,035 77,035
Website Expense (Digital Deployment) - 72,900 72,900 - - - 72,900
IT Support Services - - - 63,077 8,678 71,755 71,755
Related Business - 64,443 64,443 - - - 64,443
Membership Premiums - - - 63,085 - 63,085 63,085
Operations and Maintenance - 56,719 56,719 - - - 56,719
Financial Fees - - - 41,710 6,497 48,207 48,207
Contract Labor - 45,300 45,300 - - - 45,300
Office Supplies and Postage 5,464 - 5,464 - 22,203 22,203 27,667
Other Expenses - - - - 20,824 20,824 20,824
Printing, Publications, and Graphics - - - 1,070 18,687 19,757 19,757
Program Production 18,543 - 18,543 - - - 18,543
Affiliation Fees - - - - 9,039 9,039 9,039
Mobile Truck - 7,848 7,848 - - - 7,848
Loss on Disposal of Equipment - - - - 3,400 3,400 3,400
Bad Debt Expense - - - - - - -

Total Expenses $ 1,211,390 $ 715,749 $ 1,927,139 $ 2,854,893 $ 1,033,828 $ 3,888,721 % 5,815,860

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



FRIENDS OF WWOZ, INC.
Statement of Functional Expenses
For the Year Ended August 31, 2018

Program Services Supporting Services
Programming Broadcasting Total Fundraising Total
and and Internet Program and Membership  Management Supporting
Production Services Services Development and General Services Total
Expenses

Salaries, Payroll Taxes, and Employee Benefits 413715 $ 364,307 $ 778,022 $ 335537 % 465,650 $ 801,187 $ 1,579,209
Special Events - - - 1,416,024 - 1,416,024 1,416,024
Jazz Fest Related Expenses 646,885 - 646,885 646,884 - 646,884 1,293,769
Depreciation - - - - 159,172 159,172 159,172
Occupancy - 24,774 24,774 57,490 72,653 130,143 154,917
Professional Services 40,500 - 40,500 - 83,035 83,035 123,535
Membership Premiums - - - 98,518 - 98,518 98,518
Related Business - 79,589 79,589 - - - 79,589
Website Expense (Digital Deployment) - 73,660 73,660 - - - 73,660
Telephone - 13,444 13,444 - 57,180 57,180 70,624
Development and Training - - - 61,209 7,234 68,443 68,443
Operations and Maintenance - 63,617 63,617 - - - 63,617
Insurance - 57,299 57,299 - - - 57,299
Financial Fees - - - 28,077 8,079 36,156 36,156
Other Expenses - - - - 32,828 32,828 32,828
Program Production 31,854 - 31,854 - - - 31,854
Contract Labor - 28,158 28,158 - - - 28,158
IT Support Services - - - 19,429 6,481 25,910 25,910
Office Supplies and Postage 7,495 - 7,495 - 17,096 17,096 24,591
Printing, Publications, and Graphics - - - 1,962 12,523 14,485 14,485
Bad Debt Expense - - - - 8,192 8,192 8,192
Affiliation Fees - - - - 5,672 5,672 5,672
Mobile Truck - 5,241 5,241 - - - 5,241

Total Expenses $ 1,140,449 $ 710,089 $ 1,850,538 $ 2,665130 $ 935,795 $ 3,600,925 $ 5,451,463

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



FRIENDS OF WWOZ, INC.
Statements of Cash Flows
For the Years Ended August 31, 2019 and 2018

2019 2018
Cash Flows from Operating Activities
Change in Net Assets 136,098 88,846
Adjustment to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities
Depreciation 141,483 159,172
Bad Debt Expense - 8,192
Loss on Disposal of Equipment 3,400 -
(Increase) Decrease in Assets
Grants and Accounts Receivable 13,860 (24,952)
Prepaid Expenses 3,555 2,901
Increase (Decrease) in Liabilities
Accounts Payable 35,698 12,729
Deferred Revenue 42,275 35,800
Net Cash Provided by Operating Activities 376,369 282,688
Cash Flows from Investing Activities
Purchase of Property and Equipment - (173,010)
Net Cash Used in Investing Activities - (173,010)
Cash Flows from Financing Activities
Repayments on Line of Credit - (151,045)
Borrowings on Line of Credit - 151,045
Net Cash Provided by Financing Activities - -
Net Increase in Cash 376,369 109,678
Cash, Beginning of Year 570,105 460,427
Cash, End of Year 946,474 570,105
Supplemental Disclosures of Cash Flow Information
Cash Paid During the Year for Interest 80 2,058
Cash Paid During the Year for Taxes 4,127 4,127

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



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies

Nature of Activities

The Friends of WWOZ, Inc. (the Station) is a nonprofit community radio station which was
organized under the laws of the State of Louisiana on June 16, 1986. The Station operates
a noncommercial, educational radio station which was licensed to operate by the Federal
Communications Commission on October 29, 1981. The Station’s call letters are WWOZ-
FM. The mission of the Station is to celebrate the cultural diversity of New Orleans and its
surrounding regions through music and information. The Station is funded mainly by federal
and state grants, support from the New Orleans Jazz and Heritage Foundation (the
Foundation), community fundraising, and underwriting contributions.

Basis of Accounting

The accounts of the Station are maintained in conformity with the principles of not-for-
profit accounting. The accompanying financial statements of the Station have been
prepared on the accrual basis of accounting and, accordingly, reflect all significant
receivables, payables, and other liabilities.

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 certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Allowance for Doubtful Accounts

Accounts receivable are recorded at the amount the Station expects to collect on balances
outstanding as of August 31, 2019. Management closely monitors outstanding balances
and writes off balances when they are deemed to be uncollectible on the basis of specific
identification. The use of this method does not differ materially from the allowance method
required by accounting principles generally accepted in the United States of America. No
allowance for doubtful accounts was considered necessary at August 31, 2019 and 2018.

Property and Equipment

The Station records all asset acquisitions at cost, except for assets donated to the Station.
Donated assets are recorded at appraisal value or estimated fair value determined as of
the date of donation.

Acquisitions of property and equipment in excess of $2,500, computer equipment in
excess of $3,000, and all expenditures for improvements that materially prolong the useful
lives of assets are capitalized.

Equipment acquired with funds received through grants or contributions on which specific
objectives are stipulated are reported as net assets designated for equipment.



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Property and Equipment (Continued)
Depreciation expense is determined using the straight-line method and is intended to
allocate the cost of the assets over their estimated useful lives as follows:

Asset Category Estimated Useful Life
Leasehold Improvements Lesser of Lease Term or 10 Years
Furniture and Fixtures 10 Years
Equipment 7 - 10 Years
Automobiles 5 Years
Computers 3 Years

Costs Incurred for Programs Not Yet Broadcast

Costs incurred for programs not yet broadcast are capitalized. Such costs relate to
programs produced by the Station that will be broadcast subsequent to August 31%.
Programs to be completed and broadcast within one year are classified as current assets
whereas programs to be completed and broadcast in more than one year are classified
as long-term. As the programs are broadcast, the costs incurred will be included
in operating expenses. Program status is evaluated annually. Costs associated with
programs not considered to have future benefit are adjusted to net realizable value. As of
August 31, 2019 and 2018, there were no costs incurred for programs not yet broadcast.

Income Taxes

The Station’s activities relating to the operation of its radio station are exempt from federal
income tax under Section 501(c)(3) of the Internal Revenue Code (IRC). The Station
gualifies as an organization that is not a private foundation as defined in Section 509(a)
of the IRC. However, income from certain activities not directly related to the Station’s
tax-exempt purpose is subject to taxation as unrelated business income.

Accounting principles generally accepted in the United States of America provide
accounting and disclosure guidance about positions taken by an entity in its tax returns
that might be uncertain. The Station believes that it has appropriate support for any tax
positions taken, and management has determined that there are no uncertain tax positions
that are material to the financial statements.

Penalties and interest assessed by income taxing authorities, if any, would be included in
income tax expense.

Revenue Recognition

Contributions and membership fees are recognized when they are received or
unconditionally pledged. Conditional contributions are recognized when they are received
with donor stipulations that limit the use of the contributions.



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Revenue Recognition (Continued)

Support that is restricted by a donor is reported as an increase in net assets with donor
restrictions, depending on the nature of the restrictions. When a restriction expires (that
is, when a stipulated time restriction ends or purpose restriction is accomplished), net
assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the statements of activities as net assets released from restrictions. Donor
restricted contributions whose restrictions are met in the same reporting period are
reported as net assets without donor restriction.

Grant revenues are recognized when the grant is received or when the grantor makes
a promise that is, in substance, unconditional. For certain grants where eligibility is
determined based on the Station’s ability to secure financial support from other sources, the
grant revenue is recognized when the conditions are substantially met. Certain grants are
restricted for the purchase of equipment and for the payment of certain operational
expenses. When the Station is notified that they are a recipient of these grants, the amounts
are included as donor restricted grant revenue in the accompanying statements of
activities.  Grant funding received in advance of expenditures for allowable grant purposes
is recognized as deferred (unearned) grant revenue.

Revenues and expenses from various activities conducted for the purpose of raising funds
for the Station’s operations, other than membership drives, are reported at gross amounts.
The expenses include the cost of direct benefits to donors. The value of items donated
for such events are not recorded as these amounts are not readily determinable.

In-Kind Contributions

The Station records as revenue the value of the free air space that they give to other
businesses through trade agreements in exchange for free use of office facilities and
supplies. Likewise, a similar amount is thus recorded as rent and supplies expense.

Contributed materials, supplies, facilities, and property are recorded at their estimated fair
value at the date of the donation. The Station reports gifts of equipment, professional
services, materials, and other non-monetary contributions as unrestricted revenue in the
accompanying statements of activities.

If the fair value of contributed materials, supplies, facilities, and property cannot be
reasonably determined, they are not recorded. Donated personal services of non-
professional volunteers, as well as national and local programming services, are not
recorded as revenue and expenses as there is no objective basis available to measure
the value of such services.

Contributed advertising and promotion are recorded at the fair value of the contribution
portion of the total value received.

10



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Corporation for Public Broadcasting Community Service Grants

The Corporation for Public Broadcasting (CPB) is a private, nonprofit grant making
organization responsible for funding more than 1,000 television and radio stations. The
CPB was established by Congress with the purpose of providing services, funding, and
advocacy for public television and radio stations in America. In doing so, the CPB annually
awards grants to qualified stations, such as WWOZ-FM.

The Station receives a Community Service Grant from CPB annually. The funds from this
grant may be used for general operations and are, therefore, reported on the
accompanying financial statements as an increase in net assets without donor restriction.
The Station also receives a National Program Production and Acquisition Grant (NPPAG),
which provides funding for restricted uses: either for the acquisition of programs produced
for national distribution or the actual production of programs that are distributed nationally.
NPPAG funds must be expended within 18 months of receipt. NPPAG funds are reported
on the accompanying financial statements as an increase in net assets with donor
restriction until satisfaction of the time and purpose restrictions, after which they are
reported as a release from net assets with donor restrictions and an increase in net assets
without donor restrictions. If restrictions are satisfied within the period received, funds are
reported as an increase in net assets without donor restrictions.

Certain general provisions must be satisfied in connection with the application for and
use of grants to maintain eligibility and meet compliance requirements. These general
provisions pertain to the use of grant funds, record keeping audits, financial reporting,
mailing lists, and licensee status with the Federal Communications Commission.

Advertising Costs
Advertising costs are expensed in the year incurred.

Commissions
The Station has agreements with independent consultants to solicit and acquire funds for
program underwriting and other activities related to public broadcasting. The agreements
provide for payment of commissions to the consultants based on varying percentages of
funds received.

Basis of Net Asset Presentation
The Station reports information regarding its financial position and activities according to
two classes of net assets:

Net Assets Without Donor Restrictions - Net assets for general use that are not subject
to donor-imposed restrictions.

Net Assets With Donor Restrictions - Net assets whose use is limited by donor-
imposed time and/or purpose restrictions. Once expended for their restricted purpose,
these restricted net assets are released to net assets without donor restrictions and
reported in the statement of activities and changes in net assets as net assets released
from restriction.

11



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Statement of Cash Flows

For the purposes of reporting cash flows, the Station considers all highly liquid debt
instruments purchased with an original maturity of three months or less to be cash
equivalents. At August 31, 2019 and 2018, the Station had no cash equivalents.

Functional Expenses

The costs of providing the program services and other activities have been summarized
on a functional basis in the statements of activities. The statements of functional expenses
presents the natural classification detail of expenses by function. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.
Expenses are allocated on a reasonable basis that is consistently applied. When possible,
expenses are first allocated by direct identification and then allocation if an expenditure
benefits more than one program or function. The expenses that are allocated are allocated
on the basis of estimates of time and effort. There were no such allocated expenses during
the year ended August 31, 2019.

Liquidity and Availability

The Station’s objective is to maintain liquid financial assets without donor restrictions
sufficient to cover 60 days of program expenditures. The Station regularly monitors
liquidity required to meet its operating needs and other contractual commitments.
Expenditures are generally met within 30 days, utilizing the financial resources the Station
has available. In addition, the Station operates with a budget to monitor sources and uses
of funds throughout the year.

Financial assets available for general expenditure, that is, without donor or other
restrictions limiting their use, within one year of the balance sheet date, comprise the
following:

2019 2018
Cash $ 946,474 $ 570,105
Grants and Accounts Receivable 27,624 41,484
Total $ 974,098 $ 611,589

Recent Accounting Pronouncements - Adopted

In  August 2016, the Financial Accounting Standard board( FASB) issued
Accounting Standard Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities. The update addresses
the complexity and understandability of net asset classification, deficiencies in
information about liquidity and availability of resources, and the lack of consistency in the
type of information provided about expenses and investment return. The Station
implemented ASU 2016-14 and has adjusted the presentation in these financial
statements accordingly. The ASU has been applied retrospectively to all periods
presented which resulted in no reclassification of net assets.

12



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Recent Accounting Pronouncements - Not Yet Adopted

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers
(Topic 606), which amends the existing accounting standards for revenue recognition.
ASU 2014-09 is based on principles that govern the recognition of revenue at an amount an
entity expects to be entitled to when products are transferred to customers. ASU 2014-09
will be effective for annual financial statements issued for fiscal years beginning after
December 15, 2018, and interim periods within annual periods beginning after
December 15, 2019, though early adoption is permitted. The new revenue standard may
be applied retrospectively as of the date of adoption. The Station is currently evaluating the
impact of adopting the new revenue standard on its financial statements.

In January 2016, the FASB issued ASU 2016-02, Leases (Topic 842). ASU 2016-02 requires
that a lessee recognize the assets and liabilities that arise from leases classified as finance
or operating. A lessee should recognize in the statement of financial position a liability to
make lease payments (the lease liability) and a right-of-use asset representing its right to use
the underlying asset for the lease term. For leases with a term of 12 months or less, a lessee
is permitted to make an accounting policy election by class of underlying asset not to
recognize lease assets and lease liabilities. In transition, lessees and lessors are required to
recognize and measure leases at the beginning of the earliest period presented using a
modified retrospective approach. ASU 2016-02 is effective for financial statements issued
for annual periods beginning after December 15, 2020. The Station is currently evaluating
the impact of adopting the new revenue standard on its financial statements.

Note 2.  Property and Equipment

Property and equipment at August 31, 2019 and 2018 consisted of the following:

2019 2018

Office Furniture and Fixtures $ 12,980 $ 12,980
Broadcast Equipment 711,076 711,076
Broadcast Trucks 244,194 244,194
Radio Station Equipment 171,324 171,324
Leasehold Improvements 421,971 426,172
Website 173,038 173,038

Total 1,734,583 1,738,784
Less: Accumulated Depreciation (1,346,905) (1,206,223)

Property and Equipment, Net $ 387,678 % 532,561

During the years ended August 31, 2019 and 2018, the amount charged to depreciation
totaled $141,483 and $159,172, respectively.

13



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 3. Concentration of Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the Station’s deposits
may not be recovered. The Station periodically maintains cash in bank accounts in
excess of insured limits. As of August 31, 2019, the Station’s bank balances were
$995,511. Balances insured by the Federal Deposit Insurance Corporation (FDIC), which
covers the total balance of accounts up to $250,000 per financial institution, totaled
$250,000. Deposits of $745,511 were uninsured and subject to custodial credit risk at
August 31, 2019. The Station has entered into an agreement with a financial institution to
invest its cash in overnight repurchase agreements in order to secure its cash balances.
The Station has not experienced any losses and does not believe that significant credit
risk exists as a result of this practice.

Note 4. Line of Credit

The Station has a $300,000 line of credit with a bank, maturing on August 3, 2020.
The line is unsecured and carries a variable rate of interest payable monthly at the Wall
Street Journal prime rate plus 0.77%. There were no borrowings outstanding against the
line of credit as of August 31, 2019 nor August 31, 2018. Interest expense recognized
related to the line of credit totaled $-0- and $2,058 for the years ended August 31, 2019
and 2018, respectively.

Note 5. Operating Leases

The Station leases its office and studio in New Orleans, Louisiana pursuant to a
non-cancellable lease dated July 1, 2008. Under the most recent amendment to this lease
dated May 8, 2014, the lease stipulates monthly rent payments and monthly utility
payments. During 2019, the lessor orally agreed to an adjusted monthly rent and utility
payment of $1,187 and converted the lease to a month-to-month arrangement. The lease
references a cooperative endeavor agreement between the Station and the lessor which
is used to value a trade with the lessor for underwriting through the Station. The current
estimated monthly value of the underwriting provided to the lessor is $3,183, totaling
$38,200 annually. Rent expense related to this office space totaled $53,147 and $62,752
for the years ended August 31, 2019 and 2018, respectively.

The Station leases a transmitter site at Tulane University pursuant to a lease dated
June 1, 2013. The lease stipulates monthly rent payment of $500, with a 3% annual
increase through the lease expiration date, December 31, 2022. Rent expense related
to this lease totaled $7,095 and $6,888 for the years ended August 31, 2019 and
2018, respectively.

The Station leases a storage warehouse in Kenner, Louisiana pursuant to a lease dated
July 16, 2007. Under the most recent extension to this lease dated July 13, 2019, the
lease stipulates monthly rent payments of $1,415 through July 12, 2020. Rent expense
related to this warehouse totaled $16,974 for both of the years ended August 31, 2019
and 2018.

14



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 5. Operating Leases (Continued)

Various rental expenses resulting from month-to-month operating leases of equipment
and storage facilities totaled $8,589 and $8,141 for the years ended August 31, 2019 and
2018, respectively.

The Station executed a long-term lease agreement effective April 1, 2002, with the City of
New Orleans for a parcel of land. The initial term of the lease is for forty (40) years ending
on March 31, 2042. The annual rental was $75 for the first five (5) years and escalates
by 15% for each subsequent five year period within the initial term. The agreement
provides for two (2) optional renewal periods of twenty-five (25) and twenty-four (24) years
duration, respectively.

The Station leases additional office space in New Orleans, Louisiana pursuant to a
commercial lease agreement dated July 1, 2015. The renewal of this lease in June of
2017 stipulated monthly rent payments of $932 totaling $11,184 annually, plus operating
expenses estimated at $67.50 per month totaling $810 annually. During 2018, this lease
was converted to a month-to-month lease. The lease includes a special stipulation
between the Station and the lessor which is used to value a trade with the lessor for
underwriting through the Station. The current estimated monthly value of the underwriting
provided to the lessor is $1,607. Rent expense related to this office space totaled $19,290
for both of the years ended August 31, 2019 and 2018.

Minimum future lease payments required under the various lease agreements in effect at
August 31, 2019, are as follows:

2020 $ 24,252

2021 7,493

2022 7,714

2023 114

2024 131
Thereafter 2,944
Total Minimum Lease Payments $ 42,648

Note 6. Commitments and Contingencies

The Station is a recipient of grants from federal and state funds. These grants are governed
by various federal and state guidelines, regulations, and contractual agreements. The
administration of the program and activities funded by these grants is under the control and
administration of the Station and is subject to audit and/or review by the applicable funding
sources. Any grant or award of funds found not to be properly spent in accordance with the
terms, conditions, and regulations of the funding sources may be subject to recapture.
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FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 7. Broadcast Hours (Unaudited)

The broadcast hours of the radio station were approximately 8,750 and 8,753 for the years
ended August 31, 2019 and 2018, respectively.

Note 8. Retirement Plan

The Station has a qualified defined contribution retirement plan (the Plan) covering
substantially all employees. Eligibility in the Plan is based upon three years of continuous
employment with the Station. Contributions made by the Station are discretionary.
Retirement expense for the years ended August 31, 2019 and 2018, totaled $50,871 and
$37,470, respectively.

Note 9. Risk Management
The Station is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets for which the Station carries commercial insurance. Liabilities are
reported when it is probable that a loss has occurred, and the amount of the loss can be
reasonably estimated.

Note 10. Board of Directors’ Compensation
The Board of Directors of the Friends of WWOZ, Inc. is a voluntary board; therefore, no
compensation has been paid to any member.

Note 11. Corporation for Public Broadcasting Community Service Grants
As disclosed in Note 1, the Station received various Community Service Grants from the
Corporation for Public Broadcasting. For the year ended August 31, 2019, the Station

received and expended the Community Service Grants as follows:

Fiscal Year Ended August 31, 2019

Grants Amount Amount Balance at
Received Purpose Funded Expended August 31, 2019
Community Services Grant Operations $ 217,959 $ 217,959 $ -

National Program Production
and Acquisition Grant Operations $ 78,706 $ 78,706 $
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FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 11. Corporation for Public Broadcasting Community Service Grants (Continued)
As disclosed in Note 1, the Station received various Community Service Grants from the
Corporation for Public Broadcasting. For the year ended August 31, 2018, the Station
received and expended the Community Service Grants as follows:

Fiscal Year Ended August 31, 2018

Grants Amount Amount Balance at
Received Purpose Funded Expended August 31, 2018
Community Services Grant Operations $ 203,028 $ 203,028 $ -

National Program Production
and Acquisition Grant Operations $ 87,012 $ 87,012 $

Note 12. Related Party Transactions

The New Orleans Jazz and Heritage Foundation (the Foundation) appoints the president
and the board members to the Board of Directors of the Station.

During the years ended August 31, 2019 and 2018, the Foundation granted the Station
$1,200,000 and $1,228,375, respectively, to cover certain fees relating to the Jazz and
Heritage Festival. This yearly grant covers all the rights, benefits, services, and uses of
property and fixtures at the Fair Grounds during the annual New Orleans Jazz and
Heritage Festival. The amount granted varies from year to year, depending on the nature,
scope, and value of the rights, benefits, services, and uses accorded to the Station in any
particular year. The grant proceeds were fully utilized to pay the expenditures pertaining
to the Station’s participation with the Jazz and Heritage Festival during the years ended
August 31, 2019 and 2018. The funds that were received from the Foundation are
reported on the statements of activities within the foundation and nonprofit contributions
line item. Expenses of an equal amount are reported on the statements of functional
expenses within the Jazz Fest related expenses line item.

During the years ended August 31, 2019 and 2018, the Station recorded revenue from the
Foundation as part of the Foundation’s operational grant for the Station totaling $430,000
and $300,000, respectively.

During the year ended August 31, 2018, the Station recorded revenue from the

Foundation as part of the Station’s infrastructure grant totaling $185,929. There were
no such revenues recorded for the year ended August 31, 2019.

17



FRIENDS OF WWOZ, INC.

Notes to Financial Statements

Note 13. Other Revenues

Other revenues during the years ended August 31, 2019 and 2018 consisted of the
following sources:

2019 2018
Other Broadcasts $ - $ 11,538
Rent Refund 24,187 -
Interest 676 675
License Plates 4,904 3,500
Miscellaneous 12,819 -
Total $ 42 586 $ 15,713

Note 14. Subsequent Events

Management has evaluated subsequent events through the date that the financial
statements were available to be issued, January 3, 2020, and determined that no events
occurred that require disclosure. No subsequent events occurring after this date have
been evaluated for inclusion in these financial statements.
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FRIENDS OF WWOZ, INC. Schedule |
Supplementary Information

Schedule of Grant Activity

For the Year Ended August 31, 2019

Identifying Program Contract Grant
Sources Number Name Period Revenue / Expense
New Orleans Jazz and Heritage Foundation FY 2019 NOJHF - Operational Grant FY 2019 $ 430,000
Total NOJHF 430,000
Corporation for Public Broadcasting FY 2019 Community Service Grant 02/26/19 - 3/27/19 217,959
FY 2019 National Program Production and Acquisition Grant 02/26/19 - 3/27/19 78,706
Total Corporation for Public Broadcasting 296,665
Arts Council of New Orleans FY 2019 Community Arts Grant FY 2019 10,223
LDOA Grant FY 2019 12,000
OCD Arts Grant FY 2019 3,500
Total Arts Council of New Orleans 25,723
Total Grants Revenue/Expenses $ 752,388

See independent auditor’s report.
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FRIENDS OF WWOZ, INC.
Supplementary Information
Schedule of Grant Activity

For the Year Ended August 31, 2018

Schedule | (Continued)

Identifying Program Contract Grant
Sources Number Name Period Revenue / Expense
New Orleans Jazz and Heritage Foundation FY 2018 NOJHF - Operational Grant FY2018 $ 300,000
FY 2018 NOJHF - Infrastructure Grant FY2018 185,929
Total NOJHF 485,929
Corporation for Public Broadcasting FY 2018 Community Service Grant FY2018 203,028
FY 2018 National Program Production and Acquisition Grant FY2018 87,012
Total Corporation for Public Broadcasting 290,040
Arts Council of New Orleans FY 2018 Community Arts Grant FY2018 3,750
LDOA Grant FY2018 10,500
OCD Arts Grant FY2018 12,000
Total Arts Council of New Orleans 26,250
Total Grants Revenue/Expenses $ 802,219

See independent auditor’s report.
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FRIENDS OF WWOZ, INC.
Supplementary Information

Schedule of Compensation, Benefits, and Other Payments
to Agency Head or Chief Executive Officer
For the Year Ended August 31, 2019

Schedule Il

Agency Head

Beth Utterback, General Manager

Purpose Amount
Salary $0
Benefits - Insurance $0
Benefits - Retirement $0
Benefits - Other $0
Car Allowance $0
Vehicle Provided by Government $0
Per Diem $0
Reimbursements $0
Travel $0
Registration Fees $0
Conference Travel $0
Continuing Professional Education Fees $0
Housing $0
Unvouchered Expenses $0
Special Meals $0

Management has determined that a total of $-0- in public funding received by the Station during
the year ended August 31, 2019 was allocated to the Agency Head'’s salaries. As such, all values

reported on this schedule are reported as $-0-.

See independent auditor’s report.
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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

Independent Auditor’'s Report

To the Officers and Board of Directors
Friends of WWOZ, Inc.

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of the Friends of WWOZ, Inc. (the Station) (a nonprofit organization), which
comprise the statements of financial position as of August 31, 2019 and 2018, and the related
statements of activities and changes in net assets, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements, and have issued our report
thereon dated January 3, 2020.

Internal Control Over Financial Reporting

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

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

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

LOUISIANA = TEXAS

An Independently Owned Member, RSM US Alliance
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Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Station’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose. Under
Louisiana Revised Statute 24:513, this report is distributed by the Louisiana Legislative Auditor
as a public document.

%)od‘z
A Professional Accounting Corporation

Metairie, LA
January 3, 2020
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FRIENDS OF WWOZ, INC.
Schedule of Findings and Responses
For the Year Ended August 31, 2019

Section |. Summary of Audit Results
Financial Statement Section
1. Type of auditor’s report
2. Internal control over financial reporting and compliance and other matters
a. Material weaknesses identified?
b. Significant deficiencies identified not considered

to be material weaknesses?
c. Non-compliance noted?

Section Il Internal Control Over Financial Reporting
None.

Section lll.  Compliance and Other Matters
None.

Unmodified

None

None
None
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FRIENDS OF WWOZ, INC.
Schedule of Prior Year Findings and Responses
For the Year Ended August 31, 2019

Section Il.

None.

Section Ill.

None.

Internal Control Over Financial Reporting

Compliance and Other Matters
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