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INTRODUCTION 
 
The management’s discussion and analysis (MD&A) introduces the basic financial statements and 
provides an overview of Montana PBS’s financial position and activities for the fiscal years ended June 
30, 2011 and 2010. This overview is required by Governmental Accounting Standards Board (GASB) 
Statement No. 35, Basic Financial Statements–and Management’s Discussion and Analysis–for Public 
Colleges and Universities, as amended by GASB Statements No. 37 and 38. Since the stations are 
component units of the Montana University System (a State agency), they are required to report under 
these GASB guidelines.  
 
The MD&A emphasizes the current year and identifies any economic or financial factors which could 
have a significant impact on future operations. This discourse has been prepared by management and 
should be read in conjunction with the financial statements and notes following this section.   
 
Montana PBS (collectively referred to as the “Station”) is a partnership of two non-commercial television 
stations licensed to the Montana University System which include KUSM-TV Bozeman, (operated by 
Montana State University), and KUFM-TV Missoula (operated by The University of Montana). The 
Station provides public television services through the acquisition, production and delivery of high-
quality television to residents of Montana. A related fund raising entity, Friends of Montana PBS, Inc. 
(“Friends”), is a not-for-profit Montana corporation that advises, provides financial support, promotes 
positive community relations and provides certain administrative services to Montana PBS. Readers may 
also wish to refer to the separately issued financial statements of Friends for further information. 
 
 
USING THE FINANCIAL STATEMENTS 
 
Pursuant to GASB Statement No. 35, the basic financial statements consist of the Statement of Net 
Assets; the Statement of Revenues, Expenses and Changes in Net Assets; the Statement of Cash Flows; 
and the notes to the financial statements. In addition to the financial statements, the MD&A is included as 
required supplementary information.  
 
The financial statements are prepared using the accrual basis of accounting, wherein revenues are 
recognized when services are provided and expenses are recognized when goods or services are received, 
regardless of when cash is exchanged. 
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FINANCIAL HIGHLIGHTS AND ANALYSIS 
 
During fiscal year 2011, the Station experienced a decrease in its overall financial position. This decrease 
was largely due to operating expenses exceeding revenues. Operating expenses increased by 
approximately 2.5% primarily due to costs associated with broadcasting. Specifically legal fees associated 
with obtaining a new license in Kalispell and minor tools and equipment relating to the Master Control 
and the Great Falls DTV projects. Operating revenues remained fairly stable as compared to the prior 
year. 
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FINANCIAL HIGHLIGHTS AND ANALYSIS (continued) 
 
Statement of Net Assets 
 
The Statement of Net Assets reflects the financial position of Montana PBS as of the end of the fiscal 
year. The difference between total assets and total liabilities (net assets) is one indicator of whether the 
overall financial condition of an entity has improved or worsened during the year. Assets and liabilities 
are generally measured using current values except for capital assets, which are stated at historical cost 
less an allowance for depreciation.  
 
A summary of the Statements of Net Assets is as follows at June 30: 
 

 2011 2010  2009 
ASSETS       

Total current assets $ 554,091 $ 727,157 $ 778,305 
Capital assets, net  3,826,810  4,033,042  4,147,746 
Total other non-current assets  24,659   13,868  13,839 

Total Assets $ 4,405,560 $  4,774,067 $  4,939,890 
LIABILITIES        

Total current liabilities $ 390,691 $ 370,918 $ 472,471 
Total non-current liabilities  522,369   422,626   300,898 

Total Liabilities $ 913,060 $ 793,544 $  773,369 
NET ASSETS       

Invested in capital assets, net of related debt  3,816,548  4,020,212  4,101,929 
Restricted  (324,048)  (40,240)  64,098 
Unrestricted  -   551   494 

Total Net Assets  3,492,500  3,980,523  4,166,521 
Total Liabilities and Net Assets $ 4,405,560 $ 4,774,067 $ 4,939,890 

 
 
Events or developments which occurred during 2011 include: 
 

 Cash and cash equivalents decreased $173,066 due to a combination of a loss on operating 
activities and the purchase of capital assets as discussed in the Statement of Cash Flows.  

 
 The net decrease in capital assets of $206,232 is due primarily to current year depreciation 

expense and equipment disposals exceeding current year acquisitions. Capital assets included the 
addition of $396,107 in broadcasting and studio equipment including a video HD server system 
for the Bozeman master control facility. Also added in 2011 was $198,454 in transmission, 
antenna and tower equipment relating primarily to the Missoula transmission facility. These 
additions were offset by an increase in accumulated depreciation of $678,649. 
 

 An increase in non-current liabilities of $99,743 is attributed primarily by the recording of other 
post employment benefits (OPEB) totaling $103,103 as required by GASB 45, Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The net 
OPEB liability reflects the implicit rate subsidy associated with post employment benefits other 
than pensions.  
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FINANCIAL HIGHLIGHTS AND ANALYSIS (continued) 
 
Events or developments which occurred during 2010 include: 
 
The decrease in net capital assets of $114,704 was due to current year depreciation expense and 
equipment disposals exceeding current year acquisitions. Equipment for the Great Falls transmission 
facility account for the majority of the current year acquisitions which totaled $701,671.                                                        

 
Current liabilities decreased by $101,553, which was largely due to a $67,350 decrease in amounts due to 
Montana State University (MSU) and a decrease in capital lease obligations. Amounts due to MSU 
decreased because the deficit cash balances on the cost reimbursement grants funds were lower than the 
prior year.   

 
An increase in non-current liabilities of $121,728 is attributed primarily by the recording of other post 
employment benefits (OPEB) totaling $100,005 as required by GASB 45, Accounting and Financial 
Reporting by Employers for Postemployment Benefits Other Than Pensions. The net OPEB liability 
reflects the implicit rate subsidy associated with post employment benefits other than pensions.  
 
Capital assets, net of related debt increased $81,717 due to a decrease in net capital assets and a net 
decrease in related debt of $32,987. The decrease in restricted net assets is largely due to the 2010 
increase in the OPEB liability.  
 
Statement of Revenues, Expenses and Changes in Net Assets 
 
The Statement of Revenues, Expenses and Changes in Net Assets present the results of the Station’s 
operational activities. In accordance with GASB, revenues and expenses are classified as either operating 
or non-operating. Operating revenues and expenses are transactions related directly to fulfilling the 
entity’s purpose (i.e. providing public television services). Non-operating revenues and expenses are 
transactions that are not related to the entity’s basic operations.  
 
A summary of the Statements of Revenues, Expenses and Changes in Net Assets is as follows at June 30: 
 

 2011 2010 2009 
Operating revenue $ 4,635,465 $ 4,782,191 $ 4,472,365 
Operating expenses  5,705,568  5,565,713  5,414,871 

Operating loss  (1,070,103)   (783,522)   (942,506) 
Non-operating revenues  583,131  597,525  2,054,293 
Other Expense – Interest Expense 
Net (decrease) increase in net assets 

    (1,051) 
(488,023) 

 - 
 (185,998)   

 (5,483) 
1,106,304 

Net assets-beginning of year  3,980,523  4,166,521  3,060,217 

Net assets-end of year $ 3,492,500 $ 3,980,523 $ 4,166,521 
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FINANCIAL HIGHLIGHTS AND ANALYSIS (continued) 
 

The following chart provides a graphical representation of revenues by source for fiscal years 2011 and 
2010: 

 
 
Events or developments which occurred during 2011 include: 
 

 Total operating expenses increased by $139,855 due primarily to a $240,739 increase in 
broadcasting expenses.  This increase was largely due to legal fees associated with obtaining a 
new license in Kalispell and an increase in minor tools and equipment relating to the Master 
Control project in Bozeman and the Great Falls DTV project. Less significant fluctuations in 
other operating categories accounted for the remainder of the change.   

 For additional analysis, the notes to the financial statements also present operating expenses in 
functional groups. Functional expenses include salaries and benefits, services and supplies, 
repairs and maintenance, rent and other occupancy costs as well as depreciation and amortization.  

Events or developments which occurred during 2010 include: 
 

 Total operating expenses increased by $150,842 due to the following increases (decreases):  

 $151,473 increase in broadcasting expenses 

 ($57,267) decrease in programming and production expenses 

 $24,549 increase in program information and promotion expense 

 ($22,049) decrease in management and general expenses 

 $56,393 increase in fundraising and membership development expenses 

Grants
State

appropriations
Donations and
contributions

Sales, service and
miscellaneous

Capital Grants

2011 1,205,390 1,133,489 1,953,493 388,197 538,027

2010 1,312,830 1,129,033 1,869,637 498,083 570,132
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FINANCIAL HIGHLIGHTS AND ANALYSIS (continued) 
 

To help readers better understand the increases and decreases in each of the above categories, 
operating expenses are also categorized into functional groups. Functional expenses include 
salaries and benefits, services and supplies, repairs and maintenance, rent and other occupancy 
costs as well as depreciation and amortization.  

 Salaries and benefits expense increased $215,482 due to a 9% increase in employer health 
insurance costs. The remaining offsetting variance of ($56,499) is due to various immaterial 
increases and (decreases) in other operating expenses.   

 
The following chart provides a graphical representation of each program expense as a percentage of total 
operating expenses for fiscal year 2011: 
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FINANCIAL HIGHLIGHTS AND ANALYSIS (continued) 
 
Statement of Cash Flows 

 
The Statement of Cash Flows provides additional information about the Station’s financial results by 
reporting the major sources and uses of cash. This statement aids in assessing the Stations’ ability to a) 
meet obligations and commitments as they become due, b) generate future cash flows, and c) recognize 
the need for external financing.  
 
A summary of the Statements of Cash Flows is as follows at June 30: 
 

 2011 2010 2009 
CASH PROVIDED BY (USED IN)       

Operating activities $ 19,325   $    99,677 $  (314,515) 
Non-capital and related financing activities        (12,589)        -       30,805 
Capital and related financing activities       (85,705)  (111,543)    (337,341) 
Investing activities  2,424       2,571    3,772 
Net decrease in cash and cash equivalents  (76,545)  (9,295)  (617,279) 
Cash and cash equivalents – beginning of year  583,346      592,641    1,209,920 
Cash and cash equivalents – end of year $ 506,801 $ 583,346 $      592,641 

 
Events or developments which occurred during 2011 include: 
 

 Cash provided by operating activities amounted to $19,325 in 2011. The operating loss of 
$1,070,103 was largely offset by noncash operating expenses, primarily depreciation expense 
of $830,349, and the Annual Required Contribution to the OPEB liability of $103,103.  
 

 Non-capital and related financing activities used $12,589 in 2011 due to purchase of a long 
term investment with donated funds. 

 
 Capital and related financing activities used $85,705 in cash. This net cash outflow was due to 

purchases of capital assets of $618,118 offset by $536,042 in capital grants received during the 
year.   

 
Events or developments which occurred during 2010 include: 
 

 Cash provided by operating activities amounted to $99,677. This net cash inflow was due to 
the operating loss of $783,523 that was largely offset by noncash operating expenses, mainly 
depreciation expense of $776,206.  
 

 Non-capital and related financing activities did not have any cash inflow or outflows during 
2010. During 2009, $30,805 was provided by noncapital and related financing activities due to 
amounts advanced in 2009 by Montana State University to cover expenses on grants that are 
billed on a cost reimbursement basis. 

 
 Capital and related financing activities used $111,543 in cash. This net cash outflow was due 

to additions to capital assets exceeding the amount of capital grants received during the year. 
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ECONOMIC OUTLOOK 
 
The Station’s primary concerns moving forward include the effect of the continuing difficult economic 
conditions on philanthropic giving, as well as possible instability in state and federal funding. The loss of 
PTFP (Public Telecommunications Facilities Program) and CPB Digital funding will have a very negative 
effect on this Station’s ability to replace and maintain capital investments, ultimately resulting in the need 
to fund capital depreciation at a level not previously achieved.  
 
The Station has received a permit to build a new transmitter in Kalispell, Montana. The majority of funds for 
this project have already been raised, but the Station will still have to raise the remaining funds, approximately 
$70,000. 

 
The Station’s investment in local programming also continues to pay off through the publicity gained for 
services and by showcasing the Station’s mission of portraying the issues, people and independent spirit of 
Montana. Local programs continue to be a leading source of pledge dollars from viewers which is a remarkable 
accomplishment in public television. 

 
The strength of the Station’s programming, the success of past fundraising campaigns and a continued 
focus on expansion throughout Montana and audience memberships are important foundations to build on 
as the Station looks to maintain and grow the revenue needed to support its operating and capital needs. 
The Station is also working to build philanthropic capacity by creating a relationship with the MSU 
Alumni Foundation in cooperation with the UM Foundation, specifically a major giving officer dedicated 
to building the Stations endowment, capital campaign, and planned giving efforts. While it is not possible 
to predict a definitive result, management believes that the Station’s financial condition will remain stable 
and continue to improve in subsequent years. 
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NOTE G COMMITMENTS AND CONTINGENCIES 
 

The Stations operate their programs with the aid of funding primarily from the following 
sources: 
 
1. CPB CSG grants. 
 
2. Appropriations from the Montana University System. 
 
3. Contributions from Friends of Montana PBS, Inc. 
 
A major reduction in the level of support from any of these funding sources could have a 
negative impact on the Stations' ability to maintain its current programs. 
 
Montana PBS must use its community service grants within two-year grant periods.  Any 
unexpended funds must be returned to the Corporation for Public Broadcasting.  Although 
it is a possibility that the funds could not be spent within the grant period, the management 
of Montana PBS deems the contingency remote. 

 
The Stations face a number of risks of loss, including (a) damage to and loss of property 
and contents, (b) employee torts, and (c) Workers' Compensation.  The Stations, as 
departments of the Montana University System, participate in the risk management 
programs of the Montana University System and the State of Montana. 
 
Digital Television Conversion.  The Federal Communications Commission required that all 
television stations convert to digital technology (DTV) by February 2, 2005.  Montana PBS 
completed the installation of digital transmitters in Missoula and Bozeman by the required 
date, which is all that was necessary for the FCC mandate. 
  
Montana PBS also sought and received a DTV channel allocation and construction permits 
in Great Falls.  The Great Falls station, KUGF, signed on the air October 11, 2010. 

 
NOTE H RELATED PARTY TRANSACTIONS 
 

During the year ended June 30, 2011, the Stations received $927,826 of monetary support 
from Friends of Montana PBS, Inc. 
 

 
 
 
 
 
 
 

















Friends of

Montana 2011 2010

KUSM KUFM PBS, Inc. Total Total

SUPPORT AND REVENUES

Total support and revenues per

  statement of revenue, expenses,

  and changes in net assets

Operating revenues 3,777,391$     858,074$        -$                  4,635,465$    4,782,191$  

Nonoperating revenues 520,647          62,484            1,491,518     2,074,649      1,968,517    

Subtotal per CPB report

Schedule F 4,298,038       920,558          1,491,518     6,710,114      6,750,708    

Less

Federal support 636,677          -                      -                    636,677         212,274       

Public broadcasting support 960,363          -                      -                    960,363         1,044,458    

Friends revenue presented discretely -                      -                      927,826        927,826         1,168,852    

In-kind revenue (not NFFS) 1,245              9,800              -                    11,045           30,320         

Capital grants and contributions 29,281            51,069            -                    80,350           541,033       

Miscellaneous other items 158,883          86,330            (1,000)           244,213         354,082       

Subtotal 1,786,449       147,199          926,826        2,860,474      3,351,019    

Non-Federal financial support per
CPB report summary, Line 5 2,511,589$     773,359$        564,692$      3,849,640$    3,399,689$  

EXPENSES

Total expenses per statement of

    revenues, expenses, and changes

  in net assets 4,675,604$     1,031,015$     1,208,908$   6,915,527$    7,016,758$  

Less contributions from Friends of

Montana PBS to Montana PBS/

KUSM TV/KUFM TV -                      -                      927,826        927,826         1,168,852    

OPERATING EXPENSES PER CPB
Report Summary, Schedule E, Line 8 4,675,604$     1,031,015$     281,082$      5,987,701$    5,847,906$  

for the year ended June 30
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