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Independent Auditor's Report 
 
 
Board of Trustees 
Bates Technical College, KBTC-TV 
Tacoma, Washington 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Bates Technical College, KBTC-
TV ("KBTC"), as of and for the years ended June 30, 2016 and 2015 and the related notes to 
the 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 opinions 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 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. 
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Bates Technical College, KBTC-TV 
 
 
Opinions  
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Bates Technical College, KBTC-TV, as of June 30, 2016 
and 2015, and the changes in financial position and cash flows thereof for the years then 
ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Emphasis of Matter 
As discussed in Note 1, the financial statements present only KBTC and do not purport to, 
and do not present fairly the financial position of Bates Technical College, as of June 30, 
2016 and 2015, the changes in its financial position, or, where applicable, its cash flows for 
the years then ended in accordance with accounting principles generally accepted in the 
United States of America.  Our opinion is not modified with respect to this matter.   
 
Accounting principles generally accepted in the United States of America require that 
management's discussion and analysis on pages 3 through 8 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 who considers it to 
be an essential part of the 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 supplementary information in accordance with auditing standards 
generally accepted in the United States of America which consisted of inquires of 
management about the methods of preparing the information and comparing the information 
for consistency with management's responses to our inquires, 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. 
 
Other Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The supplementary information is presented for purposes of additional analysis and 
is 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. 
 
 
 
JOHNSON, STONE & PAGANO, P.S. 
 
November 30, 2016 
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Bates Technical College, KBTC-TV 
Management's Discussion and Analysis 

For the Years Ended June 30, 2016 and 2015 
 

 
Introduction and Reporting Entity 
 
Management's Discussion and Analysis ("MD&A") is an overview of the financial position and 
activities of Bates Technical College-KBTC-TV ("KBTC") as of and for the year ended June 30, 
2016 with comparative information for the year ended June 30, 2015.  
 
Management of KBTC has prepared the following discussion.  Readers should also review the 
Independent Auditor's Report along with the financial statements and related footnotes which 
follow this section to enhance their understanding of KBTC's performance. 
 
Bates Technical College, KBTC-TV is a public Television station established to encourage and 
promote non-commercial educational and public television broadcasting in the Tacoma and 
Centralia areas of Washington State.  In the Centralia area, KBTC operates as KCKA-TV 
("KCKA").  KBTC is operated by and licensed under Bates Technical College (the "College") and 
accounted for as a fund by the College.  The station has a significant commitment to local interest 
programming, local production and growing its educational and community engagement activities. 
 
The signal of KBTC and KCKA reaches an estimated 1.81 million households in greater Western 
Washington, stretching from the northwestern border of Oregon to southwestern British Columbia, 
Canada.  Contributing membership consists of approximately 143,500 households. 
 
Overview of the Financial Statements 
 
The KBTC financial report consists of a series of financial statements and notes to the statements.  
In its Statements No.'s 34, 35, 37 and 38, the Governmental Accounting Standards Board 
("GASB") sets the presentation standards of audited financial statements and note disclosures for 
state and local governments, and their subsidiaries. 
 
Public Broadcasting Entity-Wide Financial Statements 
 
The public broadcasting entity-wide financial statements and the fund financial statements are the 
basic financial statements under the reporting standards of GASB.  Financial information reported 
in the public-broadcasting-entity-wide financial statements uses the full-accrual method of 
accounting.  Revenues are recognized when they are earned, and expenditures are recognized when 
they are incurred. 
 
The public broadcasting entity-wide financial statements present the financial activity of KBTC 
(the primary government entity).  KCKA, which broadcasts from Centralia Washington, has its 
financial activity included in the KBTC financial statements. 
 
The financial statements presented highlight the significant financial activities that occurred during 
the past year and describes changes in financial activity from the prior year.   
  
The financial statements of KBTC consist of: 
 
 Statements of Net Position:  This statement presents the financial position of KBTC as of the 

end of the fiscal year.  It classifies assets and liabilities as current or noncurrent.  Generally, 
current liabilities are those that will be paid within one year of the date of the statement.  
Current assets are those that are available to satisfy current liabilities.  The difference between 
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total assets and total liabilities, net position, is one indicator of the current financial condition of 
KBTC, while the change in net position is an indication of whether the overall financial 
condition improved or worsened during the year.  Assets and liabilities are generally measured 
using current values.  One exception is capital assets, which are stated at historical cost less an 
allowance for depreciation and amortization. 

 
 Statements of Revenues, Expenses and Changes in Net Position:  This Statement presents 

KBTC's results of operations for the years ending June 30, 2016 and 2015. 
 
 Statements of Cash Flows: This Statement presents the detailed information about the major 

sources and uses of cash.  KBTC does not maintain a separate cash account; therefore, all of 
KBTC's cash receipts and disbursements are reflected in the accounts of Bates Technical 
College. 

 
 The notes to the financial statements provide an overview of the organization, significant 

accounting policies and important events.  
 

 Schedules of Functional Expenses: This Schedule presents the operating expenses incurred to 
vendors and employees for providing goods and services for the overall operations of KBTC.  
In addition, depreciation expense of $665,215 and $631,112 for 2016 and 2015, respectively, is 
shown. 

 
These statements are prepared in accordance with Governmental Accounting Standards Board 
("GASB") Statement No. 34, Basic Financial Statements and Management's Discussion and 
Analysis for State and Local Governments as amended by GASB Statement No. 35, Basic 
Financial Statements and Management discussion and Analysis for Public Colleges and 
Universities.    The adoption of these statements had no significant effect on the financial 
statements.  Statement 34 requires the classification of net position into three categories invested in 
capital assets, net of related debt, restricted and unrestricted. 
 
The Statements of Net Position includes Assets, Liabilities and Net Position of KBTC as of 
June 30, 2016 and 2015.  The statements list capital assets of broadcast equipment, building 
improvements, furniture and fixtures and automobiles; the balance is $1,549,664 net of 
accumulated depreciation at June 30, 2016.  Fixed (capital) assets are recorded at cost or, in the 
case of donated property, at their estimated fair value at date of receipt.  Depreciation is calculated 
on the straight-line method over the estimated useful lives of the assets.   
 
Net position represents the residual interest of KBTC's assets after liabilities are deducted.  
Restricted net position is subject to externally imposed restrictions governing their use.  Although 
unrestricted net position is not subject to externally imposed stipulations, the majority of the 
station's unrestricted net position has been designated for programming, broadcasting, production 
and outreach projects.  Overall station revenues increased and significantly exceeded the increase 
in operational expenses during 2016.  Net position decreased during 2016 from $3,056,093 to 
$2,880,521.   
 
A review of the net position at June 30, 2016 and 2015 shows that KBTC continues to maintain a 
favorable financial foundation. 
 
There were no major accounting changes that affected the financial statements.   
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The following chart depicts the breakdown of Assets, Liabilities and Net Position for KBTC for the 
years ended June 30, 2016 and 2015: 
            

Assets:
Current $    1,463,380 $    1,552,116 
Capital assets, net    1,549,664    1,646,059 

TOTAL ASSETS $ 3,013,044   $ 3,198,175   

Liabilities:
Current $ 132,523     $ 142,082     

Net position:
Invested in capital assets 1,549,664   1,646,059   
Restricted - expendable 1,177,602   2,297,909   
Unrestricted (deficit) 153,255     (887,875)    

Total Net Position 2,880,521   3,056,093   

TOTAL LIABILITIES AND NET POSITION $ 3,013,044   $ 3,198,175   

2016 2015

 
        
The Statements of Revenues, Expenses and Changes in Net Position list expenses by function.  
Operating revenues are listed by source.  Grants and contributions not restricted to a specific 
program or function are included in operating revenues.  
 
KBTC's main revenue sources are the Corporation for Public Broadcasting, Bates Technical 
College, individuals and corporate donors.  The station has and will continue to pursue funding 
from all sources consistent with its mission. 
 
In reviewing the statements of revenues, expenses and change in net position, it should be noted 
that total revenues in 2016 are up approximately $1,060,000 in comparison to 2015.  Instructional-
related expenses from the College decreased approximately $71,000.  Indirect facility and 
administrative support from the College is up approximately $153,000 in comparison with the 
prior year.  In-kind contributions are up approximately $58,000 in comparison to 2015.  Revenues 
generated through telecasting, production and broadcast services increased by $201,000.  
Membership income decreased by approximately $155,000 from the year prior with an active 
membership of more than 18,400.  
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Operating Revenues:
Community service grant from Corporation for 

Public Broadcasting (CPB) $ 978,762 $ 976,413
Donated support 4,128,023 4,143,269
Other income 499,195 297,977    

Total Operating Revenues $ 5,605,980 $ 5,417,659 

Operating Expenses:
Program services $ 3,233,144 $ 3,027,229
Support services 2,548,408 2,401,586

Total Operating Expenses $ 5,781,552 $ 5,428,815 

Nonoperating Revenues:
Grant revenues (release from restrictions) $ 1,120,307 $ 249,042    

$ 1,120,307 $ 249,042    

2016 2015

 
 
The Schedules of Functional Expenses identify the costs of providing the various programs 
and other activities on a functional basis.  Accordingly, certain costs have been allocated 
among the programs and supporting services on the basis of benefits received. 
 
There were no significant variances from the budget in 2016. 
 
Overall expenses increased approximately $353,000 in 2016.  Significant changes in expenses 
include program acquisition increasing by $42,700.  There was an overall increase of 
$193,000 for salaries, led by a $76,000 in programming and production salaries and a $71,000 
increase in fundraising salaries, while premiums decreased by $77,000.  Expenses in 
occupancy and ground care, security and maintenance of plant increased approximately 
$46,000 and $62,000, respectively.  Other items fluctuated by less material amounts. 
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The Statements of Cash Flows identify the increases and decreases in cash from operating, 
nonoperating and investing activities.  In the current year, cash generated from operating 
activities increased by $130,000 for a total of $434,765.  In the prior year, cash generated 
from operating activities was $304,655.  The station utilizes the cash generated by both 
operating and nonoperating activities to invest in broadcast equipment and support operational 
plans consistent with KBTC's mission. 
 

Cash Flows from Operating Activities:
Decrease in net position $ (175,572)   $ (11,156)   
Adjustments to reconcile decrease in net

position to net cash provided by operating activities 610,337    315,811  
Net Cash Provided by Operating Activities 434,765    304,655  

Cash Flows Used in Investing Activities:
Purchase of equipment (434,765)   (304,655) 

Change in cash -          -         
Cash at Beginning of Year -          -         

CASH AT END OF YEAR $ -          $ -         

2016 2015

 
 
The Notes to Financial Statements provide an overview of the organization, significant 
accounting policies and important events. 
 
Net position subject to donor-imposed stipulations that may or will be met either by actions of 
KBTC or the passage of time is Restricted Net Position.  At June 30, 2016 and 2015, KBTC 
had restricted net position of $1,177,602 and $2,297,909, respectively.  In 2016, the 
restrictions of a prior grant were met, thus releasing $1,120,307 to operating revenues.  As 
with a majority of the digital conversion grants, this grant requires Bates Technical 
College/KBTC maintain the equipment without modification for a period of 10 years.  If the 
equipment is not retained for the required 10 year period, the full amount of the grant may be 
required to be repaid to the grantor. 
 
Assessment on Financial Indicators, Activities & Responses 
 
Live television viewing continues to dominant broadcast media across America.  The average 
American spends over four hours a day watching television even though aggregate "over-the-
top" ("OTT") viewing on smartphones, computers, streaming devices, game consoles and 
multimedia devices continues to grow incrementally amongst viewers 18-50+.  The Nielsen 
Company's Q2 2016 Comparable Metrics Report on media consumption habits supports this 
fact.  The current PBS website shares additional data regarding its strong on-air reach.  Over 
the course of a year, 82% of all U.S. television households, and 198 million people watch 
PBS.    
 
KBTC is well aware that PBS viewers are watching more than television and recognizes the 
competition for television audiences created by the OTT environment.  Embracing the way 
audiences receive KBTC’s signal and to encourage interaction with the station, KBTC 
streams many PBS and local origination programs from its website and via a new PBS app.  
Additional efforts provide continuing engagement for viewers and members via social media. 
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Station management continues to monitor and analyze the use of new digital and mobile 
technologies while embracing flexibility and innovation.   
 
KBTC chooses to connect to its audience by providing high quality, commercial free 
programs that educate, entertain and are locally relevant.  Programs, local origination 
productions and community engagement activities provide rich, mission-driven content that is 
responsive to the needs of viewers and service area.  In early 2016, KBTC launched NHK 
World, a 24/7 English language video service consisting of news and Asian lifestyle 
programming, further adding choices and diverse viewing options for the stations’ audiences.  
KBTC actively pursues growing reach, increasing saturation and broadcasting a first class, 
digital signal throughout western Washington that extends from Southern British Columbia 
into Northwest Oregon.   
 
The station’s leadership team continues to diversify revenue streams through support from 
local businesses and community groups, building on strong educational and business alliance 
partnerships.  Additional opportunities to engage with state and county agencies, private and 
local sources are actively pursued.  In 2015-16 the station was acknowledged by CPB and 
PBS when KBTC was awarded funding under the U.S. Department of Education’s 2015-20 
Ready to Learn grant program.  Receiving $100,000 in grant funding the first round, KBTC 
was one of eleven stations nationally serving as the first group of Community Collaboratives 
for Early Learning and Media ("CC-ELM").  The CC-ELM will support the development and 
distribution of RTL content through innovative local engagement models.    
 
KBTC continues to monitor the FCC Voluntary Spectrum Incentive Auction.  After 
exhaustive research and outreach to Seattle/Tacoma Designated Market Area ("DMA") 
broadcasters, it is highly likely that the FCC can secure the spectrum needed through a repack 
option.  In recent documents provided by the FCC, the Seattle-Tacoma DMA, is ranked 14th 
in the nation.  Since both the KBTC and KCKA signals fall outside the 600 MHz band, it 
would appear that including KBTC and KCKA in the repack would be inefficient and not cost 
effective for the FCC.  KBTC's management continues to monitor the FCC and all 
information from national broadcast organizations to ensure licensee leadership is fully 
informed on FCC actions, progress and new developments. 
 
Meanwhile, station management constantly evaluates its service and is poised to take 
appropriate action to maximize media experience for KBTC viewers.  Armed with a well-
developed business plan, KBTC will monitor and maintain its technology resources and 
existing spectrum while preserving service to its viewers, donors and community.  KBTC 
staff continues to increase our service capacity and while advancing a favorable financial 
position that demonstrates financial integrity in all areas of its public television station 
operation.
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BATES TECHNICAL COLLEGE, KBTC-TV 
 
STATEMENTS OF NET POSITION 
 
June 30, 2016 and 2015 
 
 
 

ASSETS

CURRENT ASSETS
KBTC fund balance held by Bates Technical College $ 1,435,750 $ 1,534,478
Accounts, grants and contributions receivable 27,630 17,638

Total Current Assets 1,463,380 1,552,116

CAPITAL ASSETS
Broadcast equipment 17,357,505 16,804,952
Building and leasehold improvements 542,405 538,610
Nonbroadcast equipment and furniture 920,643 915,171
Automobiles 136,685 129,685

18,957,238 18,388,418
Less accumulated depreciation 17,407,574 16,742,359

1,549,664 1,646,059

TOTAL ASSETS $ 3,013,044 $ 3,198,175

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 132,523 $ 138,582
Unearned revenue 3,500

Total Current Liabilities 132,523 142,082

NET POSITION
Invested in capital assets 1,549,664 1,646,059
Restricted - expendable 1,177,602 2,297,909
Unrestricted (deficit) 153,255 (887,875)

2,880,521 3,056,093

TOTAL LIABILITIES AND NET POSITION $ 3,013,044 $ 3,198,175

2016 2015

 
 



 

The accompanying notes are an integral part of these financial statements. 
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BATES TECHNICAL COLLEGE, KBTC-TV 
 
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 
 
Years Ended June 30, 2016 and 2015 
 
 
 

OPERATING REVENUES
Operating and capital appropriations from
   Bates Technical College $ 415,371 $ 485,988
Donated facilities and administrative support
   from Bates Technical College 1,005,002 852,332
Subscription and membership income 2,453,568 2,608,885
Telecasting, production and broadcast services 499,195 297,977
Community service grant from Corporation for
   Public Broadcasting 978,762 976,413
In-kind contributions 254,082 196,064
Net position released from restrictions 1,120,307 249,042

Total Operating Revenues 6,726,287 5,666,701

OPERATING EXPENSES
Program services

Programming and production 1,395,975 1,232,906
Broadcasting 1,647,560 1,620,948
Program information 189,609 173,375

3,233,144 3,027,229
Supporting services

Management and general 1,058,774 941,442
Fundraising 1,489,634 1,460,144

2,548,408 2,401,586
Total Operating Expenses 5,781,552 5,428,815

Operating Income 944,735 237,886

NET POSITION RELEASED FROM RESTRICTIONS (1,120,307) (249,042)

NET DECREASE IN NET POSITION (175,572) (11,156)

Net Position at Beginning of Year 3,056,093 3,067,249

NET POSITION AT END OF YEAR $ 2,880,521 $ 3,056,093

2016 2015

 



 

The accompanying notes are an integral part of these financial statements. 
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BATES TECHNICAL COLLEGE, KBTC-TV 
 
STATEMENTS OF CASH FLOWS 
 
Years Ended June 30, 2016 and 2015 
 

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from CPB grant $ 978,762 $ 976,413
Cash received from subscriptions and memberships 2,542,304 2,333,583
Cash received from telecasting, production and
   broadcasting 495,695 301,477
Donated equipment (134,055) (33,600)
Cash payments for compensation and benefits (2,063,110) (1,789,282)
Cash payments to suppliers (1,384,831) (1,483,936)

Net Cash Provided by Operating Activities 434,765 304,655

CASH FLOWS FROM CAPITAL AND
   RELATED FINANCING ACTIVITIES

Purchase of capital assets (434,765) (304,655)
Net Cash Used by Capital and Related

Financing Activities (434,765) (304,655)

INCREASE IN CASH

Cash at Beginning of Year

CASH AT END OF YEAR $ $

CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in net position $ (175,572) $ (11,156)
Adjustments to reconcile decrease in net position
   to net cash provided by operating activities

Depreciation 665,215 631,112
Donated equipment (134,055) (33,600)
(Increase) decrease in assets

KBTC fund balance held by Bates Technical
   College 98,728 (295,157)
Accounts, grants and contributions receivable (9,992) 19,855

Increase (decrease) in liabilities
Accounts payable and accrued liabilities (6,059) (9,899)
Unearned revenue (3,500) 3,500

Net Cash Provided by Operating Activities $ 434,765 $ 304,655

OTHER CASH FLOW INFORMATION
Refer to Note 1 of the financial statements for further explanation of KBTC's cash.

2016 2015
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NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
 
Organization 
Bates Technical College, KBTC-TV ("KBTC") is a public (not-for-profit) television station 
established to encourage and promote noncommercial educational and public television 
broadcasting in the Tacoma and Centralia areas of Washington State.  In the Centralia area, 
KBTC operates as KCKA-TV.  KBTC is operated by and licensed under Bates Technical 
College (the "College") and accounted for as a fund by the College.  The College, an agency 
of the state of Washington, follows generally accepted accounting principles for governmental 
fund accounting.  A fund, as defined by the Government Accounting Standards Board, is a 
fiscal and accounting entity with a self-balancing set of accounts in which cash and other 
financial resources together with all related liabilities and residual equities and changes 
therein are recorded and segregated for the purpose of carrying on specific activities or 
attaining certain objectives in accordance with special regulations, restrictions or limitations.  
As an agency of the state of Washington, the College is subject to audit by the State Auditor's 
Office to evaluate internal controls and financial activities information and for compliance 
with state and federal laws. 
 
The financial statements of KBTC have been prepared in conformity with accounting 
principles generally accepted in the United States of America.  The Governmental Accounting 
Standards Board ("GASB") is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.  KBTC implemented GASB 
Statement No. 34, Basic Financial Statements and Management's Discussion and Analysis for 
State and Local Governments, as amended by GASB Statement No. 35 Basic Financial 
Statements and Management Discussion and Analysis for Public Colleges and Universities. 
 
KBTC has the option to apply all Financial Accounting Standards Board ("FASB") 
pronouncements issued after November 30, 1989 unless FASB conflicts with GASB.  KBTC 
has elected to apply FASB when not in conflict with GASB. 
 
Cash 
For purposes of the statements of cash flows, KBTC considers cash to be cash on hand. 
 
KBTC Fund Balance Held by Bates Technical College  
Amounts held by Bates Technical College represent cash forwarded to the College by KBTC 
which are commingled with the College for the purposes of banking and investment.  Because 
of the pooling concept, it is not possible to allocate KBTC's share of pooled cash and 
investment balances into various risk categories. 
 
Accounts, Grants and Contributions Receivable 
Receivables are recorded when invoices are issued or when amounts on underwriting 
agreements have been earned, but not yet received or a promise to give has been made as of 
the statements of net position date.  Receivables are written off when they are determined to 
be uncollectible.  An allowance for doubtful accounts has not been established as 
management believes that essentially all receivables are collectible at June 30, 2016 and 2015 
and are all current, less than 90 days past due. 



BATES TECHNICAL COLLEGE, KBTC-TV 
 
NOTES TO FINANCIAL STATEMENTS 
 
June 30, 2016 and 2015 
 
 
 

 
 

-13- 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
                     (Continued) 
 
Capital Assets 
Capital assets are recorded at cost or, in the case of donated property, at their estimated fair 
market value at date of receipt.  Depreciation is calculated on the straight-line method over 
the estimated useful lives of the assets, ranging between 3 and 30 years.  Certain assets have 
restrictions on their use.  See Note 4. 
 
Accounts Payable and Accrued Liabilities 
Accounts payable and accrued liabilities include trade payables and accrued vacations. 
 
Net Position 
KBTC's net position is classified as follows: 
 

Invested in Capital Assets 
This represents KBTC's total investment in capital assets net of depreciation related to 
those capital assets.  
 
Restricted Net Position - Expendable 
Restricted net position - expendable includes resources in which KBTC is legally or 
contractually obligated to spend in accordance with restrictions imposed by external 
third parties.  See Notes 3 and 4 for descriptions of the restrictions for KBTC's 
restricted net position - expendable. 
 
Restricted Net Position - Nonexpendable 
Nonexpendable restricted net position consist of endowment and similar type funds in 
which donors or other outside sources have stipulated, as a condition of the gift 
instrument, the principal is to be maintained inviolate and in perpetuity and invested 
for the purpose of producing present and future income, which may either be 
expended or added to principal.  At June 30, 2016 or 2015, there was no balance in 
restricted net position - nonexpendable. 
 
Unrestricted Net Position 
Unrestricted net position represent resources derived from operating grants, state 
appropriations, corporate memberships and underwriting and unrestricted 
contributions.  These resources are used for transactions relating to the general 
operations of KBTC and may be used at the discretion of the governing board to meet 
current expenses for any purpose. 
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NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
                     (Continued) 
 
Classification of Revenues 
KBTC has classified its revenues as either operating or nonoperating revenues according to 
the following criteria: 
 

Operating Revenues 
Operating revenues include activities that have the characteristics of exchange 
transactions, such as (1) operating grants from ("CPB"), (2) support from the College 
and (3) corporate memberships and underwriting.  Membership contributions and 
contributed support are deemed program revenue and therefore operating revenue as 
prescribed by the Corporation for Public Broadcasting ("CPB"). 
 
Nonoperating Revenues 
Nonoperating revenues include activities that have the characteristics of non-exchange 
transactions, contributions or grants received for purchase of capital assets and other 
revenue sources that are defined as nonoperating revenues. 

 
Support, Revenue Recognition and Expenses 
Support and revenues are reported as increases in unrestricted net position unless use of the 
related assets is limited by donor-imposed restrictions.  Expenses are reported as decreases in 
unrestricted net position.  Expirations of restrictions on net position, that is, the donor-
imposed stipulated purpose has been accomplished and/or the stipulated time period has 
elapsed, are transferred to unrestricted net position.  KBTC treats restricted revenues as 
unrestricted if the donor restrictions expire during the fiscal year the gift is received.   
 
Contributions, including unconditional promises to give, are recognized as revenues in the 
same period received.  Promises to give that are scheduled to be received after the statements 
of net position date are shown as increases in accounts receivable and unrestricted net 
position.  Promises to give subject to donor-imposed stipulations that the corpus be 
maintained permanently are recognized as increases in restricted net position - unexpendable 
conditional promises to give are not recognized until they become unconditional, that is, when 
the conditions on which they depend are substantially met.  Contributions to be received after 
one year are discounted at the appropriate discount rate.   
 
Certain support and expenses are provided for in the financial statements as allowed under 
guidelines provided by the CPB and include donated facilities and administrative support 
from the College.  Eligible employees of KBTC are also deemed to be employees of the 
College and are therefore provided benefits including retirement benefits in the same manner 
as the College provides to all of its eligible employees. 
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NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
                     (Continued)  
 
Restricted Resources 
When KBTC has both restricted and unrestricted resources available to finance a particular 
program, KBTC uses restricted resources before unrestricted resources. 
 
Donated Volunteer Services 
No amounts have been recorded in the financial statements for donated volunteer services 
because such services do not meet the criteria for such recognition. 
 
In-Kind Contributions 
In-kind contributions consist of donated professional services, capital assets and facilities 
recorded at their estimated fair market value.  The amounts of the contributions are recorded 
as support when earned and capitalized or expensed as deemed appropriate. 
 
Income Taxes 
No provision is made for federal income taxes as KBTC is tax-exempt under provision of the 
Internal Revenue Code, and is not required to file an annual information return. 
 
Functional Allocation of Expenses 
The costs of providing the various programs and other activities have been summarized on a 
functional basis in the statements of revenues, expenses and changes in net position and the 
schedules of functional expenses.  Accordingly, certain costs have been allocated among the 
programs and supporting services on the basis of benefits received. 
 
Advertising 
Advertising costs are expensed as incurred and are included in advertising and marketing 
expense which totaled $81,437 in 2016 and $97,551 in 2015.   
 
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 revenues and expenses during the reporting period.  Actual results could differ 
from those estimates. 
 
Subsequent Events 
KBTC evaluated for subsequent events through November 30, 2016, the date the statements 
were available to be issued.  No such events were identified. 
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NOTE 2 - CAPITAL ASSETS 
 
Capital assets at June 30 consist of the following: 
 
    Beginning      Ending      
        Balance     Additions Retirements Transfers     Balance     
 
June 30, 2016 
 
 Broadcast equipment $ 16,804,952 $ 552,553   $ 17,357,505 
 Building and leasehold improvements 538,610 3,795   542,405  
 Nonbroadcast equipment and furniture 915,171 5,472   920,643  
 Automobiles      129,685     7,000                                 136,685  
    18,388,418 568,820   18,957,238 
 Less accumulated depreciation 16,742,359 665,215                         17,407,574  
 
    $    1,646,059 $ (96,395) $             $             $   1,549,664 
 
June 30, 2015 
 
 Broadcast equipment $ 16,490,074 $  314,878   $ 16,804,952 
 Building and leasehold improvements 538,610    538,610 
 Nonbroadcast equipment and furniture 891,794 23,377   915,171 
 Automobiles      129,685                                             129,685 
    18,050,163 338,255   18,388,418 
 Less accumulated depreciation 16,111,247  631,112                         16,742,359 
 
    $   1,938,916 $ (292,857) $             $             $   1,646,059 
 
 
 
NOTE 3 - RESTRICTED NET POSITION - EXPENDABLE 
 
Restricted net position - expendable consists of the following at June 30: 
 
         2016           2015      
 
Grant from Corporation for Public Broadcasting 
   Digital Distribution Fund 6 (until October 2015)     $   991,461 
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NOTE 3 - RESTRICTED NET POSITION - EXPENDABLE (Continued) 
 
         2016           2015      
 
Grant from Corporation for Public Broadcasting 
   Digital Distribution Fund 8 (until February 2016)  $    128,846 
 
Grant from Corporation for Public Broadcasting 
   Digital Nielsen Encoder Program (until June 2017) $        8,220 8,220 
 
Grant from Corporation for Public Broadcasting 
   Digital Distribution Fund 11 (until March 2018) 63,179 63,179 
 
Grant from Department of Community, 
   Trade & Economic Development (until June 2018) 227,866 227,866 
 
Grant from Department of Community, 
   Trade & Economic Development (until June 2019) 227,866 227,866 
 
Grant from Corporation for Public Broadcasting 
   Digital Television Transition Grants (until June 2019) 245,308 245,308 
 
Grant from Corporation for Public Broadcasting 
   Digital Television Transition Grants (until June 2019)    405,163     405,163 
 
    $ 1,177,602 $ 2,297,909 
 
 
NOTE 4 - CONTINGENCIES, COMMITMENTS AND CONCENTRATIONS 
   
KBTC was awarded a Digital Distribution Fund 7 grant of $249,042 to upgrade KCKA's 
transmission facility to full power.  This grant requires KBTC to maintain the equipment 
without modification for a period of 10 years.  The asset restriction for this grant was met 
during the year ended June 30, 2015, and, accordingly, the related net position restricted - 
expendable was released from restrictions on the statements of net position during the year. 
 
KBTC was awarded a Digital Distribution Fund 6 grant of $1,003,456 to upgrade the master 
control operation and studio facilities to full digital technology.  The total grant amount was 
adjusted to $991,461 to reflect actual expenditures related to this portion of the digital 
upgrade.  This grant requires KBTC to maintain the equipment without modification for a 
period of 10 years.  The asset restriction for this grant was met during the year ended June 30, 
2016, and, accordingly, the related net position restricted - expendable was released from 
restrictions on the statements of net position during the year. 
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NOTE 4 - CONTINGENCIES, COMMITMENTS AND CONCENTRATIONS  
                     (Continued) 
 
KBTC was awarded a Digital Distribution Fund 8 grant of $184,075 to upgrade the master 
control operation and studio facilities to full digital technology.  The total grant amount was 
adjusted to $128,846 to reflect actual expenditures related to this portion of the digital 
upgrade.  This grant requires KBTC to maintain the equipment without modification for a 
period of 10 years.  The asset restriction for this grant was met during the year ended June 30, 
2016, and, accordingly, the related net position restricted - expendable was released from 
restrictions on the statements of net position during the year. 
 
KBTC was awarded a Digital Nielsen Encoder Program grant of $8,220 to upgrade the 
Nielsen encoders to full digital technology.  This grant requires KBTC to maintain the 
equipment without modification for a period of 10 years. 
 
KBTC was awarded a Digital Distribution Fund 11 grant of $94,018 to upgrade the DTV 
Encoder to full digital technology.  The total grant amount was adjusted to $63,179 to reflect 
actual expenditures related to this portion of the digital upgrade.  This grant requires KBTC to 
maintain the equipment without modification for a period of 10 years. 
 
KBTC received grants of $227,866 each in two years for a total of $455,732 from the 
Washington State Department of Community, Trade and Economic Development.  These 
grants provide support for the digital conversion.  These grants specify that KBTC maintain 
the equipment without modification for a period of 10 years. 
 
KBTC was awarded a grant from the Corporation of Public Broadcasting of $245,308 to 
upgrade the video service to full digital technology.  The grant specifies that KBTC must 
maintain the equipment without modification for a period of 10 years.   
 
KBTC was awarded a grant from the Corporation of Public Broadcasting of $500,000 for the 
maximization of KBTC's transmitters.  The total amount of the grant was adjusted to 
$405,163 to reflect actual expenditures related to this grant.  The grant specifies that KBTC 
must maintain the equipment without modification for a period of 10 years.   
 
 
NOTE 5 - OPERATING LEASE 
 
Future operating lease commitments are not material; total rental and lease expense for 2016 
and 2015 is less than two percent of revenues. 
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NOTE 6 - RETIREMENT PLANS 
 
KBTC's employees are eligible to participate in retirement plans facilitated by the College.  A 
401(a) plan is available for both full and eligible part time employees.  Employer matching is 
provided at various rates based on the age of the participating employee.  During the years 
ended June 30, 2016 and 2015, KBTC contributed $112,492 and $92,137, respectively, under 
this plan.  Employees are also eligible to participate in a 403(b) tax-deferred annuity plan; 
there is no employer match under this plan.   
 
 
NOTE 7 - FUTURE SICK TIME AND SABBATICAL OBLIGATIONS 
 
Under terms of employment with exempt employees and employees covered by a collective 
bargaining agreement, if certain conditions are met, current employees may elect to receive a 
monetary payment for accrued sick time on a four-for-one basis.  If all of KBTC's accrued 
sick time was converted at June 30, 2016, the cost would be $63,506.   
 
Bates Technical College offers its administrative and exempt employees a sabbatical leave 
benefit after seven years of full-time employment.  The sabbatical cost, including cost of 
replacement personnel, cannot exceed 150% of an employee's salary and benefits.  Since 
sabbaticals require the approval of the College president, can be supplemented by outside 
funding and must be in compliance with RCW 25B.10.650, the value of this obligation at 
June 30, 2016 cannot be determined.  As of June 30, 2016, no employees are on an approved 
sabbatical leave. 
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BATES TECHNICAL COLLEGE, KBTC-TV 
 
SCHEDULES OF FUNCTIONAL EXPENSES 
 
Years Ended June 30, 2016 and 2015 
 
 
 

Salaries, payroll taxes
   and employee benefits $ 552,295 $ 476,272 $ 620,324 $ 661,278 $ 92,630 $ 78,940 $ 1,265,249 $ 1,216,490 $ 766,603 $ 693,234 $ 437,620 $ 366,288 $ 1,204,223 $ 1,059,522 $ 2,469,472 $ 2,276,012
Rents and maintenance 30,249 3,242 41,881 44,762 72,130 48,004 15,967 13,093 15,967 13,093 88,097 61,097
Professional services 96,884 70,153 28,164 50,269 4,076 5,825 129,124 126,247 27,911 32,730 84,692 84,691 112,603 117,421 241,727 243,668
Dues and fees 4,674 7,913 8,125 8,001 220 12,799 16,134 28,905 24,505 91,805 94,168 120,710 118,673 133,509 134,807
Supplies 17,873 38,475 267 58 18,140 38,533 26,986 11,319 22,542 33,017 49,528 44,336 67,668 82,869
Utilities 66,110 55,701 78,024 75,068 8,979 8,029 153,113 138,798 51,935 45,402 140,736 136,166 192,671 181,568 345,784 320,366
Advertising and marketing 33,600 46,818 46,037 45,599 79,637 92,417 315 1,800 4,819 1,800 5,134 81,437 97,551
Occupancy 53,520 39,251 61,014 39,314 114,534 78,565 33,472 24,098 5,253 4,677 38,725 28,775 153,259 107,340
Postage and shipping 1,927 1,491 221 432 25,800 26,200 27,948 28,123 682 178 92,970 85,011 93,652 85,189 121,600 113,312
Ground care, security and
   maintenance of plant 56,857 39,347 67,104 51,732 7,723 5,533 131,684 96,612 43,123 30,048 60,672 46,600 103,795 76,648 235,479 173,260
Travel 22,333 30,385 4,210 6,871 26,543 37,256 7,760 6,545 4,989 4,386 12,749 10,931 39,292 48,187
Broadcast supplies 85,177 80,326 85,177 80,326 85,177 80,326
Other indirect allocated
   supplies and services 30,166 21,127 35,604 27,776 4,097 2,971 69,867 51,874 22,879 16,132 32,190 25,021 55,069 41,153 124,936 93,027
Program acquisition 428,240 402,190 428,240 402,190 16,637 16,637 444,877 402,190
Premiums 480,247 557,541 480,247 557,541 480,247 557,541
Miscellaneous 1,247 541 94 1,247 635 1,015 849 1,514 4,666 2,529 5,515 3,776 6,150
Depreciation 617,712 575,025 617,712 575,025 47,503 56,087 47,503 56,087 665,215 631,112

$ 1,395,975 $ 1,232,906 $ 1,647,560 $ 1,620,948 $ 189,609 $ 173,375 $ 3,233,144 $ 3,027,229 $ 1,058,774 $ 941,442 $ 1,489,634 $ 1,460,144 $ 2,548,408 $ 2,401,586 $ 5,781,552 $ 5,428,815

2016 2015
Total Supporting Services

Supporting Services

20152016
Total Expenses

20152016
FundraisingBroadcastingProgramming and Production

Program Services

2016 2015
Management and General

20152016 2016 2015 2016 2015
Program Information

2016 2015
Total Program Services

 
 
 
 
 


