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We made eight recommendations to CPB summarized as follows:

« require the stations to take corrective actions to bring themselves into full compliance
with Act and CPB CSG requirements for transparency, discrete accounting, and AFR
expense reporting (recommendations 1-3 and 6-8); and

« revise its transparency guidance to: i) require that CPB’s AFR or Financial Summary
Report (FSR) and instructions for how to obtain other CPB non-CSG financial reports be
posted on the website (recommendation 4); and ii) specify dollar thresholds for reporting
compensation for key employees and contractors for institutional stations, in lieu of
Internal Revenue Service (IRS) Form 990 reporting (recommendation 5).

In response to the draft report, all 10 stations were generally in agreement with our findings, and
they have already taken corrective actions or initiated actions to bring their stations into full
compliance with Act and CPB requirements. Their official responses are presented in

Exhibits D — M.

Based on the grantee responses, we consider recommendations 1, 2, 3, 6, and 8 resolved but open
pending CPB’s receipt of documentation from the grantees that corrective actions have been
fully implemented. We consider recommendation 7 to be resolved and closed.
Recommendations 4 and 5 addressing revising grant requirements remain unresolved.

This report presents the conclusions of OIG and the findings reported do not necessarily
represent CPB’s final position on these issues. Accordingly, the report contains
recommendations OIG believes would be appropriate to resolve these findings. CPB officials
will make final determinations on the reported findings in accordance with established CPB audit
resolution procedures.

We performed our audit in accordance with Government Auditing Standards for performance
audits. Our scope and methodology is discussed in Exhibit A.

BACKGROUND

In our past audits of CSGs awarded to smaller radio stations we have found instances where the
stations did not spend radio restricted funds on national programming. Over the last eight years,
we have audited nine small radio stations and found questionable restricted fund expenditures in
5 of the 9 stations (55 percent). To assess whether these were isolated instances or more
systemic in nature, we conducted this audit of smaller radio stations. With this audit, we double
our past audit coverage of smaller radio stations’ use of restricted funds to give CPB feedback on
compliance and whether additional policy guidance is warranted.

To target smaller stations, we grouped the FY 2014 radio grantees into three strata based on our
prior audit work, as follows.






interpretations that recipients must satisfy to receive a CSG. CPB currently requires each CSG
recipient to certify its continued compliance with these requirements, in the following five
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areas:

« meetings must be open to the public (§ 396(k)(4));

« financial information must be made available to the public (§ 396(k)(5));

o CABs must be established by certain stations (§ 396(k)(8));

« EEO regulations and reporting requirements must be followed (§ 396(k)(11)); and
» donor list and political activities requirements must be followed (§ 396(k)(12)).

The annual certification is input directly into CPB’s Integrated Station Information System on
the Certification of Eligibility form stations complete to receive their annual CSG. The
certification form also requires recipients to certify that they comply with CPB’s discrete
accounting requirements. The certification form must be signed by an authorized official of the
licensee responsible for executing grants for the licensee and by the official in charge of station
operations, e.g., president, general manager, or station manager.

Under CPB’s Grantee Non-Compliance Policy (April 2013), failure to comply with the Act and
CPB’s certification requirements may result in penalties, including forfeiture of all or part of a
recipient’s funding, and temporary suspension or disqualification from the CSG program.

RESULTS OF REVIEW

Based on our audit of restricted expenditures, discrete accounting, Act, and transparency
requirements, we identified a reportable rate of non-compliance with discrete accounting, Act,
and transparency requirements. Additionally, we found errors in AFR reporting of CPB
restricted fund expenditures. We attribute these conditions to stations not fully understanding
CPB’s requirements and not establishing internal controls or operating procedures to ensure
compliance with CPB grant requirements. Further, CPB’s Guidelines could more clearly explain
requirements to facilitate improved understanding and compliance.

Our audit found that all ten stations spent CPB restricted radio funds on national programing and
related activities and generally complied with Act, transparency, and discrete accounting
requirements, except for the following instances:

» 8 of 10 stations were not in full compliance with selected aspects of the open meetings,
open financial records, or CAB requirements of the Act;

+ 9 of 10 stations were not in full compliance with specific aspects of the transparency
requirements of the CPB FY 2014 Radio Community Service Grant General Provisions
and Eligibility Criteria;

» 4 0of 10 stations did not discretely account for CPB CSG grant revenues and expenditures
in their accounting systems; and

+ 4 of 10 stations did not accurately report CPB restricted expenses on their 2014 AFRs,
Schedule E, Expenses.

? CPB revised these guidelines in May 2015, so the earlier version that was in effect during our audit period is not
posted on CPB’s website.



In response to our draft report, all 10 stations have already taken corrective action or initiated
actions to bring their stations into compliance with Act and CPB requirements.

FINDINGS AND RECOMMENDATIONS

Communications Act

Our audit found that all ten stations generally complied with Act requirements, except for eight
stations that did not meet specific components of the open meetings, open financial records, and
CAB requirements, as presented by station in Exhibit B. While the eight stations have either
completed or initiated actions to address our findings as identified in Exhibit B, we did not
evaluate the adequacy of their reported completed actions.’

This high level of noncompliance is consistent with our past experience auditing compliance
with Act requirements. While all ten stations certified to CPB that they complied with all Act
requirements in applying for their FY 2014 CSG, 8 of the 10 were not fully compliant.

Open Meetings Requirements

Our audit found that 5 of 10 stations did not meet at least 1 of 3 different components of the open
meeting requirements. More specifically:

« three stations (KCND, KEDT, and WLCH) did not provide adequate advance notice of
the CAB and/or subcommittee meetings of the governing boards;

« four stations (WOUB, KEDT, WMNF, and WLCH) did not make quarterly on-air
announcements of the stations’ open meetings policies; and

« WMNF did not provide written explanations for closed public meetings.

Section 396(k)(4) of the Act provides that funds may not be distributed to the licensee or
permittee of any public broadcasting station, unless its governing body, any committees, or
advisory body of the organization holds open meetings preceded by reasonable notice to the
public. The minimum compliance requirements for “reasonable notice” to the public as stated in
CPB’s explanation of the Act require stations to “give reasonable notice to the public of the fact,
time, and place of an open meeting at least one week (7 days) in advance of the scheduled date . .

”

CPB’s explanation of the Act requires stations to provide three types of notice:

1. Notice placed in the "Legal Notices" or the radio and television schedules section of a
local newspaper in general circulation in the station's coverage area; or, notice is
available through a recorded announcement that is accessible on the station's phone
system; or, notice is available through an announcement that is accessible on the
station's web page; and

* In Exhibits B and C we identified corrective actions implemented based on documentation provided with station
responses to the draft report. For stations who only reported they had implemented corrective actions, we did not
verify what was done.



2. Notice communicated by letter, e-mail, fax, phone, or in person to any individuals
who have specifically requested that they be notified; and

3. The station makes on-air announcements on at least three consecutive days once
during each calendar quarter that explain the station's open meeting policy and
provide information about how the public can obtain information regarding specific
dates, times, and locations.

CPB Certification Requirements for Station Grant Recipients, Open Meeting Requirements, 11
Minimum Compliance Requirements, C. “reasonable notice”

The statute also provides exceptions to the open meeting requirement. Closed sessions can be
conducted to consider matters relating to “...individual employees, proprietary information,
litigation, and other matters requiring the confidential advice of counsel, commercial or financial
information obtained from a person on a privileged or confidential basis, or the purchase of
property or services whenever the premature exposure of such purchase would compromise the
business interests of any such organization.” If a session is closed to the public pursuant to these
statutory exceptions, a written statement containing an explanation of the reasons for closing the
meeting must be made publicly available within a reasonable period of time.

Personnel at the five stations with open meeting issues stated that staff turnover, lack of
awareness of open meeting requirements, and in three instances, the lack of written policies
caused these omissions. Instituting governance oversight mechanisms prior to the annual
certification to CPB of the station’s compliance with these requirements would help eliminate
future noncompliance.

Without adequate advance notice of upcoming public meetings on their websites or other
authorized notice and without quarterly on-air announcements of the stations’ open meeting
policies, the public’s opportunity to learn about upcoming meetings is limited and the Act’s
requirement to provide “reasonable notice” is not achieved.

In response to our findings, WOUB implemented new on-air announcement procedures; KCND
adopted a policy to address preparing a written statement explaining the reasons for closing a
public meeting; KEDT clarified its on-air announcement and is redesigning its website content;
WMNEF officials explained they made the required on-air announcements but could not
document them, however, in the future they will document on-air announcements; and WLCH
will post all of its public meeting dates on the website.

Open Financial Records Requirements

Our audit found that five stations (WOUB, KEDT, WRVS, WMKY, and WMNF) did not make
the stations’ AFRs available to the public, one component of the open financial records
requirements. Further, three of these stations (WOUB, WRVS, and WMKY) also did not
indicate on their websites how the public could obtain copies of their AFRs, as discussed further
in our finding on transparency.



Section 396(k)(5) of the Act establishes that funds also may not be distributed under the Act
unless a station makes available “for public examination copies of the annual financial and audit
reports, or other information regarding finances, submitted to the Corporation ....” CPB
considers a station in compliance if it makes its current year audited financial statements
available for public review at its primary office, as well as its current year’s AFR or FSR, and
any other financial reports submitted to CPB during the current year, including interim and final
financial reports for any non-CSG CPB grants (active or completed) awarded to the station.

Further, the CPB’s Certification Requirements for Station Grant Recipients provides suggestions
for making financial reports such as the AFR available to the public. This reference provides
that:

The basic question is how to make the reports available. Because all stations

must maintain a public inspection file by FCC rule, one alternative would be for a

station to include publicly available financial records in the same location as this

public file. If this information is kept in a different location, the documents

should be maintained in a readily accessible location. Another alternative would

be for a station to make this financial information available on the station’s

website, with arrangements available for providing individuals with this

information if they are unable or unwilling to use the Internet to access this

information.

Four stations indicated they were unaware the AFR needed to be provided to the public and their
websites needed to explain how these reports could be obtained, as discussed in the following
transparency finding. The fifth station said the AFR omission was an oversight. Further, we
noted that three of these stations did not have written operating procedures to address open
financial records requirements. Without a copy available in the public file or information on a
station’s website, the public would not be aware that the AFR is available.

In response to our findings, WOUB added the AFR to its public paper file; KEDT said that it
was sure that the information would have been provided; WMKY placed a copy of its AFR in its
public file; and WMNF added the AFR to its website.

CAB Requirements

Our audit found that four stations did not meet at least one of three different components of the
CAB requirements. Two of the stations (WFHB and WMNF) did not have CABs that met
during FY 2014. Both stations are reconstituting their CABs. WMNF’s CAB met in April 2015
and WFHB’s CAB did not meet in FY 2015 and is not scheduled to meet until FY 2016
(November 19, 2015). Two other stations’ CABs (KCND and KEDT) did not specifically advise
their governing boards whether the stations’ programming was meeting the educational and
cultural needs of their communities. The fifth community station in our sample (WLCH) did not
have minutes for its CAB, so we were unable to determine whether the CAB advised its
governing board about the station’s programming meeting community needs. Finally, KCND’s



radio CAB did not operate independently of the governing board, because a member of the
Board of Directors served on the radio CAB as its chair. *

Section 396(k)(8) of the Act provides that CSG funds may not be distributed to any public
broadcast station (other than any station which is owned and operated by a state, political, or
special purpose subdivision of a state or a public agency) unless such station establishes a CAB.
The CAB is intended to review the programming goals established by the station, the service
provided, and significant policy decisions rendered by the station. The board shall also advise
the governing body of the station on whether the programming and other policies of the station
are meeting the specialized educational and cultural needs of the communities served and may
make recommendations as it considers appropriate to meet such needs.

Further, CPB’s interpretation of the Act states:

The composition of the community advisory board must reflect its independent
role, and may not include members of the station staff or governing body in
anything other than an ex officio or administrative capacity.

CPB Certification Requirements for Station Grant Recipients, Community Advisory Board, II.
Interpretations, D. Composition of Community Advisory Board

Regarding the lack of CAB meetings, discussion with station officials disclosed that the new
WFHB station manager discontinued the CAB due to a misinterpretation of the requirements.
Additionally, during that time the station did not have formal operating procedures governing the
operations of the CAB. The WMNF station manager said that he had been actively recruiting
new members since his arrival in early 2015, and the new CAB recently held its first meeting in
April 2015.

Regarding the lack of feedback from the CABs to their governing boards on whether
programming was meeting the educational and cultural needs of their communities, we did not
find any evidence that KEDT’s CAB specifically addressed this responsibility, although it was
spelled out in the station’s bylaws. We found a similar situation at KCND, where specific
programs were discussed in the meeting minutes, but we didn’t find evidence that the CAB
provided the governing board with specific feedback that the station’s programming was meeting
the specialized educational and cultural needs of the community. We were unable to determine
whether the WLCH CAB provided any feedback, because the CAB did not have any meeting
minutes.

In response to this finding, KEDT said it had taken steps to improve communications between
the CAB and governing board; and KCND officials felt they were substantially in compliance
because a radio report was presented at each Board of Directors meeting. Additionally, KCND
adopted a resolution to formally present to the Board of Directors at each meeting a formal
advisory from the CAB to explain whether the station’s programming was meeting the

* KCND’s radio CAB is the Radio Council for Prairie Public Broadcasting, Inc., (PPB) the licensee of KCND. The
Radio Council was established by agreement among PPB, the University of North Dakota, and North Dakota State
University to provide advice to the management of PPB and serve as the CAB.



educational and cultural needs of the community. Finally, KCND drafted a resolution to change
the radio CAB’s structure and by-laws to meet CPB requirements and the CEO and board
member, who both serve on the radio CAB, will be designated as non-voting members and
operate as ex-officio members.

Recommendations
We recommend that CPB require the stations to:

1) provide documentation of corrective actions implemented and those planned with an
estimated completion date and evaluate their adequacy; and

2) identify internal controls instituted (e.g., documenting that the requirement was met) to
ensure future compliance with open meetings, open financial records, and CAB
requirements.

Grantee Responses

In response to recommendation 1, the grantees indicated they had already taken or were in the
process of taking corrective action to comply with Act requirements. WOUB’s, WMKY’s, and
WMNEF’s responses provided copies of screen shots of AFR information posted to their websites,
quarterly on-air announcement logs, and/or CAB meeting minutes to demonstrate their corrective
actions. WMNF’s response did not provide an example where it explained the basis for closing a
public meeting, but we do not know whether a closed meeting has occurred since this practice
went into effect. WFHB’s response contended that although it didn’t have a CAB it had two
Board committees, the News and Public Affairs Committee and the Music Committee, which
independently performed the same function, reviewing station programming, Each committee is
made up of a combination of volunteers, Board members, listeners, and ex-officio staff members
from relevant departments. During the audit station officials suggested combining meetings of
the two annually, without Board members, to comply with the grant requirements in amore
straightforward manner.

In response to recommendation 2, four grantees responses identified internal controls they have
instituted (WOUB, KCND, KEDT, and WMNF) to ensure compliance with Act requirements.
WMNF said it had formed an internal CPB compliance committee that meets quarterly to assure
compliance and maintains a CPB compliance book that documents its compliance.

OIG Review and Comment

Based on the grantee responses, we consider recommendations 1 and 2 resolved but open
pending receipt by CPB of documentation that corrective actions have been implemented from
WFHB, KCND, KEDT, WRVS, WMNF, and WLCH.

Transparency Requirements

Our audit found that all ten stations generally complied with CPB’s new transparency
requirements to post information to their websites; even though 9 of 10 stations were missing at
least one of the required documents. The most frequently missing documents related to how to



obtain CPB AFRs and the posting of upcoming meetings dates of the CAB and/or committees of
the governing board. Exhibit C presents our findings by type and the status of stations’
corrective actions. These issues can be readily addressed by clarifying CPB’s transparency
requirements.

Additionally, we noted some confusion at the five university stations tested over the reporting of
compensation information comparable to the IRS requirements on Form 990. This confusion can
also be eliminated by clarifying CPB’s reporting requirements on compensation and independent
contractor information.

CPB’s FY 2014 Radio Community Service Grant General Provisions and Eligibility Criteria,
Section J Transparency, states that:

each Grantee must have on its website, if it has one, or make available through another
affiliated website (public media related or Licensee related) if it does not have a standalone
website:

1. A list of station senior/executive management (names and titles) and contact
information;

2. A list of the members of its Board of Directors;

3. Alist of the members of its CAB (for stations that maintain a CAB either by
requirement or by choice);

4. The date, time, and place of all open meetings as determined by the

Communications Act (see 47 U.S.C. § 396(k)(4));

Its most recent Audited Financial Statements;

Information about how to obtain copies of annual financial reports;

If Grantee files its own IRS Form 990, the most current IRS Form 990;

If Grantee is not required by the IRS to file an IRS Form 990, compensation

information, unless prohibited by law, comparable to the information outlined

in the IRS Form 990 Part VII A, and contractor compensation in IRS Form

990 Part VII B; and

9. Its annual report on local content and services included in the Grantee’s 2013
SAS (to be completed in early 2014) on its content and services that serve
local needs, and analysis about the reach and impact of the local services in
its community.

PN W

Disclosing Financial Information

All ten stations reviewed posted their audited financial statements on their websites, but five
(WOUB, WRVS, WMKY, WBJC, and WUOT) did not have specific information on how to
obtain copies of CPB’s AFRs. One station (WLCH) had posted its 2013 financial statement
audit report and 2012 Form 990 to its website but could not update its website to post the more
recent 2014 financial statement audit and 2013 Form 990. The station had to hire a contractor to
redesign its website to allow the station to update it as necessary.

Discussions with several station managers disclosed they did not post CPB AFRs because of an
oversight or they misunderstood CPB’s guidance that stations must provide “information about
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how to obtain copies of annual financial reports.” For example, some officials indicated they did
not understand the phrase “annual financial reports” meant CPB’s AFR or a financial report
submitted to CPB for a non-CSG CPB grant. One manager believed that by posting the audited
financial statement his station complied with the transparency requirements.

There was also confusion among the stations that did provide information on their websites about
how to obtain annual financial reports. Of the five stations that did provide information on how
to obtain copies of “annual financial reports” WFHB mentioned both the AFR and FSR. The
KCND website provided information regarding how to obtain “Annual Financial Reports to CPB
or other financial reports submitted to CPB.” The remaining three (WMNF, WLCH, and KEDT)
only indicated that “annual financial reports” could be obtained or “other reports” were available
upon request, but none of these three specified which annual financial reports were available,
e.g., the CPB AFR. As a result, when requesting financial information from these three stations,
the public would need to first ask what additional reports were available or know that stations
submit an AFR to CPB in order to specifically request the CPB AFR.

Based on our discussions with station officials, CPB’s guidance on obtaining AFRs and other
financial reports submitted to CPB needs to be more specific. CPB’s transparency guidance now
cites only a generic reference to “annual financial reports.” This wording does not provide the
same type of transparency that can result from requiring the posting of CPB’s AFR or FSR on
the website, or specifying that the CPB’s AFR or FSR is available upon request, as well as other
CPB financial reports for non-CSG grants. All CSG recipients are required to annually file an
AFR or FSR

Because of this review and our discussions with station personnel, these stations have a better
understanding of CPB’s transparency requirements. Several of the stations posted their CPB
AFRs on their websites or initiated action to revise their websites while we were still at the
stations.

Disclosing Upcoming Public Meeting Dates

While the stations provided information about upcoming governing board public meeting dates,
four stations (WFHB, KCND, KEDT, and WLCH) did not provide upcoming meeting dates of
their CABs and/or committees of their governing boards on their websites.” Two of the stations
(WFHB and KCND) have stated that they have already completed corrective actions, and the
other two (KEDT and WLCH) have indicated that they initiated corrective actions.

Reporting Compensation Information

During our audit, we noted confusion at the university stations over the reporting of
compensation information of their employees. One of the five university stations (WOUB)
tested has reported compensation information on highest compensated employees, comparable to
the Form 990 compensation information. The remaining four university stations in our sample
did not report any compensation information because the compensation of station personnel and
independent contractor payments did not meet the dollar threshold for reporting under the IRS

> WLCH did not post current upcoming meeting dates because of website issues.
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guidelines. While we have no finding of noncompliance on this issue, our discussion with
station officials at some of the universities found confusion over this requirement in CPB’s
guidelines. We believe this confusion could be easily clarified by specifying the IRS dollar
thresholds for reporting officer, key employees, highest compensated employees, and contractor
compensation thresholds in future grant requirements.

Recommendations
We recommend that CPB management:

3) require the ten stations reviewed to provide documentation demonstrating their corrective
actions to achieve compliance with transparency requirements, (e.g., website screen shots or
similar evidence to show that omissions we reported are corrected);

4) revise CPB’s transparency guidance to specifically require stations to post on their websites
the station’s AFRs or FSRs and to specify how to obtain other financial reports submitted to
CPB for non-CSG CPB grants; and

5) revise transparency guidance for reporting compensation for institutional stations
(government and university stations) in lieu of Form 990 by specifying the dollar thresholds
for reporting compensation for officers, key employees, highest compensated employees, and
independent contractors, consistent with IRS guidance.

Grantee Responses

In response to recommendation 3, grantees indicated that they had already taken or were in the
process of taking corrective actions to comply with CPB transparency requirements. WOUB’s
and WMKY’s responses provided copies of website posting to demonstrate their corrective
actions. WOUB’s documents included a “Reports to the Public” website page which displayed
all the CPB transparency requirements. WLCH’s redesign of its website plans a similar web
page titled “WLCH Community Page,” where all of CPB’s transparency requirements will be
displayed. WFHB said that since the audit it had placed the upcoming CAB meeting on its
website calendar.

In response to recommendations 4 and 5, KCND agreed with recommendation 4 to revise the
transparency guidance to make it absolutely clear what must be posted to be in compliance, and
WUOT said it particularly agreed with recommendations 4 and 5. It was among the stations
confused about posting the AFR to the website. It said current CPB guidance language is not
specific and clarification was definitely needed. Finally, KEDT’s response made a general
statement recommending CPB put more resources into on-going training programs related to
these issues. Additionally, it said that every station had some level of confusion with the CPB
policies and suspects that most station managers would find some annual station compliance
training useful.

OIG Review and Comment

Based on grantee responses, we consider recommendation 3 resolved but open pending CPB
receipt of documentation (e.g., website screen shots or similar evidence to show that omissions



we reported are corrected) of corrective actions taken by KCND, KEDT, WRVS, WBIC,
WUOT, and WLCH. WOUB, WMKY, and WFHB provided evidence in their response or
during fieldwork that they completed their corrective actions regarding recommendation 3. We
believe WUOT’s “Reports to the Public” and WLCH’s proposed “WLCH Community Page”
web pages represent best practices for displaying CPB’s transparency requirements.

Recommendations 4 and 5 address revising CPB grant agreement terms and remain unresolved.

Discrete Accounting

Our audit found that 4 of 10 stations’ accounting systems did not discretely account for CPB
restricted revenues and/or expenses in accordance with CSG grant requirements. One station
(WFHB) did not have an accounting code to identify CPB revenues and expenses. A second
station (WMNF) had accounting codes to identify CPB restricted and unrestricted revenues, but
did not have a code to identify CPB restricted and unrestricted expenses. WMNF commingled
CPB expenses with non-CPB expenses in its accounting system. Two other stations (WOUB
and WBJC) had separate CPB accounts but comingled unrestricted and restricted funds within
one revenue account. WOUB had one CPB expense account and WBJC had a national
programming account that CPB restricted funds were spent on, neither separately tracked CPB
restricted or unrestricted expenditures. As previously discussed in the Act finding, each of the
stations certified that it complied with CPB’s discrete accounting in its Fiscal Year 2014
Community Service Grant — Certification of Eligibility.

A fifth station (WMKY) had established discrete CPB accounts in its accounting system for both
unrestricted and restricted funds, however, it mistakenly posted its CPB Rural Grant (unrestricted
funds) to the restricted account and its CSG restricted funds to the CPB unrestricted fund
accounts (revenues and expenses).

CPB’s FY 2014 General Provisions and Eligibility Criteria Radio CSGs, Section 4.D. requires
stations to provide discrete accounting and proper documentation to support all CSG revenues
and expenditures.

Discrete accounting requires a unique code that identifies CSG revenues and expenses,
restricted and unrestricted, so that both the grantor and the auditor can discretely track those
funds within the accounting system. There is no requirement to segregate CSG funds in
separate bank accounts. Co-mingling funds is allowable as long as the accounting system
can easily identify transactions associated with a major activity (i.e., department, grant,
contract or other project).

CPB’s website, For Stations and Producers, Station Guidelines and Resources

During our fieldwork, station officials at WFHB and WBJC stated they were not aware that they
had to establish discrete accounts to record CPB revenues and expenses (restricted and
unrestricted). WMNF officials explained that its lack of discrete accounting for CPB expenses
was an oversight. The WOUB operations official stated that the station annually budgets and
expenses the restricted funds to pay NPR dues. The WMKY accounting official mistakenly



accounted for the CPB Rural Grant funds as restricted funds and did not properly post the CSG
restricted funds to the restricted accounting code.

As a result, we could not independently identify CPB restricted fund expenditures in the
accounting systems of these stations without the assistance of station officials. In each instance,
they provided information identifying CSG restricted expenditures and supporting
documentation to verify that expenses were incurred for national programming and related
services in accordance with grant requirements. For this audit, we accepted managements’
assertions that these expenses were paid with CPB restricted funds. However, we could not
independently verify what expenses were paid from what funding source in the accounting
system.

In response to our preliminary findings station officials have taken the following specific actions.

« WFHB officials stated they had made adjustments to their accounting system to account
for restricted expenses. They did this by creating a subcategory of programming fees
called “CPB Restricted.”

« WMNEF officials initiated action to revise their accounting system to discretely account
for CPB restricted and unrestricted expenses.

« WOUB officials indicated that they are addressing this finding to correct their system for
this year’s financial statement audit.

« WBIC officials referred the matter to university accounting officials to address in the
university’s system.

+ WMKY accounting officials stated they agreed with the finding and are making
corrections on future grants and AFR statements.

Recommendations

We recommend that CPB require:

6) WFHB, WMNF, WOUB, and WBJC to comply with CPB’s discrete accounting
requirements and provide documentation identifying the account codes to be used to record
CSG unrestricted and restricted revenues and expenses.

7) WMKY to put controls in place to ensure CSG unrestricted and restricted funds are recorded

in the proper accounts.

Grantee Responses

In response to recommendation 6 all four grantees (WOUB, WFHB, WBJC, and WMNF)
indicated that they had taken actions to establish appropriate codes in their accounting systems to
ensure the proper recording and reporting of CPB restricted fund revenues and expenditures.
WOUB’s response identified the accounting code in its system that accounts for CPB restricted
fund activities in FY 2015. In response to recommendation 7, WMKY indicated that it would
provide an explanation to the University’s accounting department on the use of the funds each
time grant funds are received.



OIG Review and Comment

Based on grantee responses, we consider recommendation 6 resolved but open pending CPB’s
verification that new codes have been implemented and are being used to record FY 2015
restricted fund activities for WFHB, WBJC, and WMNF. WOUB'’s response identified the
accounting codes to discretely account for CPB grant funds. Based on WMKY s response, we
consider recommendation 7 resolved and closed.

Reporting Restricted CSG Funds on Schedule E

Our review of restricted expenses reported on AFR, Schedule E found that four stations did not
accurately report their CPB restricted expenses. Two stations (WFHB and WMKY) reported
their CPB restricted expenses across all five functional expense categories when both stations
used those funds on programming and production. One station (WRVS) reported all of its CSG
expenses (both restricted and unrestricted) in the restricted broadcasting and engineering expense
category, when the station spent all its restricted funds on only programming and production.
The fourth station (KEDT) overstated its CPB restricted expenses by reporting all of its
programming expenses as CPB expenses, including amounts funded with non-CPB funds.

CPB’s Financial Reporting Guidelines for Preparing the Annual Financial Report (Guidelines)
requires grantees to report all expenses on Schedule E. These Guidelines explain that Schedule
E is designed to show expenses by functional category. Schedule E provides that functional
expenses be reported by funding source, i.e., CPB restricted, CPB unrestricted, other CPB, and
non-CPB funds.

Accounting officials at each of the four stations generally acknowledged that CPB restricted
expenses had not been properly reported on the AFR. They indicated that CPB CSG expenses
would be properly reported in the future.
While our audit found that the stations properly spent their restricted funds on national
programming and related activities, erroneous reporting does not provide CPB with accurate
information on how the CPB restricted funds were spent.

Recommendation

We recommend that CPB require:

8) WFHB, WMKY, WRVS, and KEDT to explain what internal controls they will institute to
ensure accurate reporting in the future.

Grantee Responses



In response to recommendation 8 all four grantees (WFHB, KEDT, WRVS, and WMKY)
indicated that they had taken actions to ensure the proper reporting of CPB restricted fund
expenditures in future AFR reporting. WFHB and WMKY said they had established the
appropriate accounts in their accounting systems to facilitate the accurate reporting of CPB
expenditures. WRYVS said they would establish the appropriate accounts. KEDT indicated that
its accounting service was fine with the recommendation and will correct in future reporting.

OIG Review and Comment

Based on grantee responses, we consider recommendation 8 resolved but open pending CPB’s
verification that each grantee accurately reported CPB restricted fund expenditures on the FY
2015 AFR. CPB should review the CPB restricted fund expenses reported on Schedule E and
determine whether reported expenses are in agreement with the FY 2014 award amounts. CPB
should resolve any differences in reported expenses and award amounts before closing this
recommendation.



Exhibit A

Scope and Methodology

The objectives of this audit were to determine whether ten selected grantees: a) spent CPB
restricted radio funds on national programming; b) discretely accounted for CPB revenues and
expenditures in its accounting system; c) complied with the Act requirements for open meetings,
open financial records, CAB, EEO reporting, and donor lists and political activities prohibitions;
and d) complied with website transparency grant requirements.

Our tests included verifying that CPB radio restricted expenditures were spent on national
programming and related activities authorized in CPB FY 2014 Radio Community Service Grant
General Provisions and Eligibility Criteria. We traced detailed CPB restricted expenditures to
station trial balances and verified 100 percent of the CPB restricted expenditures to vendor
invoices or payroll records of employees who worked on programming that was put into national
programming distribution. We also verified whether stations’ accounting systems discretely
accounted for CPB restricted revenues and expenditures. Finally, we compared CPB restricted
funds awarded to each station to amounts reported on the stations’ FY 2014 AFR as CPB
restricted expenses.

We gained an understanding of stations’ written policies (internal controls) for complying with
Act requirements that included: open meetings, open financial records, CAB, EEO, and donor
lists and political prohibitions. We used this information to plan our substantive tests of Act and
transparency grant requirements, as well as to identify contributing causes for non-compliance
with these requirements. We interviewed station officials and reviewed web postings, operating
policies, meeting notices, meeting minutes, and other records containing Act compliance
documents.

Our fieldwork was conducted from March 2015 through August 2015. Our audit was performed
in accordance with the Government Auditing Standards for performance audits.



Compliance with Communications Act Requirements

Exhibit B

Open Meetings Open Financial Records CAB
Advance Notice Quarterly On-Air Closed Meeting AFR Available to the Meets Advises Governing Board Operates Independent of
Stations Level Committee Meetings Announcements Explanation Public Regularly Programming Meets Needs Governing Board
WOuB B No (1 No (/) n/a n/a n/a
WFHB B No (3)
KCND C No (2 No () No (2
KEDT C No (2 No (2 No 2) No 2
WRYVS C No (2) n/a n/a n/a
WMKY C No (i n/a n/a n/a
WBJC D n/a n/a n/a
WMNF D No (1) No (2 No (1) No (1)
WUOT D n/a n/a n/a
WLCH D No (3 No (2) unable to determine (4)
Totals 30f10 dof 10 1of10 Sof10 20f$ 20f5 Lofs

(1) station implemented corrective actions and provided documentation of actions taken

(2) station stated it had implemented corrective actions

(3) station agreed to take corrective actions
(4) no minutes were taken at CAB meetings




Compliance with Transparency, Discrete Accounting, and AFR Reporting

Exhibit C

Transparency Discrete Accounting
Discrete
CAB/ How to Financial Discrete CPB Restricted Discrete
Committee Obtain CPB | Statement & Accounting Unrestricted Codes Not AFR
Stations | Level | Meeting Dates AFR 990 Codes Codes Followed Reporting
wOuB B No (/) No (1)
WFHB B No (1) No (2) No (3)
KCND C No 2)
KEDT C No (2) No (3)
WRYVS C No (2) No (3)
WMKY C No (1) No 2) No (3)
WBJC D No (2) No (2)
WMNF D No (2)
wuoT D No (2)
WLCH D No (3) No (3)
Totals 4of 10 Sofl0 lof 10 20f10 20f10 lofl10 4010

(1) station implemented corrective actions and provided documentation of actions taken
(2) station stated it had implemented corrective actions
(3) station agreed to take corrective actions
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Findings and Recommendations for WOUB Public Media

Images referenced within this document can be viewed online.
woub.org - select “About WOUB” - select “**Click Here for Reports to the Public***”

Communications Act

Open Meetings Requirements

« WOUB did not make quarterly on-air announcements of the stations open meetings
policies

« In response to our findings, WOUB implemented new on-air announcement
procedures.

The minimum compliance requirements for “reasonable notice” to the public as stated in
CPB’s explanation of the Act requires stations to “give reasonable notice to the public of
the fact, time, and place of an open meeting at least one week (7 days) in advance of the
scheduled date . . . .”

CPB’s explanation of the Act requires stations to provide three types of notice:

1. Notice placed in the "Legal Notices" or the radio and television schedules section
of a local newspaper in general circulation in the station's coverage area; or, notice is
available through a recorded announcement that is accessible on the station's phone
system; or, notice is available through an announcement that is accessible on the station’s
web page; and

2.  Notice communicated by letter, e-mail, fax, phone, or in person to any individuals
who have specifically requested that they be notified; and

3. The station makes on-air announcements on at least three consecutive days once
during each calendar quarter that explain the station's open meeting policy and provide
information about how the public can obtain information regarding specific dates, times,
and locations.

WOUB Response

Currently, all three types of notices are provided on the station website, woub.org. In
Figure 1.0 below, note #1 “Future Meetings and Locations of Meetings,” #2 “Minutes of
Previous Meetings/Sign Up for Meeting Materials,” and #3 “WOUB Announcements of
Trustee Meeting Policy.”

The first two links go directly to Ohio University Board of Trustees pages as show in
Figure 1.1, “Board Meeting Dates and Locations,” and Figure 1.2 “Sign up to Receive
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4. The date, time, and place of all open meetings as determined by the Communications Act
(see 47 U.S.C. § 396(k)(4));

5. Its most recent Audited Financial Statements;

6. Information about how to obtain copies of annual financial reports;

7. If Grantee files its own IRS Form 990, the most current IRS Form 990;

8. If Grantee is not required by the IRS to file an IRS Form 990, compensation information,
unless prohibited by law, comparable to the information outlined in the IRS Form 990 Part
VII A, and contractor compensation in IRS Form 990 Part VII B; and

9. Its annual report on local content and services included in the Grantee’s 2013 SAS (to be
completed in early 2014) on its content and services that serve local needs, and analysis
about the reach and impact of the local services in its community.

..... stations reviewed posted their audited financial statements on their websites,
but...WOUB... did not have specific information on how to obtain copies of CPB’s AFRs.

WOUB Response

In response to the identified transparency requirements, WOUB has confirmed that all of
the required Transparency Requirements identified above are included on the station
website.

Figure 3.0 highlights:

#1. A staff list that identifies and includes senior/executive management (names and
titles) with contact information

#2. A list of the members of the Ohio University Board of Trustees

#3. <WOUB is not required to maintain a CAB>

#4. The date, time, and place of open meetings of the Board of Directors as determined by
the Communications Act (see 47 U.S.C. § 396(k)(4))

#5. The most recent Audited Financial Statement (2013-2014)

#6. Information on how to obtain copies of annual financial reports (or any other document
listed online at “Reports to the Public” including address and hours, phone (local and 800), or
direct link)

#7. <WOUB does not file its own IRS From 990>

#8. Comparable information as outlined in the IRS Form 990 part VII A

#9. Most recent Local Content Report

Located at the back of this response report are PDFs or other information found by clicking
each link identified in the Transparency Requirements above. The only exceptions are:

#5, the most recent Audited Financial Statement (2013-2014) where only the cover
sheet is provided in this report as demonstration of availability, (rather than the entire
thirty-page document, which is available in full via the link or request as noted) and,
#6, information on how to obtain copies of annual financial reports (or any other
document listed online at “Reports to the Public” including address and hours, phone
(local and 800), or direct link), as that information is identified directly on Figure 3.0.
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Discrete Accounting

Discrete accounting requires a unique code that identifies CSG revenues and expenses,
restricted and unrestricted, so that both the grantor and the auditor can discretely track
those funds within the accounting system.

« WOUB had separate CPB accounts but comingled unrestricted and restricted funds
within one revenue account and one expense account.

« The WOUB operations official stated that annually she budgets and expenses the
restricted funds to pay NPR dues.

« In each instance they provided information identifying CSG restricted expenditures and
supporting documentation to verify that expenses were incurred for national
programming and related services in accordance with grant requirements.

« WOUB officials indicated that they are addressing this finding to correct their system
for this year’s financial statement audit

« Require WOUB comply with CPB’s discrete accounting requirements and provide
documentation identifying the account codes to be used to record CSG unrestricted and
restricted revenues and expenses

WOUB Response

While WOUB was able to identify the expenses related to the restricted portion of CPB
Fund Expenditures and determine that all funds had been utilized appropriately, at the
time of the review the unrestricted and restricted funds were comingled within one
revenue account and one expense account.

Once that information was identified in the preliminary report in May 2015, WOUB and
Ohio University took immediate steps to address the situation and corrective measures
were implemented without delay, as shown below.

Figure 4.0 indicates discrete accounting for FY ’15, with GRO11130E (highlighted in
yellow) as “CPB Radio Community Service Grant — Restricted” (also identified by
description in Figure 4.1).

Moving into FY ’16, Figure 4.0 again identifies discrete accounts created within the Ohio
University and WOUB Public Media systems, insuring that an auditor can discretely
track restricted and unrestricted funds within the revenue and expense accounting system.
(FY ’16 has a start date of October 2015.)

11
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Conclusion

WOUB Public Media has a long history of service to the local region thanks in large part
to the Community Service Grants provided through the Corporation for Public
Broadcasting.

It is certainly the intention of WOUB to be in full compliance with all of the CPB Grant
General Provisions and Eligibility Criteria as our response to the draft report hopefully
indicates.

We appreciate the thorough efforts of the Inspector General’s Office and the opportunity
allowed to provide information and documentation to identify corrective actions made at
WOUB Public Media.

13
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soutH Texas pusLic KEDT €

BROADCASTING IKEDT @
sysTEM, INC. KVRT &

September 1, 2015

Mr. William J. Richardson HI

Deputy Inspector General
Corporation for Public Broadcasting
401 Ninth Street, NW

Washington, DC 20004-2129

Dear Bill,

South Texas Public Broadcasting System, Inc., licensee of public radio station KEDT-FM has taken all of
the necessary steps to be in full compliance with the “Communications Act Certifications Requirements
for Community Service Grant Recipients”. The specific items addressed in the 2015 CPB Audit were
quickly addressed and rectified. Additionally, the scope of the CPB Audit findings and the resulting
corrective actions taken by KEDT management were reviewed in detail with the Board of Directors of
South Texas Public Broadcasting System, Inc. at the Board’s August 26, 2015 meeting.

Audit ltems concerning KEDT, addressed in the August 2015 CP8 Report of 10 NPR Stations

1 Advanced notice of committee meetings - The dates, times and locations for meetings of the Board
of Directors and Community Advisory Board were verified on the KEDT website and proper series of
advance on-air announces have been scheduled for all future meetings in compliance with CPB policy.

2 Quarterly on- air announcements - KEDT started broadcasting monthly announcements stating that
all Board of Directors and Community Advisor Board meetings are open to the public. The
announcement reports that all relevant meeting details are available on the station’s website,
www.KEDT.org , at the station’s physical location and by phone. (Note: We elected to air these monthly
to be sure we are in compliance with the quarterly requirement existing practice.)

3 AFR available to the Public - KEDT staff was instructed that copies of the CPB Annual Financial Report
are available for the public to view within the FCC public file cabinet. Staff was also instructed to
provide copies of report to public if requested. (Note: at the time of audit site visit, 3 new employee
was not aware of this established practice when asked by CPB visitor. Management staff was aware of
the practice and procedure and would have provided the information if asked. )

4 CAB advises Governing Board on Programming meets needs of community - The quarterly CAB’s
meetings procedures now include more complete recording of minutes and recommendations regarding
programming. The Board of Directors will be provided the enhanced CAB minutes.

4455 S Padre Island Drive, Suite 38 Corpus Christi, TX 78411-5122 www.kedLorg  phone 361-855-2213  fax 361-855-3877
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5 Transparency CAB Meeting Dates - The meeting dates and locations of the CAB have been posted on
the station’s website.

6 Donor List and Political Activities — A policy regarding donor lists and political activities has been
reaffirmed by KEDT's Board of Directors at the August 26, 2015 meeting. The policy is still on the
station’s website.

7 AFR Report - KEDT’s accounting and financial reporting is done by NETA (National Educational
Telecommunications Association). The methodology of the reporting regarding expenditure of the
Community Service Grant was reviewed with NETA management. | received the following email back
from NETA noting they understand the desired reporting format and will report accordingly in the
future.

Here is the note from our accounting manager at NETA.

“Don, I spoke with Bill last week in regards to the allocation of national programming, and it is
suggested that we only allocate the grant award amount in expenses so that revenue and expenses
will net to zero. We are fine with this recommendation and will correct it in future years. | have copied
David Crouch on this email to assist with any additional questions you may have.

Thank you

Albernel Jones “

Bill, 1 found the review of the CPB polices, their interpretation and implementation reviewed in your
field audit to very helpful. We had clearly misinterpreted elements of the language for years. | would
recommend that CPB put more resources into an on-going training program for stations related these
issues. Asyou noted in your report, every station had some level of confusion with the CPB policies.

| suspect that most station managers would find annual station compliance and review training helpful.

It was good to see you again. | enjoyed working with you on this project. Thanks for sharing your
expertise with me and my staff.

Sincerely,

n Dunlap

President and General Manager
South Texas Public Broadcasting System, Inc.

Cc Mr. Steve Hipes, Chairman of the KEDT Board of Directors



Exhibit H
WRVS-FM response to the draft report






Exhibit I
WMKY -FM response to the draft report


















Exhibit J
WBIJC-FM response to the draft report



Exhibit J
WBJC-FM

pglofl

September 14, 2015

Corporation for Public Broadcasting
Attn: William J. Richardson 111 / Deputy Inspector General
401 Ninth Street, NW

Washington, D.C. 20004-2129

Dear Mr. Richardson,

First, let me thank you for your assistance in helping us to interpret the findings from the CPB
limited scope FY 14 Audit. After studying the Draft Report, it is my belief that WBJC was in
general compliance with most items listed in the Report, however, there were two areas that
showed some degree of deficiency; 1) Discreet Accounting and 2) Transparency.

1. Discreet Accounting - In the WBJC “*Schedules of Functional Revenues and
Expenditures”, the College (Baltimore City Community College — the licensee) had
always listed the CPB grant money under a separate PCA code as required by the Act.
Unfortunately, the College/station’s interpretation of a discreet code for expenditures
was erroneous. The College/station listed all National Programming expenses under a
discreet code, but it did not separate the restricted CPB portion of those expenses from
any excessive spending in that category. Also, the station did not have a separate code
for the unrestricted expenses portion of the CPB grant.

Corrective Actions — The College/station have made changes to the accounting methods
beginning with the FY16 Budget. There will continue to be separate, discreet
Accounting PCA numbers in the budget for the Restricted and Unrestricted Revenues ...
and there are now separate, discreet Accounting PCA numbers in the budget for the
Restricted and Unrestricted Expenditures.

2. Transparency — Each year, WBJC did include both the AFR and Financial Audit
materials in its Public files, but these items were not uploaded onto its web-site.
Corrective Actions — The station uploaded these items shortly after the Audit was
completed and will continue to upload all financial records upon completion.

Again, thank you for your help with these matters. If you feel that we have missed any other
problems, please call me at your earliest convenience.

Sincerely.
O ~f . /642['

Joseph M. Hutchins / General Manager

6776 Reisterstown Road / Suite 202

Baltimore, Md. 21215

{Gen. Off.) 410-580-5800 ... (Dir. Line) 410-580-5801

jhutchins@bccc.edu

MARYLAND'S CLASSICAL MUSIC STATION
6776 REISTERSTOWN ROAD, SUITE 202 « BALTIMORE, MARYLAND 21215 « 410/580-5800
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WMNF

WMNE IS A 301 (C) (3) NON-PROFIT CHARITABLE ORGANIZATION.  WMNEF'S SOLICITATION CODE 1S SC-00786 A COPY OF THE
OFFICIAL REGISTRATION AND FINANCIAL INFORMATION MAYBE OBTAINED FROM FHE DIVISION OF CONSUMER SERVICES BY
CALLING TOLL -FREE WITHIN FLIE STATE, 1-800-433-7332 REGISTRATION DOES NOT IMPLY ENDORSEMENT, APPROVAL OR
RECOMMENDATION BY THE STATE 100 % OF FACH DONATION IS RECEIVED BY THF NATIEAN B STUBRBI FFIFED FOUNDATION
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businesses for allowing TG persons to use bathroom of sex with which they identify
is not well known. Media need to be educated on TG issues, and then to get out the
word. 20+ TG people have been killed in hate crimes since January. 40% of
homeless youth identify as LGBTEQ FL's transgender inclusion director is Gina
Duncan - would make a good guest for RL’s program. We should attend to EQ FL's
press releases, and to Uhuru’s news serve: Uhurunews.com, and the Burning Speak
website, to report breaking activities and issues arising.

Meeting concluded at 1:30, with thanks and invitatien to attend further meetings.
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Contract for redesign of SACA & WLCH Radio websites

o Cost for redesign & programming is $2000.

e Web hosting remains the same at GoDaddy on the SACA account.
e Projectincludes:

o]
o

o
(o]

There will be only two websites — WLCHradio.org & SACAPA.org

Both websites will be constructed with Wordpress, which will allow WLCH/SACA
staff to modify content as needed

Time will be allotted for the training of staff on use of Wordpress

Both websites will have their content condensed (content provided by
WLCH/SACA staff)

Many of the current pages in each website will be eliminated

The WLCHRadio web site will have one page (Community) with content and links
to about 10 PDF documents that will be provided electronically by WLCH/SACA
staff

WLCHRadio website home page will have a section allocated for the eventual
streaming of the station’s programming

Each home page will have within it a section of rotating pictures and/or sponsors
logos provided by WLCH/SACA staff

The websites will be constructed with Wordpress software

Time will be allotted for the training of staff on use of Wordpress

e Estimated timeframe of completion is September 30, 2015. Timeline will vary based on
content delivery provided from SACA/WLCH.

o Schell’s Web Design will invoice for the project upon completion of tasks associated with
the redesign of SACA & WLCH websites.

Dave Schell — Schell’s Web Design

dave@imakewebpages.com
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Attachment 4
Open Meeting Policy (Quarterly, 3 Consecutive
Days)

It is the policy of the WLCH/SACA board of directors
to provide the public, access to our board, sub-
committee and community advisory board meetings.
For information regarding the place, date and time
of the meetings please (visit our website
wichradio.org or) call 717-295-7996.

Meeting Notice — (7 Days In Advance of Meeting)

To comply with SACA’s Open Meeting Policy we
want to give notice to the community that the next
meeting of the SACA/WLCH Community Advisory
Board, will be Wednesday, Sept. 9™ 6:30pm at Tec
Centro, 102 Chester St., Lancaster, PA.

For further information (visit our website
wichradio.org or) call 717-295-7996.



