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EXECUTIVE SUMMARY

Issue 1: The Educational Broadcasting Authority Essentially
Operates Two 501(c)(3) Non-Profit Corporations By Providing
Significant Fund-raising and Administrative Support, and Violates
State Purchasing and Travel Regulations By Directly Paying for
Expenses from the Non-Profit Corporations’ Accounts Which Are
Not Regulated By the State.

In 1979 and in 1992, staff of the Educational Broadcasting
Authority (EBA) incorporated the Friends of West Virginia Public
Broadcasting, Inc. (Friends), and the West Virginia Public Broadcasting
Foundation, Inc. (Foundation) respectively, for the purpose of soliciting
and receiving donations, gifts and grants to be used by the EBA. These
two 501(c)(3)s were incorporated by EBA staff, and state employees
continue to perform administrative and fund-raising tasks for both non-
profit organizations.

Although the EBA has statutory authority to receive donations
and gifts from the general public, it does not have explicit authority
to have its employees solicit donations on state time. The Legislative
Auditor finds that much of the funds were raised, received, and used by
the EBA. Upon receipt, donated funds are deposited into the accounts
of the two nonprofit organizations rather than with the State Treasurer as
mandated by West Virginia Code. This arrangement allows these moneys
to be spent by the EBA essentially unregulated, resulting in the following
negative effects:

e Circumvention of state purchasing regulations,
e Circumvention of travel regulations, and
e Loss of transparency to the Legislature and the public.

The EBA’s use of the Friends and the Foundation bank accounts
prevents it from being totally transparent. Millions of dollars of the
agency’s expenses are paid from these outside accounts without oversight
by the State. While the Legislative Auditor did not find any expenses that
seem fraudulent, some expenses would have been prohibited due to state
regulations.

As a result of the EBA providing administrative support for
the Friends and the Foundation, and being active in fund-raising,
the Legislative Auditor identified three consequences that are likely
unintended, which are as follows:

The Legislative Auditor finds that
much of the funds were raised,

received, and used by the EBA.

Millions of dollars of the agency’s ex-
penses are paid for from these outside
accountswithout oversight by the State.

Performance Evaluation & Research Division |
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e The Legislative Auditor questions whether the Friends
of West Virginia Public Broadcasting, Inc. and the West
Virginia Public Broadcasting Foundation, Inc. are separate
legal entities from the Educational Broadcasting Authority.

e The Friends of West Virginia Public Broadcasting Inc. has
a high cost of fund-raising as a result of the use of state
employees.

e The Educational Broadcasting Authority’s fund-raising
activities have exceeded its statutory authority.

The Legislative Auditor concludes that the lines separating the EBA,
the Friends and the Foundation are blurred, and the entities should operate
as complete and separate entities with clearly defined and disconnected
missions and financial accounts to protect the financial rights of the State
and persons affected by the EBA’s activities.

Issue 2: The Educational Broadcasting Authority Should Improve
the Level and the Quality of Its Management Information In Order
to Determine the Public’s Needs.

The EBA has not conducted annual surveys as recommended
in the Legislative Auditor’s report released in September 2001. The
proposed survey was to measure the usage, strengths, weaknesses, and
comparability to commercial programs. The EBA has explored this
recommendation but cites excessive survey costs as reasoning for not
conducting annual surveys. The EBA calculated the cost of a paper survey
to be mailed to approximately 20,000 West Virginia K-12 educators to
be an estimated $18,740. Utilizing statistical sampling, the Legislative
Auditor contends that a valid survey at a confidence level of 99 percent
could be conducted for roughly $578.70. Also, the use of online survey
tools would allow for large surveys at an even lesser cost. Additionally,
online survey tools can be used for other surveys in order for the EBA to
gain better management information for other programming efforts.

The EBA currently collects management information to assist
the agency in making service and programming decisions. However,
the Legislative Auditor opines that the information is initiated by users,
is non-aggregated, and provides a limited view of the total population.
Examples of this management information include: copies of evaluations
by Teacherline and Ready To Learn workshop attendees that are submitted
after the program is completed, solicited surveys from educators who
use Chalkwaves, copies of greeting cards, drawings, and copies of donor
comment forms. The Legislative Auditor found this information to be

Educational Broadcasting Authority

The Legislative Auditor concludes
that the lines separating the EBA,
the Friends and the Foundation are
blurred, and the entities should oper-
ate as complete and separate entities.

The EBA currently collects manage-
ment information to assist the agency
in making service and programming
decisions. However, the Legislative
Auditor opines that the information is
initiated by users, is non-aggregated,
and provides a limited view of the total
population.
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deficient due to the following reasons:

e Much of the feedback is initiated by the users of the EBA’s
services rather than the EBA being proactive in obtaining it.

e The data are not in an aggregated format, and was simply
provided in piecemeal.

e Feedback was limited to actual users and/or donors of the
agency’s services, and the feedback only displayed a positive
view of programming provided by the EBA.

The Legislative Auditor has identified several areas where the
EBA can improve its utilization of management information. Currently,
the majority of the EBA’s management information is gained by user
initiated feedback rather than the agency being proactive in obtaining
it. Improved management information will provide the EBA with the
management information that may assist it in determining areas where
it can improve, what programs and services are needed in order for it
to fulfill its mission, whether the users of its services are increasing or
declining, and where to allocate its resources. The EBA should also
establish benchmarks in its performance measures in order to determine
whether it is meeting its performance goals.

Recommendations

1. The Legislative Auditor recommends that the Educational
Broadcasting Authority, The Friends of Public Broadcasting, Inc., and the
West Virginia Public Broadcasting Foundation, Inc., operate as complete
and separate entities with clearly defined and disconnected missions
and financial accounts to protect the financial rights of the State and
persons affected by the agency s activities. The Educational Broadcasting
Authority should follow the six recommended items listed below in order
to ensure proper separation from the two non-profit corporations:

a. The EBA should discontinue providing administrative
support for the Friends and the Foundation.
b. The EBA should discontinue allowing its offices to be

used as an address for the Friends and the Foundation.

c. The EBA should discontinue directly paying for its
expenses from the Friends and the Foundation bank
accounts. Any moneys that the Friends or the Foundation
wishes to provide the EBA should be donated to the
EBA.

The EBA should also establish
benchmarks in its performance
measures in order to determine
whether it is meeting its performance
goals.
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d. The EBA should discontinue all fund-raising or soliciting
activity by its employees.

e. The EBA should follow Division of Purchasing
regulations for all commodities and services that it
procures.

f. The EBA should follow state travel regulations for
reimbursing its employees for travel.

2. The Legislative Auditor recommends that the FEducational
Broadcasting Authority review meal expenditures to determine whether
amended W2's or 1099's should be issued to Educational Broadcasting
Authority employees.

3. The Legislative Auditor recommends that the FEducational
Broadcasting Authority should become more proactive rather than
reactive in obtaining management information from users and non-users

of its services.

4. The Legislative Auditor recommends that the Educational
Broadcasting Authority conduct needs assessment to determine what
gaps need to be filled between current and desired/needed products.

5. The Legislative Auditor recommends that the FEducational
Broadcasting Authority conduct utilization assessment surveys of its
educational services, and other programming. Cost effective options
such as internet survey tools should be an option.

6. The Legislative Auditor recommends that the Educational
Broadcasting Authority determine the reasons that non-users do not use
its services by options such as surveying or conducting focus groups.

7. The Legislative Auditor recommends that the Educational
Broadcasting Authority establish benchmarks for its performance
measures.

Educational Broadcasting Authority
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OBJECTIVE, SCOPE & METHODOLOGY

The performance review of the Educational Broadcasting
Authority is authorized by the West Virginia Performance Review Act,
specifically §4-10-8(b)2 of the West Virginia Code, as amended. This
review was conducted in conjunction with the 2009 Agency Review of
the Department of Education and the Arts. The Educational Broadcasting
Authority is statutorily required to provide the best educational training
possible for all citizens of this state at the preschool, elementary, secondary
and higher education and adult levels through the use of noncommercial
educational radio, television and related media operating and originating
from educational broadcasting.

Objective

The objectives of this review included an examination of the
Educational Broadcasting Authority’s relationship with the Friends of
West Virginia Public Broadcasting, Inc. and the West Virginia Public
Broadcasting Foundation, Inc. Specifically, the Legislative Auditor
examined this practice from legal, regulatory, and transparency
standpoints, including whether the Educational Broadcasting Authority
has been circumventing state purchasing regulations and state travel
regulations. An additional objective was to evaluate how the Educational
Broadcasting Authority obtains and uses management information.

Scope

The scope of this review is September 2001 through May 2010.
Areas of interest for this report were limited to the management information
that is obtained by the Educational Broadcasting Authority, as well as
the relationship between the Educational Broadcasting Authority and its
two fund-raising 501(c)(3) organizations — the Friends of West Virginia
Public Broadcasting, Inc. and the West Virginia Public Broadcasting
Foundation, Inc.

Methodology

Information compiled in this report has been acquired through
communication with and documentation from the Educational
Broadcasting Authority. Additionally, information was obtained through
the West Virginia Secretary of State’s Office, Purchasing Division, and
the United States Census Bureau. Every aspect of this review complied
with Generally Accepted Government Auditing Standards (GAGAS) as
set forth by the Comptroller General of the United States of America.

Performance Evaluation & Research Division
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ISSUE 1

The Educational Broadcasting Authority Essentially
Operates Two 501(c)(3) Non-Profit Corporations By
Providing Significant Fund-raising and Administrative
Support, and Violates State Purchasing and Travel
Regulations By Directly Paying for Expenses from the Non-
Profit Corporations’ Accounts Which Are Not Regulated
By the State.

Issue Summary

In 1979 and in 1992, staff of the Educational Broadcasting
Authority (EBA) incorporated the Friends of West Virginia Public
Broadcasting, Inc. (Friends), and the West Virginia Public Broadcasting
Foundation, Inc. (Foundation) respectively, for the purpose of soliciting
and receiving donations, gifts and grants to be used by the EBA. For many
years the EBA has had several of its employees performing fundraising
and administrative activities for these two private non-profit corporations
in an effort to raise funds for the EBA. Although the intentions for
creating this long-standing arrangement may have been for well-intended
purposes, the leadership of the EBA has not come to a realization that
this arrangement is improper for several reasons. First, the EBA has
authority to receive donations and gifts from the general public; however,
it does not have explicit authority to have its employees solicit donations
on state time. Second, since the incorporated non-profit organizations are
private and separate from the EBA, having EBA staff provide services
for private organizations is beyond the EBA’s statutory authority. Third,
the EBA pays for general expenses directly from the funds of these two
non-profit corporations.

According to the EBA’s enabling statute, all gifts, donations and
grants received by the EBA are to be deposited in an account with the State
Treasurer. The Legislative Auditor finds that much of the funds raised for
and used by the EBA are deposited into the accounts of the two non-profit
organizations. The EBA then directly pays for its expenses from the non-
profit’s accounts, and enables it to circumvent state purchasing and travel
regulations. Furthermore, the EBA’s expenses are not transparent to the
Legislature and the public. The Legislative Auditor concludes that the
lines separating the EBA, the Friends and the Foundation are blurred, and
the entities should operate as complete and separate entities with clearly
defined and disconnected missions and financial accounts to protect the

Performance Evaluation & Research Division |

Staff of the Educational Broadcasting
Authority incorporated two nonprofit
organizations. The EBA allows its
staff to provide these nonprofit with
administrative and fundraising sup-
port on state time. There is no au-
thority that allows EBA staff to solicit
donations or work for private organi-
zations.

The Legislative Auditor finds that
much of the funds raised for and used
by the EBA are deposited into the ac-
counts of the two non-profit organi-
zations. The EBA then directly pays
for its expenses from the non-profit’s
accounts, and enables it to circumvent
state purchasing and travel regula-
tions.
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financial rights of the State and persons affected by the EBA’s activities. It
is recommended that the EBA: 1) discontinue any arrangement in which
state employees are working for private organizations on state time; 2)
discontinue all solicitation activities by EBA employees for donations
and gifts; and 3) follow all state purchasing and travel regulations.

The Educational Broadcasting Authority Receives Funding
From Three Primary Revenue Sources

The EBA receives funds from state appropriations, federal grants,
and private donations through individuals, businesses, grantors, etc.
Since 2006, the EBA has received an average of $10,545,837 in funding
annually from all sources. Table 1 displays complete budgetary data for
fiscal years 2006 to 2008. On average the EBA receives 56 percent of its
funds as an appropriation from the State, 39 percent from private funds,
and 5 percent from the federal government.

Table 1

Educational Broadcasting Authority Budget
Information FY06 - FY08

Educational Broadcasting Authority

The EBA has received an average
of $10,545,837 in funding annu-
ally from all sources since 2006.

FY 2006 2007 2008

State Funds $5,681,835 $5,655,951 $6,235,373
Federal Funds* $369,155 $208,061 $1,103,562
Private Funds $4,199,146 $4,131,908 $4,052,519
Total $10,250,136 $9,995,920 $11,391,454
Source: WV Educational Broadcasting Authority and Affiliates Independent Audits, Fiscal
Years 2006-2008

*Source: Legislative Auditor s Budget Division

Two Non-profit Organizations Have Been Established to
Support the Educational Broadcasting Authority

Staft of the EBA established two 501(c)(3) corporations to solicit
funds to support public broadcasting in the State of West Virginia, which
ultimately benefits the EBA. The Friends of West Virginia Public
Broadcasting, Inc. (Friends) was initially established in 1979 as the
Friends of West Virginia Public Radio, Inc. for the purpose of furthering
public and private use of public broadcasting. The Friends acquire and
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administer funds and property that benefit the EBA. The Friends of
West Virginia Public Radio and the Friends of Public Television were
consolidated in 2007 into the current entity to encompass both radio
and television services. The West Virginia Public Broadcasting
Foundation, Inc. (Foundation) was created in 1992 to receive, hold,
disperse, and invest moneys or property given, donated or appropriated by
the general public or any other entity to the EBA for educational purposes
related to the preservation, maintenance, promotion, development and
growth of educational and public broadcasting.

Both the Friends and the Foundation
were created to benefit the EBA.

The Friends solicit funds through individual giving such as
pledges, direct mail, and annual membership. The EBA conducts seven
on-air pledge campaigns on behalf of the Friends throughout the year, four
for television and three for radio. Campaigns for television use special
programming and gifts to increase donations. Radio campaigns are
carried out during regular programming and also use gifts as incentives.
Additionally, direct mailings are sent out every month to encourage
renewal or notify supporters of lapsed donations. The Foundation raises
funds for public broadcasting through corporate underwriting and grants
along with receiving special gifts of stocks, pension, bequests, etc., from
individuals. The Friends and the Foundation are the beneficiaries of four
trusts and one private trust.

From fiscal years 2005 through 2008
the Friends and the Foundation cor-
porations received donations of over

Based on independent audits of the West Virginia Educational
84 million annually.

Broadcasting Authority and Affiliates, from fiscal years 2005 through
2008, the Friends and the Foundation corporations received donations of
over $4 million annually, as shown in Table 2. Complete data for fiscal
year 2009 was not complete at the time of the review.

Table 2
Friends and Foundation Fund-raising Dollars
FYO0S - FY08

FY 2005 2006 2007 2008
Foundation $2,818,123 | $2,890,532 | $2,834,349 | $2,809,300
Friends $1,391,205 | $1,308,614 | $1,297,559 | $1,243,219
Total $4,209,328 | $4,199,146 | $4,131,908 | $4,052,519
Source: WV Educational Broadeasting Authority and Affiliates Independent Audits,
Fiscal Years 2006-2008

Performance Evaluation & Research Division

pg. 13



The Educational Broadcasting Authority Is Essentially
Operating the 501(c)(3) Organizations

West Virginia Code §10-5-4 allows the EBA to apply for and
receive appropriations, gifts, bequests or grants from other government
entities whether federal, state, or local, educational institutions, and other
private individuals and corporations. Notably, the statute specifies that:

All such funds shall be deposited with the state treasurer of
West Virginia...

However, the EBA circumvents this statute because the majority
of donations that are made to benefit the EBA are deposited into accounts
of the aforementioned 501(c)(3) organizations — the Friends and the
Foundation. From fiscal years 2005 through 2008, the EBA deposited
$1,892,863 listed as gifts and donations into state accounts. In comparison,
$16,592,901 was deposited into the Friends and the Foundation accounts
to be expended by the EBA for fiscal years 2005 through 2008.

Figure 1 displays the flow of donated funds which is explained
below by a representative of the EBA.

Donations submitted on behalf of pledge and membership
drives for the Friends of Public Broadcasting are received
by EBA employees. Money is then deposited by EBA
employees into the Friends of Public Broadcasting account.
Other donations and funds received are also handled by
EBA employees and then deposited accordingly to either
the Friends or Foundation accounts.

pg. 14 | WestVirginia Legislative Auditor
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Figure 1: Flow of Donated Funds
Solicits
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EBA staff are involved with all aspects of the flow of donated

funds: soliciting funds, receiving funds, and expending funds for these
two organizations. Neither the Friends nor the Foundation have paid
employees, thus all fund-raising activities and administrative support  Neitherthe Friendsnorthe Foundation
associated with the Friends or the Foundation are performed by volunteers ~ have paid employees, thus all fund-
and employees of the EBA. Additionally, both the Friends and the  "@/Sing activities and administrative
Foundation use the EBA’s offices as their physical mailing address. The support associated with the Friends
or the Foundation are performed by

Legislative Auditor asked the EBA for this information with the following  younteers and/or employees of the

question: EBA.

Does the EBA provide state employees to staff the
Friends of West Virginia Public Broadcasting and/or
the West Virginia Public Broadcasting Foundation? If
so, which EBA employees provided services to the two
sister organizations and how much time was spent by
state employees on state time during FY 2009 and FY
20102 Moreover, if the EBA provided staff to the two
organizations, did the EBA bill the two organizations

Performance Evaluation & Research Division | pg. 15




for the services provided by EBA staff? Services would
include, but are not limited to, administrative support and
fund-raising on behalf of these entities.

The Executive Director’s full response to this question is as
follows:

All EBA staff are state employees. The Friends and the
Foundation make direct transfers into special revenue for
EBA salaries.

The EBA refused to provide any information regarding the number
of employees who provide services to the two sister organizations, along
with the amount of time spent. By stating that “A/l EBA staff are state
employees,” the Legislative Auditor concludes that a significant number
of employees are conducting fund-raising and/or administrative work
on behalf of the two non-profits on state time. For example, the EBA
has a department that is devoted to development which coordinates
membership services, individual and corporate donors for the Friends
and the Foundation. Thus, in order to transfer money to cover the costs
of state employees working on their behalf, the organizations would have
to know how many staff, their salaries, and the daily time allotted to
conducting business.

The Legislative Auditor requested that the EBA provide the
statutory authority that allows employees of the EBA to provide private,
non-profit organizations any services on state time. The Executive
Director stated:

The Executive Director is not qualified to cite statute.
However, the current practices have been in effect since
the inception of these 501c(3) organizations.

The Legislative Auditor finds that it is inappropriate for the EBA
to provide staff for the Friends and the Foundation on state time. Thus, the
practice of the EBA providing these entities with administrative support
should be discontinued. Additionally, the EBA should discontinue
allowing its offices to be used as an address for the Friends and the
Foundation.

pg. 16 | WestVirginia Legislative Auditor

Educational Broadcasting Authority

The Legislative Auditor finds that it is
inappropriate for the EBA to provide
staff for the Friends and the Founda-
tion on state time.




Performance Review June 2010

There Are Several Negative Effects of the Educational
Broadcasting Authority’s Current Handling of Donated
Funds

The EBA has direct access to the bank accounts of the Friends and
the Foundation. The EBA essentially maintains the checkbooks of the
non-profits, and pays for EBA related expenses directly from the Friends
and Foundation accounts. Payments include expenses for services and
programs provided by the EBA, but also administrative expenses to
operate the EBA. The Legislative Auditor has identified three negative
effects resulting from the EBA paying directly for expenses from the
accounts of the 501(c)(3) organizations. The effects are as follows:

e Circumvention of purchasing regulations,
e Circumvention of travel regulations, and
e Lack of transparency.

Circumvention of purchasing regulations

The Legislative Auditor concludes that the EBA has been able to
circumvent state purchasing regulations because the agency has access
to 501(c)(3) accounts which are not regulated by the State. Although
the Friends and the Foundation are not state agencies, the Executive
Director stated purchasing regulations are followed when the EBA uses
moneys from the accounts of the 501(c)(3) organizations. However, the
Legislative Auditor found several instances where purchasing regulations
are not being followed. In 2006, the EBA placed importance on refreshing
the West Virginia Public Broadcasting brand. The EBA stated that it
sent Requests for Proposals to five companies and received a reply from
three firms. The actual Requests for Proposals were not provided to the
Legislative Auditor by the EBA, although they were requested. The
contract was granted to Progressity Development Solutions to deliver the
integrated marketing plan and to design a visual theme. This contract
was for the amount of $20,000 and stated that any additional work must
be conducted by Progressity Development Solutions. The Purchasing
Division did not have record of the contract. The contract was paid for
by the Friends and the Foundation but the contract was signed by the
former Executive Director as a representative of the EBA. At the
completion of work, the total amount paid to Progressity Development
Solutions was $74,223.20. This amount included the cost to do the study,

The EBA essentially maintains the
checkbooks of the non-profits, and
pays for EBA related expenses directly
firom the Friends and Foundation ac-
counts.

The Legislative Auditor concludes that
the EBA has been able to circumvent
state purchasing regulations because
the agency has access to 501(c)(3) ac-
counts which are not regulated by the
State.
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design and printing. The Legislative Auditor maintains that this contract
was entered into by the EBA, and for the benefit of the EBA, and should
have gone through the Purchasing Division.

Additionally, the EBA pays for printing and binding services
from the funds of the 501(c)(3) organizations. Specifically, the EBA uses
Morgantown Printing and Binding for its Pubcaster publication that is sent
to donors as a “membership benefit.” The work for printing Pubcaster
exceeds the $25,000 Purchasing Division level of authority. Thus, the
EBA should have used the services of the Purchasing Division to secure
the printing of Pubcaster for the EBA, but the Purchasing Division does
not have a contract on file with Morgantown Printing and Binding as one
of its contracts for the EBA. Furthermore, the EBA did not obtain
other bids for the printing of Pubcaster. A representative for the EBA
stated:

We have not done this in the past because we have not
paid for this printing cost out of the state funds, but used
the money contributed by donors. This means we believe
we were not required to annually obtain bids or provide
documentation for such.

This statement shows the EBA’s misunderstanding, that by the
agency expending these outside funds it is an act of “receiving” the
donations. Therefore, the funds must be deposited in and expended from
the state account. It must be noted that Pubcaster is edited and designed
by EBA employees. Thus, in both cases the EBA has circumvented
Purchasing Division regulations by using the accounts of the 501(c)(3)
entities.

The Legislative Auditor also found that the EBA is not using
statewide contracts. The EBA like other state agencies is required to
follow the guidelines established by the Purchasing Division and must
use statewide contracts that it establishes. West Virginia CSR §148-1-
7.4:

...allows the state to secure open ended contracts to obtain
commodities, services or printing to supply the repetitive
needs of the State spending units. Use of these contracts

by the agencies is mandatory.

The Legislative Auditor reviewed the expenses paid by the
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EBA from the Friends and the Foundation accounts, and found several
examples where the statewide contracts are not being used. One such
statewide contract is with the West Virginia Association of Rehabilitation
Facilities (WVARF). WVAREF is contracted to handle several services for
any state agency which include but are not limited to presorted mailings.
The Friends issued several payments to DMW Worldwide, LLC which
provides direct marketing services to businesses which include direct
mailings. These services would not have been allowed because of
existing statewide contracts negotiated by the Purchasing Division, but
the EBA has circumvented Purchasing regulations by using funds from
the Friends and the Foundation.

Moreover, the 501(c)(3) organizations have issued payments to
Staples and Office Max which could be assumed were for office supplies.
The Purchasing Division has a statewide contract with Office Max.
Some payments to Staples were for less than $100 but several were past
the benchmark set by the statewide contract. The contract specifically
states:

Agencies may make an emergency purchase of less than
8100 at any location and the Office Max store may match
the contract price, but these must be the exception and not
the normal purchasing procedure.

The Legislative Auditor understands that the Progressity
Development Solutions contract and the Morgantown Printing and Binding
contract along with other expenses were paid by a separate organization
to benefit the EBA. A 501(c)(3) organization is not and should not be held
to state purchasing regulations. However, the EBA is a state agency and
all employees are state employees. The Friends and the Foundation use
the resources of the EBA. Therefore, the EBA should use any statewide
contracts that have been established by the Purchasing Division regardless
of what entity is paying for it, and the Legislative Auditor finds that the
EBA is in violation of Purchasing Division regulations. In conclusion,
the EBA’s funding arrangement with the Friends and the Foundation
accounts enable it to pay for commodities and services from outside
accounts, and circumvent the Purchasing Division regulations.

Circumvention of travel regulations
The Legislative Auditor concludes that the EBA has been able

to circumvent state travel regulations because the agency has access to
501(c)(3) accounts which are not regulated by the State. The Legislative
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The Legislative Auditor reviewed the
expenses paid by the EBA from the
Friends and the Foundation accounts,
and found several examples where
the statewide contracts are not being
used including services provided by
WVAREF.

The EBA should use any statewide
contracts that have been established
by the Purchasing Division regardless
of what entity is paying for it, and the
Legislative Auditor finds that the EBA
is in violation of Purchasing Division
regulations.
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Auditor analyzed 691 employee reimbursements for travel and related
expenses from fiscal year 2008 through March of fiscal year 2010. These
reimbursements were made from the outside bank accounts affiliated with
the Friends and the Foundation. For the time period examined, which is
less than three full years, the total travel expenses were $166,254. This
figure does not represent an additional $23,186 that was direct billed.
Direct billing was not included in the overall total because there was
no documentation showing which account paid the expense. If also
paid from a non-state account, the total of essentially unregulated travel
reimbursement paid is $189,440. A detailed cost breakdown can be
found in Appendix B. Itis the Legislative Auditor’s concern that because
these reimbursements were made from the Friends and the Foundation
accounts, thus not going through the State Auditor’s Office, that the
reimbursements were not scrutinized like travel reimbursements of every
other state agency would have been.

The analysis of travel documents was conducted on a line-by-line
basis and concentrated on 1) meals (per diem), 2) mileage, 3) lodging, 4)
explanation of charges in the “Other” category, and 5) agency approval.
Any of these areas could result in a request for reimbursement being
rejected if reviewed by the State Auditor’s Office. The category relating
to meals, or per diem, yielded the most violations with 135. Meal
violations were found in the form of reimbursement for meals on same-
day travel and amounts exceeding the established daily maximum. The
Travel Management Office does not permit meal reimbursement for travel
without an overnight stay. Specifically, section 6.4 states in part that:

Travel without an overnight stay will not qualify a traveler
as being away from home for purposes of receiving non-
taxable meal reimbursement.

Regarding the established daily maximum reimbursement for
meals, the Travel Management Office’s Travel Rule 6.1 states that:

Meal expense reimbursement is limited to actual expenses
for food, service and gratuities, not to exceed the
Authorized Daily Rates as established by the U.S. General
Services Administration (GSA).

Itis by the GSArates that the Legislative Auditor constructed Table

3. GSA meal and lodging rates fluctuate according to destination location
and even the time of year in some instances. Also included in Table 3
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are statistics from the “Other” category. Violations for reimbursement
claimed in the “Other” category are from inadequate description given
for those costs. As shown in the table, 12.1 percent of the claims  7he line-by-line analysis of travel doc-
for meals by EBA employees were in violation of the State’s travel  uments resulted in 174 travel regula-

regulations. tion violations from fiscal year 2008 to
March fiscal year 2010.
Table 3
Educational Broadcasting Authority’s Instances of Incompliance With
State Travel Regulations FY08 — FY10
FY 2008 2009 2010 Total
Number % Number % Number % Number %

Meals 47 | 16.7 55| 11.0 33 9.8 135 | 12.1

Other 211 10.2 11 4.0 7 4.9 39| 6.2

Source: Legislative Auditor s analysis of travel documents provided by the Educational Broadcasting Authority

In addition to violating state travel regulations, the EBA may
not be complying with federal tax regulations. The Internal Revenue
Service requires an employer to report reimbursement of meals for
same-day travel as taxable income on employees’ W-2. Many of the
instances illustrated in Table 3 are either interpreted as, or described on
the reimbursement form as, compensation for meals occurring without an
overnight stay and/or within the employees’ tax home. The Legislative
Auditor requested all IRS-1099 forms for employees who received travel
reimbursement during calendar years 2007, 2008, and 2009 from the
EBA. Inresponse the Executive Director stated that:

EBA has not sent an IRS 1099 form to employees who have
b?en relm‘bursed for travel expenses. The expenses qr’e In addition to violating state travel
either business related or the expenses are “‘de minimis” regulations, the EBA may not be com-

as defined by the IRS code. plying with federal tax regulations.

It is the Legislative Auditor’s opinion that the EBA is not in
compliance with Publications 15, 463 and 17 of the Internal Revenue
Service and needs to report employee expense reimbursement for single
day travel as taxable income. IRS publication 17 describes travel expenses
that can be deducted. Under the Meals and Lodging section, these are
described as... “your lodging and meals if your business trip is overnight
or long enough that you need to stop for sleep or rest to properly perform
your duties.” Considering these criteria, meal reimbursement for single
day travel is subject to income tax withholding. Thus, the Legislative
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Auditor recommends that the Educational Broadcasting Authority review
meal expenditures to determine whether amended W2’s or 1099’s should
be issued to employees for the past three years.

Lack of transparency
The Government Accountability Office has stressed the necessity

oftransparent governing processes. The July 2007 Revision of Government
Auditing Standards states:

The principles of transparency and accountability for the
use of public resources are key to our nation's governing
processes.

The EBA’s use of the Friends and the Foundation bank accounts
prevent it from being totally transparent. Millions of dollars of the
agency’s expenses are paid for from these outside accounts without
oversight by the public, the Legislature, Purchasing Division, and State
Auditor’s Office. While the Legislative Auditor did not find any expenses
that seem fraudulent, some expenses such as those mentioned previously
would be prohibited due to state regulations.

TheEducational BroadcastingAuthority’s Fund-raising and
Administrative Support of the Two 501(c)(3) Organizations
Has Resulted in Several Unintended Consequences

As a result of the EBA providing administrative support for
the Friends and the Foundation, and being active in fund-raising, the
Legislative Auditor has identified three consequences that are most likely
unintended. The unintended consequences are as follows:

e The Legislative Auditor questions whether The Friends of West
Virginia Public Broadcasting, Inc. and The West Virginia Public
Broadcasting Foundation, Inc. are separate legal entities from the
Educational Broadcasting Authority.

e The Friends of West Virginia Public Broadcasting Inc. has a high
cost of fund-raising as a result of the use of state employees.

e The Educational Broadcasting Authority’s fund-raising
activities have resulted in mission creep.
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The Legislative Auditor questions whether The Friends of West
Virginia Public Broadcasting, Inc. and The West Virginia Public
Broadcasting Foundation, Inc. are separate legal entities from the
Educational Broadcasting Authority

The EBA is clearly intertwined with both the Friends and the
Foundation 501(c)(3) organizations by providing a large portion of
administrative support, and by conducting fund-raising for the two
entities. According to the Secretary of State, both the Friends and the
Foundation were incorporated as separate corporations from the state
agency. The EBA was asked for its interpretation of whether the Friends
and the Foundation are separate legal entities from the EBA since state
employees are providing support on state time. The Executive Director
responded by stating:

The Executive Director is not qualified to render a legal
opinion.

The EBA was additionally asked what legal advantages exist for
the EBA to use the Friends and the Foundation for fund-raising activities
as opposed to simply having the EBA accept all donations directly. The
Executive Director replied:

The Executive Director is not qualified to render a legal
opinion. Individual contributors donate funds to support
West Virginia Public Broadcasting in addition to the state
funds it receives.

However, the Executive Director did state that an advantage to
having funds deposited into the non-profit accounts rather than an account
with the State is:

Many grantors require the receiving organization be a
501c¢(3) entity. For example, the Neighborhood Investment
Program requires a 501¢(3) to participate.

The Legislative Auditor was trying to establish a legal need for
the separate non-profits. Specifically, would individuals still receive
tax deductions by donating to a state agency rather than a charitable
organization? According to the State Tax Department, individual donors
would still receive a charitable deduction by donating to the EBA. The

The EBA is clearly intertwined with
both the Friends and the Foundation
501(c)(3) organizations by providing
a large portion of administrative sup-
port, and by conducting fund-raising
for the two entities.
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Acting State Tax Commissioner stated:

The answer is yes as long as the contribution to the agency
is made solely for public purposes.

The full response from the Acting State Tax Commissioner is shown in
Appendix C.

Inaddition to questioning what the legal advantages are for creating
the non-profitorganizations, the Legislative Auditor also questions whether
the Friends and the Foundation are legal separate entities and subject to
the Open Meetings Act and the Freedom of Information Act since their
funding is raised with state resources, and administrative support is with
state resources. In a West Virginia Supreme Court of Appeals case, the
4-H Road Community Association filed a Freedom of Information Act
with the West Virginia University Foundation, Inc. The Supreme Court
of Appeals held that non-profit corporations formed by private citizens
pursuant to general corporate law for the purpose of assisting West
Virginia University through fund-raising was not a “public body” subject
to the Freedom of Information Act’s disclosure provisions. The Court’s
decision partially based its opinion on the following criteria:

It (the WV U Foundation) is not located on state property,
does not utilize state employees; ...

However, this is not the case with the Friends or the Foundation
since both entities use the physical address of a state agency, and both
entities use state employees for their operation. The EBA did not offer
a legal opinion as to whether the Friends or the Foundation were subject
to the Open Meetings Act and the Freedom of Information Act. The
Legislative Auditor finds that the Friends and the Foundation may be
subject to the Acts, since they are being operated by public employees.

The Friends of West Virginia Public Broadcasting Inc. Has a High
Cost of Fund-raising as a Result of the Use of State Employees

After further review of the independent audits performed on the
EBA and Affiliates (the Friends and the Foundation), the Legislative
Auditor found that the Friends account has experienced an extremely high
cost of fund-raising. The total costs to raise a dollar were $0.58 per
dollar for fiscal year 2008. In fiscal year 2007, the EBA implemented
a change in accounting policy to include the cost to publish Pubcaster.
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The total cost of the Pubcaster includes the cost of printing, postage and
related expenses paid by the Friends, and salary and benefits provided by
the State. If the cost of Pubcaster is added, then the cost of fund-raising
would increase to $0.65 per dollar raised for 2008 and $0.64 per dollar
raised for 2007.

Table 4 provides the fund-raising data and analysis. The total
expenses listed are combined with the actual costs to the Friends and IJ; the cost of 1; ubcaster is "Zld.ed’ then
to the EBA. The state expenses include salaries, benefits, etc. The the cost of fun “raising wousl increase

. ) . v - . to $0.65 per dollar raised for 2008 and
Friends expenses include “thank you” gifts, pledge drives, etc. Forfiscal g9 64 per dottar raised for 2007.
years 2002 through 2008, the Friends have seen decreased numbers of

contributors, decreased revenue, and increasing expenses.

Table 4
Friends Fund-raising Statistics FY02 - FY08
Costs Total
to EBA | Cost
per$ per $
FY | Contributors | Revenue | Expenses | Profit Margin | Raised | Raised
2002 19,471 $1,461,189 | $607,021 $857,168 $0.18 | $0.42
2003 18,228 $1,407,274 | $676,477 $730,797 $0.25 | $0.48
2004 17,944 $1,451,690 | $746,135 $705,555 $0.26 | $0.51
2005 17,118 $1,391,205 | $624,274 $766,931 $0.18 | $0.45
2006 16,059 $1,308,614 | $637,289 $671,325 $0.23 | $0.49
2007 15,882 $1,297,559 | $688,660 $608,899 $0.32 |1 $0.53
2008 15,571 $1,243,219 | $720,109 $523,110 $0.34 | $0.58
Source: WV Educational Broadeasting Authority and Affiliates Independent Audit, Fiscal years 2006, 2008

Charity Navigator, which is an independent charity evaluator,
evaluates the financial health of over 5,000 charities. It stated that public
broadcasting and media charities have a higher median fund-raising
efficiency of $0.20 compared to the average non-public broadcasting
charities of $0.11. Fund-raising efficiency is the cost to raise $1.00. The
higher cost for public broadcasting charities is related to the expensive
air time and a higher investment in their fund-raising efforts. The costs

Performance Evaluation & Research Division | pg. 25



to the Friends exceed this $0.20 median dramatically. Charity Navigator
did not specifically review the West Virginia Educational Broadcasting
Authority, the Friends, or the Foundation.

The Educational Broadcasting Authority’s Fund-raising Activities
Are an Example of Mission Creep

The Legislative Auditor finds that the mission of the EBA has
expanded beyond its statutory authority to include matters, such as fund-
raising, that are not explicitly specified in statute. The EBA’s enabling
statute does not grant authority for the EBA to solicit funds. WVC §10-
5-4 authorizes the EBA to “apply for and receive” donations, but does not
authorize soliciting funds. “Apply for” is understood to mean applying
for grants, since generally organizations do not apply for donations or
gifts. However, the EBA currently places a significant importance on
soliciting funds. The importance of soliciting is reflected by its activities
with the Friends and the Foundation, but is also reflected in some of the
EBA’s statements to the Legislative Auditor. For example, the Executive
Director emphasized the agency’s importance of fund-raising by the
following statement:

For public television, attracting new users of content is
important, but it is also important to turn users of the
content into contributing members of the station... The
result of gaining a larger audience share is to increase
the number of contributors in that small percentage of
viewers that regularly contribute and become engaged
with public media.

Additionally, an EBA representative stated in reference to
obtaining the needs of EBA users:

Aside from the direct contact with viewers and listeners,
membership campaigns are a vital method of gauging
successful programming.

Finally, the EBA was asked for its performance measures. It
included fund-raising as one of its five measures, as shown in Appendix
D. The measure appears as follows:

The amount of private support for the organization as
measured by:

Educational Broadcasting Authority

Charity Navigator stated that pub-
lic broadcasting and media charities
have a higher median fund-raising ef-
ficiency of $0.20 compared to the av-
erage non-public broadcasting chari-
ties of $0.11.

The importance of soliciting is reflect-
ed by its activities with the Friends and
the Foundation, but is also reflected
in some of the EBA’s statements to the
Legislative Auditor.
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a. Number of individual donors
Number of community sponsors

c. Amount of private funding raised through
donors and sponsors.

The Educational Broadcasting Authority Has Begun to
Address the Issues Raised by the Legislative Auditor

On June 2, 2010, the EBA’s Board of Directors addressed some
of the issues in the Legislative Auditor’s report by passing a resolution
to begin a separation process from the Foundation. The relationship
between the Friends and the EBA was not addressed. The Board voted
to

e deposit proceeds from underwriting contracts into the EBA's
“other revenue” accounts rather than the Foundation accounts,

e prohibit EBA employees from writing checks from the
Foundation’s checking accounts,

e implement a consulting and agreement procedure whereby the
Executive Director of the EBA may submit to the Foundation a list
of budgetary items that the Foundation may choose to support,

e require the Executive Director of the EBA or designee enter
into future contracts that were previously agreements of the
Foundation, and

e keep the Mountain Stage production’s checking accounts,
contracts, and non-state funded activities with the Foundation,
and EBA employees will have the authority to draw funds from
the Foundation’ Mountain Stage checking account.

Conclusion

The Educational Broadcasting Authority is clearly intertwined
with the Friends of West Virginia Public Broadcasting, Inc., and the West
Virginia Public Broadcasting Foundation, Inc. The Legislative Auditor
finds that the EBA, the Friends, and the Foundation should operate as
complete and separate entities with clearly defined and disconnected
missions and financial accounts to protect the financial rights of
the State and persons affected by the agency’s activities. Current
operations do not clearly define the individual entities since all have the
same address, EBA employees provide administrative support for all three
entities, EBA employees participate in fund-raising for all three entities,

The Legislative Auditor finds that the
EBA, the Friends, and the Founda-
tion should operate as complete and
separate entities with clearly defined
and disconnected missions and finan-
cial accounts to protect the financial
rights of the State and persons affect-
ed by the agency’s activities.
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and EBA employees pay for expenses from accounts of all three entities.
This causes the EBA’s operations to not be completely transparent to the
Legislature and to the public. In order to be separate from the Friends

and the Foundation, the EBA needs to do the following:

Recommendations

1. The Legislative Auditor recommends that the Educational
Broadcasting Authority, The Friends of Public Broadcasting, Inc., and the
West Virginia Public Broadcasting Foundation, Inc., operate as complete
and separate entities with clearly defined and disconnected missions and
financial accounts to protect the financial rights of the State and persons
affected by the agencys activities. The Educational Broadcasting
Authority should follow the six recommended items listed below in order
to ensure proper separation from the two non-profit corporations:

a. The EBA should discontinue providing administrative
support for the Friends and the Foundation.
b. The EBA should discontinue allowing its offices to be used

as an address for the Friends and the Foundation.

c. The EBA should discontinue directly paying for its expenses
from the Friends and the Foundation bank accounts. Any
moneys that the Friends or the Foundation wishes to provide
the EBA should be donated to the EBA.

d. The EBA should discontinue all fund-raising or soliciting
activity by its employees.

e. The EBA should follow Division of Purchasing regulations
for all commodities and services that it procures.

f. The EBA should follow state travel regulations for
reimbursing its employees for travel.

2. The Legislative Auditor recommends that the Educational
Broadcasting Authority review meal expenditures to determine whether
amended W2's or 1099’s should be issued to Educational Broadcasting
Authority employees.
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Issue 2

The Educational Broadcasting Authority Should Improve
the Level and the Quality of Its Management Information
In Order to Determine the Public’s Needs.

Issue Summary

The EBA has not conducted annual surveys as recommended
in the Legislative Auditor’s report released in September 2001. The
agency has cited excessive costs as reasoning for not conducting annual
surveys. Furthermore, the EBA has relied on reactive feedback instead
of proactively seeking information from users and non-users. Currently,
the EBA collects management information to assist the agency in making
service and programming decisions. However, the Legislative Auditor
opines that the information is initiated by users, is non-aggregated, and
provides a limited view of the total population. The Legislative Auditor
recommends the EBA become more proactive in obtaining management
information, conduct needs assessment to determine what gaps need to be
filled, conduct utilization assessment surveys of its educational services
and other programming, determine the reasons that non-users do not use
its services, and establish benchmarks for its performance measures.

The Educational Broadcasting Authority Has Not
Conducted Annual Surveys as Recommended in the
Legislative Auditor’s Report From September 2001

In September 2001, the Legislative Auditor issued a report
on the EBA that identified it did not adequately assess the usage of its
programs within the preschool, primary or secondary classrooms to
determine the programs’ strengths and weaknesses, nor determine where
the programs stand compared to commercial programs. The Legislative
Auditor recommended that the EBA perform annual or biennial
statewide surveys and explore other utilization assessment methods. The
Legislative Auditor found that the EBA has not conducted surveys as
recommended. Staff from the EBA stated that:

The EBA did explore this recommendation thoroughly
and decided against implementing additional surveys
for these reasons: The annual cost of the instructional

The Legislative Auditor recommended
that the EBA perform annual or bien-
nial statewide surveys and explore
other utilization assessment methods.
The Legislative Auditor found that
the EBA has not conducted surveys as
recommended.
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programming is approximately $17,000. To conduct a
statistically valid survey would require $18,000 - $20,000
each time, more than the cost to provide the programming.

(emphasis added)

As a result of this statement, the Legislative Auditor requested
that the EBA provide a breakdown of how the $18,000 - $20,000 figure
was estimated. The Executive Director of the EBA responded with an
estimated cost of $18,740 for a survey of approximately 20,000 West
Virginia K-12 teachers. This methodology appears to include sending
a paper copy of a survey to all 20,000 teachers, and includes a self-
addressed stamped envelope. The breakdown of the estimated costs is
shown in Table 5.

Table 5

The EBA’s Estimated Costs for an In-House Survey of
West Virginia K-12 Teachers

Item Cost
Staff time $840
Printing and mail preparation $3,500
Bulk rate mailing of survey $6,400
Return envelope postage $8,000
Total $18,740
Source: Educational Broadcasting Authority

The EBA’s explanation for the high cost is based on an ill-informed
understanding of a statistically valid survey, which does not consist of
surveying 100 percent of the population. While the Legislative Auditor
agrees with the EBA for not conducting an annual survey with estimated
costs of $18,740 for a $17,000 program, statistically valid surveys can
be conducted for much lower costs. For a survey with a population of
20,000 individuals, the number of teachers necessary for a statistically
valid survey is as follows:

e 90 percent confidence level - 267 teachers
e 95 percent confidence level - 377 teachers
e 99 percent confidence level - 643 teachers

Using the EBA’s estimated survey cost calculations, it would cost

approximately $.90 for each survey. It must be noted that the Legislative
Auditor did not include the $840 staff time costs in the per survey
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calculation since these costs are fixed, and are paid whether or not the
staff are preparing a survey or working on other tasks. The estimated
costs for surveying 643 teachers with a 99 percent confidence level would
be $578.70. The breakdown of the estimated costs is shown in Table 6.

Table 6
Estimated Costs for a Statistically Valid In-House
Survey of 643 West Virginia K-12 Teachers
Item Cost

Printing and mail preparation $115.74
Bulk rate mailing of survey $205.76
Return envelope postage $257.20
Total $578.70
Source: Legislative Auditor’s analysis of the Educational Broadcasting Authority s
estimated survey costs

The EBA did not appear to take into consideration other survey
methodologies in order to lower its costs for conducting a survey, such as
using a fax machine rather than the postal service, bulk mailing survey
copies to county coordinators or each school rather than each teacher, or
directing teachers to a website with survey questions. Notably the EBA
did not appear to take into consideration the use of online survey tools
that would allow for large surveys at a minimal cost. Additionally, online
survey tools can be used for other surveys in order for the EBA to gain
better management information for other programming efforts.

The Majority of the Educational Broadcasting Authority’s
Management Information Is Obtained Reactively rather
than Proactively

In addition to previous audit findings in 2001, the Legislative
Auditor has found an overall lack of proactive management information
and needs assessments conducted by the EBA. Additional methods
of utilization assessment have been minimally performed to enhance
management information to the EBA. In correspondence with the EBA
regarding the agencies management information, a representative stated:

Internet surveys, direct feedback from teachers, day care

The EBA did not appear to take into
consideration other survey method-
ologies in order to lower its costs for
conducting a survey, such as bulk
mail or using Internet surveys.

In addition to previous audit findings
in 2001, the Legislative Auditor has
found an overall lack of proactive
management information and needs
assessments conducted by the EBA.
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providers, and the Department of Education, pledge
results, surveys of membership, professional workshops
offered by PBS/NPR organizations, direct contact with
viewers, and Nielsen/Arbitron ratings surveys have all
been used to provide direction to the programs offered on
WV PBS and WV PR.

Other examples of the EBA’s methods of obtaining management
information include:

comments on the agency’s Facebook and Youtube pages,
e-mails from the agency’s website,

a toll-free telephone number with an answering service
donor questionnaires to collect demographics and feedback,
and

e pledge drives.

The Legislative Auditor requested documentation in support of
the EBA’s statement, and other examples of feedback. Included in the
response were copies of evaluations by Teacherline and Ready To Learn
workshop attendees that are submitted after the program is completed,
copies of greeting cards, drawings, and copies of donor comment forms.
Examples of the greeting cards and drawings are included in Appendix
E. The Legislative Auditor assumes that these cards and drawings were
unsolicited. The response also included solicited surveys from educators
who use Chalkwaves, an educational program offered to school systems
by the EBA. Notably, the EBA did not provide any results of Internet
surveys it said it conducted.

The Legislative Auditor acknowledges that the EBA has developed
some management information, which may provide limited assistance to
the agency in making service and programming decisions. However, the
EBA’sresponse shows several deficiencies in its management information,
such as,

1. Much of the feedback is initiated by the users of the EBA’s services
rather than the EBA being proactive in obtaining it.

2. The data are not in an aggregated format, and was simply provided in
piecemeal.

3. Feedback was limited to actual users and/or donors of the agency’s
services, and the feedback only displayed a positive view of
programming provided by the EBA.
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Suggestions for Improving the EBA’s Management
Information

The Legislative Auditor maintains that if the EBA improves the
types of management information that it receives, and modifies how
the information is obtained or compiled then the EBA can improve its
decision making. Thus, several suggestions are offered for improving the
agency’s management information. Overall, these suggestions require
the EBA to become more proactive in collecting management information
rather than relying on individuals to initiate contact.

Conduct Needs Assessments — The EBA should determine what gaps
need to be filled between current and desired/needed products. For
example, the EBA has expressed interest in expanding television news
service, and is in the discussion stages of producing a 10 p.m. state-wide
nightly news broadcast, as well as hourly news updates. The director
estimated a nightly news broadcast would cost $2 million annually, with
start-up costs of $300,000. But, the EBA has not conducted market
research to determine if there is a demand for these services. The
Executive Director of the EBA stated that:

...in the commercial broadcast industry 40% of a stations
revenue comes from news broadcast. News is a very
sellable commodity and will generate underwriters
(advertisers)...

While this may be true, citizens of the state have several options
for news, and the EBA should not make this kind of investment without
determining ifthere is a void for statewide news before allocating resources
to this venture. Additionally, if a needs assessment was conducted, and
it was determined that there is a void for statewide news, then the EBA
could use that data to attract underwriters.

Conduct Surveys - As recommended in 2001, the EBA should conduct
surveys to assist in determining utilization of its educational services.
Surveys could also be utilized in assessing its broadcasting as well. The
Executive Director of the EBA stated that surveys would be beneficial to
the agency, although funding may be an issue until the digital transition
is complete. In the meantime, the EBA should consider cost-saving
alternatives such as using online survey tools.

The EBA should determine what gaps
need to be filled between current and
desired/needed products.

As recommended in 2001, the EBA
should conduct surveys to assist in
determining utilization of its educa-
tional services. Surveys could also be
utilized in assessing its broadcasting
as well.
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Evaluate Non-users — Currently, the feedback that the EBA receives is
generally fromusers of its content. While the agency makes itselfavailable
to non-users by advertising its telephone numbers, email addresses and
such, it does not make an effort to determine why individuals and school
systems do not watch, listen to, or utilize its products. An example
is the EBA’s Chalkwaves program that is offered to school systems.
Chalkwaves is a media server with video content that is accessed from a
schools internal network. It doesn’t require an active broadband internet
connection. In 2009, only 7.6 percent of K-12 students attended schools
that subscribed to Chalkwaves. The EBA has surveyed some of the
schools that subscribe to Chalkwaves, but has not conducted any studies
or surveys to determine why schools have not subscribed to Chalkwaves
or whether those schools are using a similar, competing product. Thus,
evaluating non-users could determine what needs the agency can fill, and
also where it can focus its resources. Suggestions for evaluating non-
users include surveys, and also focus groups of non-users.

Include Benchmarks on Its Performance Measures — The EBA
provided the Legislative Auditor with the agency’s performance measures
(Appendix D). The performance measures do not include benchmarks
for determining whether the agency is meeting its performance goals.
For example, one performance measure is:

The number of students taking advantage of instructional media
as measured by:

a. The number of classrooms viewing instructional
media for K — 12 college telecourses
b. The number of callers to Homework Hotline

The old business adage applies in this case, “If you can’t measure
it, you can’t manage it or improve it.” Thus, the Legislative Auditor
recommends that the EBA establish benchmarks in its performance
measures in order to determine whether it is meeting its performance
goals.

Additionally, the EBA should compile data in an aggregated
format which is summarized for management in order to review data over
a period of time, rather than just responding and reading feedback on
an individual basis. Improving in all these areas should assist the EBA
with the management information that it has at its disposal, and should
assist in making prudent decisions about its programming. Furthermore,

Educational Broadcasting Authority

Evaluating non-users could determine
what needs the agency can fill and also
where it can focus its resources.

The Legislative Auditor recommends
that the EBA establish benchmarks
in its performance measures and
compile data in an aggregated format
to assist the EBA with management
information.
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improved management information may enable the agency to make
decisions that will increase the number of users and the quality of its
services.

Conclusion

The Legislative Auditor has identified several areas where the
EBA can improve its utilization of management information. Currently,
the majority of the EBA’s management information is gained by user
initiated feedback rather than the agency being proactive in obtaining
it. Improved management information will provide the EBA with the
management information that may assist it in determining areas where
it can improve, what programs and services are needed in order for it
to fulfill its mission, whether the users of its services are increasing or
declining, and where to allocate its resources.

Recommendations

3. The Legislative Auditor recommends that the Educational
Broadcasting Authority should become more proactive rather than
reactive in obtaining management information from users and non-users

of its services.

4. The Legislative Auditor recommends that the Educational
Broadcasting Authority conduct needs assessment to determine what
gaps need to be filled between current and desired/needed products.

5. The Legislative Auditor recommends that the Educational
Broadcasting Authority conduct utilization assessment surveys of its
educational services, and other programming. Cost effective options
such as internet survey tools should be an option.

6. The Legislative Auditor recommends that the Educational
Broadcasting Authority determine the reasons that non-users do not use
its services by options such as surveying or conducting focus groups.

7. The Legislative Auditor recommends that the Educational
Broadcasting Authority establish benchmarks for its performance
measures.

Performance Evaluation & Research Division
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Appendix A:  Transmittal Letter

WEST VIRGINIA LEGISLATURE

Performance Evaluation and Research Division

Building 1, Room W-314 . John Sylvia
1900 Kanawha Boulevard, East 5

Charleston, West Virginia 25305-0610
(304) 347-4890

(304) 347-4939 FAX

Director

May 27, 2010

Dennis Adkins, Executive Director
West Virginia Public Broadcasting
600 Capitol Street

Charleston, WV 25301

Dear Director Adkins:

This is to transmit a draft copy of the Performance Review of the Educational
Broadcasting Authority. This report is scheduled to be presented during the June 7-9, 2010
interim meeting of the Joint Committee on Government Operations and the Joint Committee on
Government Organization. We will inform you of the exact time and location once the
information becomes available. It is expected that a representative from your agency be present
at the meeting to orally respond to the report and answer any questions the committees may
have.

We need to schedule an exit conference to discuss any concerns you may have with the
report. We would like to have the meeting by Wednesday, June 2, 2010. Please notify us to
schedule an exact time. In addition, we need your written response by noon on Friday, June 4,
2010 in order for it to be included in the final report. If your agency intends to distribute
additional material to committee members at the meeting, please contact the House Government
Organization staff at (304) 340-3192 by Thursday, June 3, 2010 to make arrangements.

We request that your personnel not disclose the report to anyone not affiliated with your
agency. Thank you for your cooperation.

Sincerely,

D
John Sylvia

Joint Commitiee on Government and Finance

Enclosure

¢: Kay Goodwin, Cabinet Secretary
Department of Education and the Arts
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Travel Reimbursement Analysis

Appendix B
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Appendix C:

Explanation of Charitable Deductions from State Tax Department

STATE OF WEST VIRGINIA
Department of Revenue
State Tax Department
Joe Manchin ITI Craig A. Griffith
Gaovernor Acting State Tax Commissioner
APl &1 €010 PERFORMANCE EVALUATION
Mr. John Sylvia APR 28 210

Building 2, Room W-314
1900 Kanawha Boulevard East

Charleston, WV 25305-0610

AND RESEARCH DIVISION

Dear Mr. Sylvia,

This is in response to your letter to Secretary Helton dated April 22, 2010
regarding donations to state agencies. Secretary Helton referred the matter to me and
asked that | provide a response. Specifically, you ask: “If an individual or corporation
chose to donate funds to a state agency such as the Educational Broadcasting Authority,
would said donator still qualify for a federal tax deduction that would be similar or the
same as if they had donated to a 501(c)(3) organization?”

The answer is yes as long as the contribution to the agency is made solely for
public purposes.

| have enclosed a copy of IRS Publication 526 for your convenience. Page 2 of
this document states that “You can deduct your contributions only if you make them to a
qualified organization. To become a qualified organization, most organizations other
than churches and governments, as described below, must apply to the IRS.”

The document states the following under “Types of Qualified Organizations”:

Generally, only the five following types of organizations can be qualified
organizations.

1. A community chest, corporation, trust, fund, or foundation
organized or created in or under the laws of the United States, any state,
the District of Columbia, or any possession of the United States (including
Puerto Rico). It must be organized and operated only for one or more of
the following purposes.

Religious.

Charitable.

Educational.

Scientific.

Literary.

The prevention of cruelty to children or animals.

~oQo0oTw®

Certain organizations that foster national or international amateur sports
competition also qualify.

TAX COMMISSIONER'S OFFICE
1001 LEE STREET, EAST, P.O. BOX 11771, CHARLESTON, WV 25339-1771
TELEPHONE (304) 558-0751
FAX (304) 555.3999

Performance Evaluation & Research Division
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War veterans' organizations, including posts, auxiliaries, trusts, or
foundations, organized in the United States or any of its possessions.
Domestic fraternal societies, orders, and associations operating under the
lodge system.

Note. Your contribution to this type of organization is deductible only if it
is to be used solely for charitable, religious, scientific, literary, or
educational purposes, or for the prevention of cruelty to children or
animals.

Certain nonprofit cemetery companies or corporations.

Note. Your contribution to this type of organization is not deductible if it
can be used for the care of a specific lot or mausoleum crypt.

The United States or any state, the District of Columbia, a U.S.
possession (including Puerto Rico), a political subdivision of a state or
U.S. possession, or an Indian tribal government or any of its subdivisions
that perform substantial government functions.

Note. To be deductible, your contribution to this type of organization must
be made solely for public purposes.

Emphasis added.

Educational Broadcasting Authority

A state agency is a political subdivision of a state and, as long as the donation is

solely for public purposes, the contribution should be deductible as a charitable
contribution.

Should you have any additional questions, please feel free to contact me at (304)

558-0751.

S nF'erel i

Craig A. Griffith
Acting Tax Commissioner

cc: Virgil T. Helton
Cabinet Secretary
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Appendix D:  EBA Performance Measures

W WEST VIRGINIA

PUBLIC BROADCASTING

August 17, 2009

Mr. Denny Rhodes, Research Manager
Bldg 1 Room W-314

1900 Kanawha Blvd E

Charleston WV 25305

Dear Mr. Rhodes:

Per your letter of August 13, 2009, | have provided you with performance measures for the Educational
Broadcasting Authority.
1. The number of students taking advantage of instructional media as measured by:
a. The number of classrooms viewing instructional television for K-12 or college telecourses
b. The number of callers to Homework Hotline

2. The depth of the Ready To Learn service's Raising Readers initiative in at-risk counties, specifically
McDowell and Clay counties. This is measured mostly through anecdotal evidence, but includes:

a. The level of improvement before and after specific programs are implemented (such as a Super
Why reading camp)

b. Community involvement in offered initiatives (such as a Literacy Fair)
c. Adult “buy-in” (particularly parents) into “Anytime is Learning Time.”

3. The amount of time users spend interacting with our Web site services such as streaming, news story
downloads, and social media

4. The amount of private support for the organization as measured by:
a. Number of individual donors
b. Number of community sponsors
c. Amount of private funding raised through donors and sponsors
5. Local programs that are self-supporting and meet the organization’s mission:
a. News and Public Affairs — multi-platform, timely, accurate

b. Classical Music — the only radio station offering daily, locally programmed productions, Classically
Speaking Blog

¢. Mountain Stage — West Virginia's cultural ambassador to the world
Please let me know if you need further information.

Sincerely,
« Do L Ga2
. e R P

Dennis Adkins
Executive Director

600 Capitol Street  Charleston, WV 25301 (304) 556-4900  (304) 556-4980 Fax

Performance Evaluation & Research Division

pg. 43



Educational Broadcasting Authority

pg. 44 | WestVirginia Legislative Auditor




June 2010

Performance Review

Appendix E:  Examples of Greeting Cards and Drawings
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Dearnebbic and Karem,

Another successful event! Thank you somuch 1 for hc:épﬁé the Yo uth Museum Kick
off our summer Learning programs by bringfng curiows george to reckley,

Themedia coverage we recelved, locally was wonderful. curtous made both the
stx o'clock and the eleven oclock news with Lfmgth@ spots.

1t s collaborative ¢fforts suchas this that smable the Youth Musewm to build
owr capaciy to addiress the Literagy needs of owr under-served rural audience.

we are looking forward, toworking together on the kick of ffor ralelgh county
read-Aloud and then the Electric compary's presgntation on sugust &th.

QM WLETL 010C v T9Rd
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Appendix F:  Agency Response

PUBLIC BROADCASTING PERFORMANCE EVALUATION

\V WEST VIRGINIA"

JUN 4 2010

AND RESEARCH DIVISION

Junc 4, 2010

John Sylvia, Director

Performance Evaluation and Research Division
Building 1, Room W-314

1900 Kanawha Boulevard, East

Charleston, WV 25305

Dear Mr. Sylvia:

The Educational Broadcasting Authority (EBA) has received and reviewed its Performance Review from the
Performance Evaluation and Research Division.

The auditors outlined several areas of improvement under two issues and the EBA recognizes and acknowledges
the need to make appropriate procedural and policy changes to bring about those improvements. The EBA will
incorporate the auditor’s suggestions as expeditiously and effectively as possible within available resources.

We acknowledge that the Legislative Auditor makes these specific recommendations:

1. ...that the Educational Broadcasting Authority, The Friends of Public Broadcasting, Inc., and the West
Virginia Public Broadcasting Foundation, Inc., operate as complete and separate entities with clearly
defined and disconnected missions and financial accounts to protect the financial rights of the State and
persons affected by the agency's activities. The Educational Broadcasting Authority should follow the six
recommended items listed below in order to ensure proper separation from the two non-profit
corporations:

a. The EBA should discontinue providing administrative support for the Friends and the Foundation.

The EBA is seeking an Advisory Opinion from the West Virginia Ethics Commission regarding the
state law (6B-2-5(c)) that prohibits public officials and employees from soliciting gifts unless they are
charitable in nature or have a specifically defined public purpose and resultant public benefit.

b.  The EBA should discontinue allowing its offices to be used as an address for the Friends and
Foundation.

The EBA will explore options for implementing this recommendation.

c.  The EBA should discontinue paying for its expenses from the Friends and the Foundation bank
accounts. Any moneys that the Friends or the Foundation wishes to provide the EBA should be
donated to the EBA.

At its June meeting, the EBA enacted a resolution which addressed part of this concern in that all
money in the Foundation, except for those required for Mountain Stage expenses, will be deposited in a
state special revenue account. Additional steps toward this end will be taken as existing contracts
expire and new ones are drawn up.

Personal Growth | Civic Responsibility | Lifelong Discovery

Performance Evaluation & Research Division

pg. 53



Educational Broadcasting Authority

Page2of3

d.  The EBA should discontinue all fundraising or soliciting activity by its employees.

Since 39% of the EBA budget is comprised of dollars raised through fundraising activity, some time
and resource re-direction will be needed to implement this recommendation. The Advisory Opinion
being sought from the WV Ethics Commission will also further inform the necessary actions for how
the agency should proceed.

e.  The EBA should follow Division of Purchasing regulations for all commodities and services that it
procures.

The EBA is now in compliance with Division of Purchasing regulations and will exercise due diligence
to do so in the future.

S The EBA should follow state travel regulations for reimbursing its employees for travel.

The EBA is in compliance with state travel regulations and will exercise due diligence to do so in the
future.

2. The Legislative Auditor recommends that the Educational Broadcasting Authority review meal
expenditures to determine whether amended W2's or 1099's should be issued to Educational Broadcasting
Authority employees.

The EBA has reviewed past meal expenditures and will review future meal expenditures and make the
appropriate determination.

3. The Legislative Auditor recommends that the Educational Broadcasting Authority should become more
proactive rather than reactive in obtaining management information from users and non-users of its
services.

The EBA agrees with this recommendation.

4. The Legislative Auditor recommends that the Educational Broadcasting Authority conduct needs
assessmenis to determine what gaps need to be filled between current and desired/needed products.

The EBA agrees with this recommendation.

3. The Legislative Auditor recommends that the Educational Broadcasting Authority conduct utilization
assessment surveys of its educational services, and other programming. Cost effective options such as
internet survey tools should be an option.

The EBA agrees with this recommendation.

6. The Legislative Auditor recommends that the Educational Broadcasting Authority determine the reasons
that non-users to not use its services by options such as surveying or conducting focus groups.

The EBA agrees with this recommendation.

600 Capitol Street  Charleston, WV 25301 (304) 556-4900  (304) 556-4980 Fax

T
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7. The Legislative Auditor recommends that the Educational Broadcasting Authority establish benchmarks for
its performance measures.

The EBA agrees with this recommendation.
Respectfully submitted,
4 (

Dennis Adkins
Executive Director

600 Capitol Street ~ Charleston, WV 25301 (304) 556-4900  (304) 556-4980 Fax
\‘ ’ ,' w i
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