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This cover memorandum serves as an overview of the more detailed memorandum attached. All
of the possible action plans that follow require School Board approval.

I. THE SCHOOL BOARD'S ASSETS
o WLRN Radio station: fair market value to be determined
o WLRN TV station: fair market value to be determined
o Numerous Educational Broadband Services (EBS) Licenses used for distance learning

and broadband services
e 2016-20'17 Florida Department of Education (FDOE) Television Community Service

Grant (CSG): $1,994,209
o 2008 - June 30,2017 Clearwire Lease for EBS excess spectrum capacity:

$54,600,000
o June 30, 2017 - July 1 , 2038 Cleanvire Lease: $165,300,000o The School Board may direct these proceeds to its general fund

II. THE CPB OFFICE OF INSPECTOR GENERAL'S AUDIT
o Friends Chief Financial Officer (CFO) provided erroneous information to WLRN during

the preparation of WLRN's Annual Financial Report (AFR) from 2008-2016. Friends
financial data must be submitted to the Corporation for Public Broadcasting (CPB) in
order for WLRN to obtain its CSG funding

o Since then, Friends has failed to provide necessary corrections, failed to provide its
certified financial statements, and delayed the completion of wLRN's AFR for Fiscal
Year 2017 despite multiple requests

o As a result, the CPB Office of Inspector General (OlG) notified WLRN of its intent to
audit WLRN

. The School Board Attorney's Office (SBAO) obtained written assurances that Friends
will be financially responsible for all penalties levied by the CpBo In order to mitigate penalties, the cPB has approved an M-Dcps request to allow it to
submit a partial audit without Friends financial data until such time as M-DCpS
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receives the financial numbers from Friends. lt is important to note, editorial or
programming independence of WLRN will not be subject to the CPB audit

. Should WLRN's funding be affected as a result of Friends' non-compliance, the SBAO
will seek indemnification from Friends

III. THE SCHOOL BOARD'S POTENTIAL LEGAL OPTIONS
No operating agreement between Friends and the School Board has been finalized. Moving
forward, the School Board could consider the following four options, which are described below:

A. Revisinq the Current Ananoement
o Key management positions at WLRN would be M-DCPS employees and report to the

station manager only
. SFPM and Friends, as fundraiser only, would operate separately but will both be

required to provide WLRN with Federal Tax Retums
o M-DCPS would be responsible for safeguarding the confidentiality of donor lists
o The School Board would retain the EBS licenses and revenue

B. Endino the Relationshio with Friends and/or SFPM
o The School Board would be required to remove SFPM and/or Friends from both the

property and the aiMaves
. The School Board would be required to have in place alternative methods to obtain

funds and personnel in order to continue broadcasting
. Friends should re-assign its EBS license back to the School Board or a successor

entity that raises funds for the station
o lf Friends fails to comply, this option could require litigation

C. Enter into a Manaoement Aqreement with Another Nonprofit Entitv
. A nonprofit entity would run the station and hire employees while the Board oversees

the nonprofit entity and retains the license
. All individuals employed by the entity would report directly to the station manager, who

is a Board employee
o M-DCPS would retain its responsibilities to the FCC and the CPB

D. Sale of WLRN
o Should M-DCPS wish to explore this altemative, M-DCPS would need to receive

School Board authorization to move forward
. Friends likely will not be able to establish a competing station
o Friends would not receive oreference
. M-DCPS would obtain fair market value evaluations of the licenses and physical plant

associated with WLRN
o The School Board can retain the EBS licenses and revenue to support educational

programs

All of the above options require Board approval and action. Please see the full memorandum
below for a more detailed discussion of the issues and options.
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owned stations and that such EBS license and its associated lease were held by
Friends in trust for M-DCPS. Accordingly, upon sale of the stations by M-DCps, Friendi
would need to assign them over and return to the station any unspent proceeds
generated by the lease. All other funds held by Friends would remain with Friends to be
used to fund the operations of the WLRN stations following sale.

In deciding the best action for the school Board to take, there are several points to
consider.

1. Agreements frequently take a while to achieve. The undertaking of the formal
process, however, helps to mitigate fines and penalties assessed by the CpB.

2. Formal recognition by Friends that confidential donor lists are undei the control of
M-DcPs would reduce the potential for a fine based on this issue, which is why it
was included under every option available to the school Board. The same is true
for certified financial statements. Friends must agree to provide it in order to
mitigate the size of penalties.

3. Potential failure of management to spot inegularities over time may be a factor in
the size of fines and penalties under the cunent cpB Audit. Adoption of specific
measures to ensure that management is in a position and has the tools to revrew
and spot future irregularities and prevent a recurrence of this problem may help
to mitigate the size of fines and penalties.

4. A valuable asset of M-DCPS was given to Friends in trust to raise funds for
wLRN. Friend's Articles require its return to M-Dcps upon dissolution of
Friends. lt is important that these be returned to M-DCps now, or that there be a
formal acknowledgement that it will be returned to the station if the stations are
ev_er sold to a third party, if operations were ever handed over to a third party, or
if Friends were to cease funding WLRN.

5. In order to ensure editorial integrity by whatever entity ultimately programs or
produces programming for wLRN, it is imperative for the licensee to ensure that
all programming decisions are subject to a common and rigorous Editorial
Integrity Policy and Code of Ethics.

tv. coNclustoN

. Notwllhstanding the alternatives available, the District's efforts to rectify pending
issues with Friends over the years, and most recenfly with SFpM, including the attempts
to reach an agreement, should be shared with the cpB olG in order tJ mitigare any
finding or allegations against the District of mismanagement. These efforts ha-'ve oeen
documented in the form of various communications and agreement drafts.

our office looks forurard to receiving direction from the school Board in light of
the options presented. lf you have any questions in the interim, please do not hesitate to
contact me.
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