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CITY OF GRAND RAPRPIDS

DATE: December 28, 2020
TO: Max Frantz, Comptroller
Ruth Lueders, Deputy City Comptroller
FROM: Erica Bills, Internal Auditor
SUBJECT: Audit & analysis of funds disbursed to the Grand Rapids Community

Media Center.

Obijective: This report contains a detailed analysis of the franchise fees and equipment
reimbursements disbursed by the City to the Grand Rapids Community Media Center (GRCMC
or Media Center). To determine the funds disbursed to the GRCMC are utilized in accordance
with the contractual agreements.

Scope & Methodology: Obtained disbursements and supporting documentation from the City’s
financial system. Met with Executive Director and Board Members of the GRCMC to discuss
review process and requested financial information including general operational information,
bank statements, reconciliations, equipment grant requests, and transaction details. Reviewed
processes, traced funds disbursed by the City to GRCMC accounts, analyzed supporting
invoices and/or documentation for select transactions for the period of July 1, 2016 to June 30,
2020. Reviewed contractual agreements, verified funds disbursed were accounted for correctly
and utilized in accordance with the contractual agreements between the City and GRCMC.

Background: The Media Center provides multimedia assistance to organizations in and around
the Grand Rapids, Michigan area. Outlets include GRTV, WYCE Radio, Wealthy Theatre, The
Rapidian, and more. As the City has multiple public, educational, and governmental access
cable channels, and to provide support for the operations of these channels, the City has entered
into an agreement with the GRCMC who operates two of the City’s channels. On January 1,
2015, the City and GRCMC entered into an agreement to disburse a portion of revenues
collected from franchise fees on local cable television and video service providers to the media
center for operation of the City's channels. This agreement was automatically renewed on
December 31, 2017 for three (3) years and is expected to automatically renew again on
December 31, 2020 for three (3) years. A second agreement was entered into on October 17,
2019 to address funding for capital equipment and facilities. Per the agreement, the City will
reimburse the GRCMC for the purchase of cable programming related equipment up to the
annual budgeted appropriation established by the City Commission. GRCMC will submit
invoices and supporting documentation along with a formal request to the City for
reimbursement. This agreement is in effect for a period of three (3) years.



Background (continued):

Recently, questions have come to light regarding the GRCMC and its operations. As a result, a
request was made by City Management to review the funds disbursed to the GRCMC and to
ensure the funds being disbursed were utilized in accordance to the agreements. Below are the
findings based on the audit and scope.

Findings:

1. Internal Controls

The Media Center has established various processes for processing cash receipts, accounts
payable, and equipment purchases.

a. Cash Receipts — All receipts are logged under dual control and turned over to finance
department. Monthly a designated Manager/Director (separate from Finance
Department) will open the bank statements and compare to the receipt log & deposit
slips; they will then initial the statements and provide to Finance Department and one
other Manager/Director for review and reconciliation. Initials are provided upon
completion for a total of three (3) different sets of initials.

i. All bank statements, reconciliations reviewed by Internal Auditor contained
three (3) different sets of initials and also included date of review, which
appeared reasonable to date of statement.

b. Accounts Payable — All bills are distributed to the applicable department Manager or
Director for review and approval. Once approved, the bills are sent to the Finance
Department for processing. Bills with payment checks are submitted to the Executive
Director for review & signature. Checks greater than $200 require a 2" signature; two
of the Department Managers/Directors are authorized as 2" signers.

i. All check images viewed on bank statements showed two (2) signatures for
items greater than $200, and one (1) signature on items less than $200. Checks
written to the Executive Director for mileage & phone reimbursements were
signed by one of the authorized Department Managers.

c. Equipment Purchases — See Finding #4 for details.

Based on the review of the processes and the supporting documentation provided during the
audit, the Media Center has proper internal controls with appropriate separation of duties. No
discrepancies in these processes were noted and the Media Center appears to be adhering to
these controls in place. This information is verified by the Media Center’s auditors Seber Tans,
who have found no deficiencies in their internal controls for the period under review.

2. Separated Funds

According to the January 1, 2015 agreement, Section 2, Part E - Financial Records, “The Media
Center shall establish a separate fund to account for the funds provided by the City.”

The City disburses franchise fees to the Media Center on a quarterly basis per the agreement.
The Media Center has three (3) bank accounts: Operations MM, Operations Checking, and
GRTV Franchise Fees MM account. All quarterly franchise fees disbursed by the City to the
GRCMC were traced to the GRTV Franchise Fees account. There were two (2) instances where



the disbursements were deposited into the wrong bank account but were immediately corrected
either that same day or the subsequent day. No other deposits were made into this account
other than franchise fees from the City.

The franchise fees are being receipted appropriately and in accordance with the agreement.

3. Use of Franchise Fees

As the January 1, 2015 agreement, Section 2, Part E - Financial Records continues, “These
separate funds shall be used to finance only those aspects of the Media Center’s operations that
relate to operations, management, and administration of the public service channels allocated
in this agreement”

The Media Center typically transfers a portion of the franchise fees collected once per year (June
or July) for the year's expenses related to GRTV & EDU channels. Expenses are tracked by
program (channel) and a portion of shared expenses such as personnel and utilities are allocated
by percentages across all programs the Media Center operates.

To evaluate the expenses related to the GRTV & EDU channels, the following information was
compiled using the Media Center’s audited financial reports, which is supported by transaction
details & expense allocations.

Transfers from Balance in

Fees Disbursed Total Program  Franchise Fee Acct Franchise Fee Bank

FY by City Channel Expenses to Operations Account at FYE
2017 July - June 607,459.60 564,172.00 455,594 .67 121,650.95
2018  July - June 625,683.32 508,595.00 614,883.36 133,337.96
2019  July - June 644,453.80 401,879.00 - 779,210.61
2020  July - June 663,787.40 324,520.00 497,840.55 788,989.82

Total 2,541,384.12 1,799,166.00 1,568,318.58

Total fees disbursed by the City to the Media Center were $2,541,384.12 and total expenses for
the GRTV & EDU channels per supporting documentation provided by the Media Center were
$1,799,166 for a difference of $742,218.12 in unspent funds disbursed to the Media Center. The
current balance in the Media Center's Franchise Fee Bank account at June 30, 2020 was
$788,989,82.

A review of transaction details and miscellaneous expenses was performed by the Internal
Auditor, who found no unusual expenses or purchases; all expenses selected had proper
supporting documentation and correct approvals. Based on this information, it appears the
Media Center is utilizing the funds disbursed for GRTV & EDU operations appropriately and are
properly maintaining any unspent funds in the separate bank account. No other discrepancies
were noted.



4. Equipment Grant

According to the October 17, 2017 agreement, the City of Grant Rapids (City) and Grand Rapids
Cable Access Center (Channel or GRCMC) agree to the following:

a. “The City agrees to reimburse the Channel for capital equipment and the Channel
agrees to use the equipment grant for purchase of cable programming related
equipment.”

b. “The Channel shall submit the appropriate forms and documentation to the City,
including sales receipts from each purchase. The Channel agrees not to submit
request for reimbursements more than once per quarter.”

c. “The Channel agrees to properly maintain and repair any equipment purchased and
keep a log.”

Once per fiscal year, the GRCMC Station Manager submits an equipment reimbursement
request to the City’s Cable Television Administrator detailing all equipment purchases made for
operations. Attached with the request are purchase receipts and/or check stubs for checks
issued to vendors providing detail as to the type of transaction. These requests are reviewed
and approved at the City’s discretion prior to a reimbursement being disbursed. The
reimbursements do not have to be deposited or maintained in a separate fund, therefore, the
GRCMC typically deposits these reimbursements into the operations checking account from
where the purchases were originally made.

Examined four (4) equipment reimbursement requests and supporting receipts/documentation.
ltems purchased included monitors, stage lighting, cameras, camera mounts, lenses, and a
variety of cables/cords. Receipts and/or supporting documentation tie to the total request and all
items purchased were within the scope of the agreement.

The Media Center maintains an inventory list of all equipment, which is reviewed and updated
at least once per year by the Station Manager.

Equipment purchases made and being reimbursed through the City’s equipment grant are in
accordance with the requirements highlighted in the agreement. No other discrepancies or
internal control issues noted.

Conclusion

Based on the review and analysis of the GRCMC's processes, financial information, supporting
documents, and contractual agreements it appears the Media Center is properly reporting and
utilizing the franchise fees disbursed from the City in accordance with the contractual
agreements. No discrepancies or misuse of the funds were noted, no other additional work is
deemed necessary for the scope of this audit.

If you have any questions or comments, please reach out to Erica Bills, Internal Auditor. Phone:
456-3126.

Appendix: Pages 5-8 include the Statement of Functional Expenses directly from the Media
Center’s audited financial reports. These statements detail the breakout of program expenses.
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