ARKANSAS LEGISLATIVE AUDIT
REPORT ON:
DIVISION OF ELEMENTARY AND SECONDARY EDUCATION -
ARKANSAS EDUCATIONAL TELEVISION COMMISSION
FOR THE YEAR ENDED JUNE 30, 2023

Finding 1:

Ark. Code Ann. § 19-11-204(13)(A) defines “small procurements” as procurements not exceeding $20,000, which may
be obtained without seeking bids; however, competition should be used to the maximum extent practicable. Additionally,
Ark. Code Ann. § 19-11-234 provides guidance regarding competitive bidding for contracts in which the purchase price
exceeds $20,000 and is less than or equal to $75,000 and states that using repeated small quantity procurements to
circumvent competitive bid limits or failing to obtain competitive bids without justification constitutes a violation of
Arkansas Procurement Law. The State of Arkansas Financial Management Guide states that vendors should be
selected before a purchase order is created; after the purchase order is approved, it can be printed and sent to the
vendor. Services Contract Instructions issued by the Department of Transformation and Shared Services — Office of State
Procurement (OSP) require that the department and the contractor complete the signature portion of the form.
Additionally, the use of state-issued credit cards (such as purchasing cards and travel cards) is governed by rules and
regulations issued by OSP.

Our review of 61 maintenance and operation expense items, totaling $3,405,679, and 35 expense items specifically
from credit card activities, totaling $199,066, revealed the following:

o The Agency obtained goods and services without always obtaining bids for transactions that were at or near
the threshold for requiring bids, which increases the risk that noncompliance could occur. In one instance, a
change order of $5,000 was made after the contract began, which caused the total contract to rise above
the bid threshold.

° A contract valued at $250,000 was not manually or digitally signed by the vendor; rather, the vendor's name
was typed onto the contract.

° Contracts for two vendors, valued at $48,448 and $37,200, respectively, were not executed for services.

o Expenditures totaling $25,037 were coded to incorrect expenditure descriptions.

° Expenditures totaling $75,825 for contractors’ travel costs were charged directly to the Agency’s travel card,

and $6,825 was charged to the personal credit card of an employee, instead of being paid by the contractors.
OSP guidance on the use of credit cards stipulates that the travel card is intended for official state travel-
related use only and should never be used for personal purchases or to pay for someone else’s travel
expenses.

° Overpayments for rental car charges totaling $3,033 were identified. In one instance, the cost of a
contractor’s rental car was charged directly to the Agency’s credit card and reimbursed to the contractor.
As a result, the Agency unnecessarily paid the contractor $2,762. The Agency was unaware of this event
until informed by the auditors. In another instance, a credit of $271 was issued by a rental car company to
a different contractor towards a new personal rental instead of refunded to the Agency. This event was self-
reported by the Agency. After auditor inquiries, the Agency recovered the funds from both contractors.

° The Agency was charged $108 for a hotel room for a contractor who did not stay overnight.

The Agency did not adequately plan, prepare, and train staff to ensure that the extraordinary number and type of
transactions associated with its projects would always follow applicable state laws and guidelines.

Recommendation:
We recommend the Agency strengthen internal controls to comply with applicable sections of Arkansas procurement
laws, state travel regulations, and the Arkansas Financial Management Guide.

Agency Response:
See agency response following Finding 2.
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Finding 2:

Ark. Code Ann. § 6-3-110(b) states that “only an appropriate state employee may supervise state employees of the
Educational Television Division of the Division of Elementary and Secondary Education,” and “no person or employee
paid with funds not appropriated by the General Assembly shall supervise any state employee of the Educational
Television Division.” An AETC employee trained an employee of the Arkansas PBS Foundation (“Foundation”) from
June 26 through September 1, 2023. As stipulated in a Short Term Accounting Shared Services Agreement, which was
executed between the Agency and the Foundation on July 26, 2023, the Agency employee was under the exclusive
direction of the Chief Executive Officer of the Foundation during the days of the training. AETC received $17,025 from
the Foundation to cover payroll costs associated with the employee.

As a result of this arrangement, the employee was supervised by a person who was not a state employee and who was
paid with funds not appropriated by the General Assembly.

Recommendation:
We recommend the Agency comply with applicable sections of Arkansas Code.

Agency Response:
Arkansas PBS values the time, effort, and recommendations of Arkansas Legislative Audit. We acknowledge and

concur with the FY23 findings. Please find our detailed responses to the audit findings below.

The following FY23 background information informs the audit findings:

° The agency had 60% turnover in its fiscal/procurement positions during FY23.

° The CFO, controller and procurement coordinator positions were vacant for 5 months, 3 months and one
month, respectively. A new CFO began work on January 31, a new procurement coordinator on April 3, and
a new controller on June 19. A fiscal division manager position was added (filled on June 26).

° The agency does not employ a contracts administrator. The CFO manages procurement contracting.

° In FY2023, the agency issued 464 purchase orders totaling $7,506,307. Thirty-two percent (32%) of the
POs were for two projects: 99 for the K2 project and 48 for the Rise & Shine S3 project.

° All fiscal and procurement activities for the Rise & Shine S3 project and most fiscal/procurement activities for
the K2 project were concentrated during the spring-summer of 2023. Project complexity, the extraordinary
number and type of transactions, as well as insufficient staff capacity contributed to regulatory compliance
issues.

Finding 2023-1

Item 1.1
This finding is related to approximately 240 individual educational video segments produced during a 90-day period
(Rise & Shine S3 project).

The agency had 30 days to plan (48 purchase orders) and 60 days to execute the work, which included puppet shows to
teach spelling, educational field trips throughout the state, video-taped readings of stories, animated videos to teach
colors and shapes, educational music videos and video-taped lessons by teachers. Work began in early April 2023.

On April 14, 2023, the agency solicited competitive bids from 12 prospective vendors for field trip video production
services. Each prospective vendor was permitted to bid on up to ten (10) of 36 digital field trip segments to be filmed
throughout the state.

After bids were received, the agency hired the 6 qualified bidders and the collective cost for the 6 contracts totaled
$145,000 for 55 segments. Since the cost of the video production work was substantially higher than $75,000, it should
have been bid as a formal contract through the Office of State Procurement but was not. Awarding a formal bid to
multiple venders would have required pre-approval from the OSP Director, but approval was not obtained by the
agency.

During this period of extreme workload when the agency was transitioning to a new procurement coordinator, the proper
steps to manage this procurement were not taken.

The agency solicited bids via email, received 7 bids, and issued a multi-award to 6 bidders. Bids ranged from $1,850
per segment to $5,500 per segment.
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