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ABSTRACT

Report outlines the plan to transfer the Authority from state funding to private
support and addresses statutory language changes required to support this transition.
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OVERVIEW

Governor Chafee’s FY 2013 recommended budget proposed to end state general revenue
support for the Rhode Island Public Telecommunications Authority (“the Authority”) as of
January 1, 2013. The budget did not propose to terminate the Authority itself, but rather would
have expected the Authority or the Rhode Island PBS Foundation to obtain other non-general
revenue resources through grants, donations, fundraising and other avenues to continue to
support the operation of WSBE-TV (Channel 36).

As a result of this proposal, questions arose with regards to the feasibility of the
Authority/Foundation raising sufficient funds in the near term to continue the operation of the
station. In addition, the status of the state employees working for the Authority, if it were no
longer funded as a state agency, was brought into question.

After further consideration, Governor Chafee requested an amendment to his FY 2013 Budget
to provide funding for the full fiscal year, thus allowing more time for the Authority to
transition from state support. The original intent to end state general revenue support for the
Authority did not change, but rather the implementation date was delayed to July 1, 2013. As
part of the FY 2013 Enacted Budget, the Authority received an appropriation of $799,077,
slightly less than the FY 2012 final appropriation of $928,421.

In addition, the General Assembly included language in Article 4 of the FY 2013 Appropriations
Act (H-7323 Sub A, as amended) to require the Administration to submit a report to the
Chairpersons of the House and Senate Finance Committees that outlines the plan to transfer
the Authority from state general revenue to private support and any statutory language
changes required to support this transition. This document complies with this requirement.
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RHODE ISLAND PUBLIC TELECOMMUNICATIONS AUTHORITY TRANSFER

Although the Governor’s original FY 2013 Budget did not eliminate the Authority, further
discussions between the State and the Authority Board have resulted in the conclusion that this
is the best course of action. As part of the transition of WSBE-TV (the PBS station) to private
support, the Authority will transfer its station responsibilities to the Rhode Island PBS
Foundation. The Foundation has existed since 1987, serving primarily as the fundraising entity
for the Authority, but in recent years has taken on additional responsibilities in areas such as
public access television.

The Foundation employs 32.3 non-state employees, while the Authority employs 14.0
individuals whose positions are partly funded with state general revenue and partly with
Federal Corporation for Public Broadcasting grant funds. The intent, as described further below,
is for all staff to become employees of the Foundation.

The transfer of responsibility for operating WSBE-TV (Channel 36) to the Foundation will
require completing a number of tasks, including:

e Transfer of the FCC license from the Authority to the Foundation;
e Transfer of the building from the state to the Foundation;
e Transfer of equipment from the Authority to the Foundation;

e Dismissal of staff as state employees/hiring of staff by the Foundation (statutory
status employees will need to be placed in other positions, if requested);

e Legislative changes to eliminate the Authority and to provide that the Public,
Educational and Government Access Fee (PEG Access) continue to go to the
Foundation to support public access television.

FCC LICENSE TRANSER

On June 25, 2012, the Authority Board voted to authorize management to petition the Federal
Communications Commission (FCC) to transfer the licenses held by the Authority to the RI PBS
Foundation. On August 1, 2012, the Board of the Rl PBS Foundation voted to acquire all
licenses, permits, rights and assets of the Authority used or related to the operation of non-
commercial television station WSBE-TV. On August 12, 2012, the Authority applied to the FCC
to assign the broadcasting license to the Foundation. The FCC approved the proposal on
September 24, 2012 and the Authority and the Foundation consummated the assignment of
the broadcasting license to the Foundation effective October 10, 2012. As of that date, the
Authority no longer has responsibility for operating the WSBE-TV television station.
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BUILDING AND EQUIPMENT

The building housing WSBE-TV, the Authority and the Foundation, known as the John O.
Pastore Public Broadcasting Center, was built by the Public Buildings Authority (PBA) and leased
back to the State. The bonds issued by the PBA were paid off in FY 2009 and at that time, the
building reverted to State ownership. Under the original sub-lease between the State and the
Authority, the Authority had the right to purchase the property for $1.00 within 60 days of the
PBA bonds being paid off. The Authority did not exercise this right within the prescribed time
frame.

As a state facility, current law requires that any transfer of property be at fair market value, but
the Foundation does not have the resources to purchase the building outright. In addition,
because state taxpayers paid for the construction of the building, the Department of
Administration would like to maintain some interest in the facility, such that if the Foundation
decided to move from this location or terminate broadcast services the building would revert
back to the State. However, the Foundation would like to be able to use the facility as collateral
for a line of credit and any such clause would likely create issues for a bank.

The Department of Administration is working with the Foundation to determine the best course
of action, but as of the date of this report, no final decision has been made. The Department is
obtaining an appraisal of the building prior to moving forward with any transfer of the property.

Although some of the equipment owned by the Authority was acquired with State funds, the
Department of Administration has determined that due to the age of most of the equipment it
has little or no value. As such, the Authority Board authorized the sale of all broadcast
equipment and other station assets owned by the Authority to the Foundation at its June 25,
2012 meeting at no cost.

The station’s antenna and transmitter are considered part of the equipment and were
transferred to the Foundation. Both are located on leased tower/building space from Media
General (WJAR) in Rehoboth, MA. This lease was between the Authority and Media General and
has been assigned to the Foundation with proper consent. Lease payments are $S1 per month
and the term expires in 2029 (or there about). There is a tower adjacent to the station’s
building in Cranston that will be included as part of the transfer of the building from the State.
This tower has the station’s microwave equipment on it and is the link to Rehoboth and
equipment on Blue Hills in Canton, MA.

The Authority also has one vehicle (1987 Ford Econoline Van) that is part of the State Fleet. Due
to the age of the vehicle, the Director of Administration has authorized the transfer of this
vehicle at no cost to the Foundation.
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STAFFING

As stated above, the Authority employs 14.0 FTE state funded positions, of which 11.0 are
union members and 4.0 have 20-year statutory status. These employees will be laid off from
the Authority, but will be offered equivalent jobs at the Foundation. The Executive Director of
the Authority has informed employees of this transition and is preparing an official letter with
an offer of employment with the Foundation.

Based on these early conversations, the Executive Director has informed the State Personnel
Administrator that two of the statutory employees are not likely to accept employment with
the Foundation and thus under Rl General Laws, the State will be obligated to place them in
other suitable employment. The State Personnel Administrator has set up meetings with
Human Resources for these individuals to begin the process of identifying employment
opportunities that will best suit their skill set. It should be noted that a third employee would
reach statutory status in June 2013, and this employee’s circumstances remains unresolved.

The remaining employees are expected to accept employment with the Foundation and thus
will be laid off with no issues. Unused vacation or personal leave time will be paid out from the
Assessed Fringe Benefit Fund and will not impact the Authority’s FY 2013 budget.

REVENUE

Transitional Funding: As part of the development of the current services budget projections for
FY 2014, the State Budget Office eliminated funding for the Authority. Thus, the Authority
submitted a revised budget for FY 2013, but no budget request for FY 2014.

The Authority subsequently proposed declining State support over a period of several years, as
opposed to a full elimination as of June 30, 2013. This additional support was contemplated to
be in the form of grants to the Rl PBS Foundation and not an appropriation to the Authority,
which would cease to exist no later than June 30, 2013. The Authority included in the cover
letter accompanying its FY 2013 revised budget a request for grant funding to the Foundation
of $500,000 in FY 2014, and an expectation of a grant in FY 2015 of $250,000. After FY 2015, the
Foundation would expect to be self sufficient through other fundraising and revenue generating
opportunities and thus no further state grants would be required.

Governor Chafee will be considering the request for grant funding for FY 2014 and beyond as
part of his deliberations on the FY 2014 budget. No decision has been made with regards to this
funding, but if such funding is recommended, an appropriation request will be included in the
Governor’s FY 2014 Budget submission to the General Assembly.

Rental Revenue: The Authority also generates approximately $25,000 in annual revenue from
renting space on its antenna tower to cell phone companies. This funding is currently received
as general revenue to the State’s general fund. Since this revenue is associated with the
antenna tower, which will be transferred to the Foundation from the Authority, along with
other Authority assets, the Foundation would now be entitled to these funds, resulting in a loss
of revenue to the state.
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Public, Educational and Government Access Fee (PEG Access Fee): During the 2006 Legislative
session, the Rhode Island General Assembly amended RIGL § 16-61-6 giving the Authority, or its
designee, the power or duty of authority to operate and manage Public, Educational and
Government Access, more commonly referred to as PEG Access, for the state. Also passed was
the addition of RIGL § 16-61-6.2 providing the Authority the authorization to acquire the
equipment, employ the personnel and assume leases from the existing cable television
certificate holders. On February 5, 2007, the Authority, through the Rhode Island PBS
Foundation, acquired the PEG Access related assets from Cox Communications and began
operating PEG Access on a daily basis.

Each cable television operator in Rhode Island that does not operate its own public access
program is required to provide a PEG access and Interconnect fee in the amount of $0.48 per
month per subscriber to the Foundation (as the designee of the Authority) to support the
operation of the public access program. These funds are transferred, in accordance with rules
and regulations adopted by the Public Utilities Commission, on a quarterly basis. Said rules
stipulate the funds are transferred to the Authority and thus will need to be updated to
authorize the funds be transferred to the Foundation directly as of July 1, 2013. There is one
cable operator, Full Channel in Bristol County, operating its own public access program and thus
is not required to transfer funds to the Authority.

During the fiscal year ending June 30, 2012, the Foundation received $1.7 million from the PEG
access fee. This fee supports 17.0 FTE positions, as well as the operations of the studios and the
equipment needed to produce the public access programming. As stated above, the Authority
has designated the Foundation to be the recipient of these funds and to operate the PEG access
program. As a result, the employees overseeing this program are employees of the Foundation
and not of the Authority and thus are not impacted by the termination of the Authority.

STATUTORY LANGUAGE REQUIREMENTS

Accompanying this report is a draft of the Article that will be included in the Governor’s FY 2014
Appropriations Act to address the various sections of the Rl General Laws relating to the Rl
Public Telecommunications Authority. The Budget Office will continue to review potential
legislative changes required to effectuate this initiative and will incorporate them into
legislation to be submitted to the General Assembly in 2013.
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Proposed Article

Section 1. Chapter 16-61 entitled “Public Telecommunications Authority” is hereby
repealed in its entirety.
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