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Processes Reviewed 

• Contract approvals 
• Contract monitoring
• Contract compliance 
• Contract reporting 

Contracts Reviewed 

• Aramark Educational Services of Texas, LLC 
• Barnes & Noble College Booksellers, LLC
• Blackboard Campuswide, Inc. 
• Javelina Alumni Association 
• Jeff Montgomery and Associates, Inc.
• NewWave Communications 
• Premont Independent School District
• Southeast Service Corporation
• Texas A&M University – Kingsville Foundation, Inc. 

Overall Conclusion 
Overall, the controls established over 
contract administration at Texas A&M 
University - Kingsville provide 
reasonable assurance that contractual 
agreements are compliant with laws, 
policies, and regulations. However, 
the university’s current contract 
administration process does not 
consistently ensure that contracts are 
monitored for compliance with 
contract terms. Opportunities for 
improvement were also noted in the 
areas of contract reporting and 
contract administration procedures. 

Summary of Audit Results 
Significant Observations 

• Contract administration processes require additional monitoring in some
areas to further ensure compliance with contract terms.

Notable Observations 

• Two of 3 (67%) contracts reported to the Legislative Budget Board
contained inaccurate information.

• Procurement procedures have not been updated to reflect current
practices and requirements.

Summary of Management’s Response 
Management agrees with the recommendations included in this report.  We have 
outlined detailed steps that will address each of the recommendations no later 
than March 31, 2018. 
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Detailed Results 
 
1. Contract Compliance Monitoring 

 
Contract administration processes require additional monitoring in some 
areas to further ensure compliance with contract terms. Several instances 
were noted in which contract terms were not being sufficiently monitored or 
complied with for some of the university’s largest contracts.  
 
Barnes and Noble College Booksellers, LLC 
 
• Prior to audit fieldwork, the university had not billed the vendor for utilities 

owed for the bookstore facility. The university invoiced the vendor 
$88,533.91 on November 16, 2016 for utility charges incurred since the 
effective date of the contract of June 1, 2013. 

 
• Insurance obtained by the vendor does not meet the minimum requirements 

outlined in the contract. General liability aggregate coverage limits include 
only $1 million rather than $2 million as required. General liability per 
occurrence and personal and advertising liability includes only $950,000 in 
coverage rather than $1 million as required. 

 
Aramark Educational Services of Texas, LLC 
 
• Vendor funding for an equipment repair and replacement fund was not 

made in the manner required by the agreement. Beginning in fiscal year 
2013, funding was to be provided to the university in two annual 
installments of $25,000 each to offset certain expenses related to the repair 
and replacement of dining services equipment. Management indicated the 
vendor fulfilled this obligation with additional smallware purchases such as 
flatware, glassware, etc. above those required by the contract. 

 
• Vendor funding for an annual scholarship was not provided at the correct 

amount. Beginning in fiscal year 2014, scholarship funding was to increase 
by $1,000.  The increase was not included in the funding for fiscal years 
2014 to 2016 and as a result, the university did not receive $3,000 in 
funding owed. 

 
• A disaster recovery plan has not been established related to dining services. 
 
• Board meal plan rates for fiscal year 2015 and fiscal year 2016 were not 

mutually agreed upon by February 1st of the preceding fiscal year. 
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Javelina Alumni Association 
 
• The Javelina Alumni Association does not have an ethics policy or a conflict 

of interest policy as required by the affiliation agreement and Texas A&M 
University System regulations. An A&M System Ethics and Compliance Office 
report dated April 24, 2014 previously recommended that these policies be 
adopted. 

 
Southeast Service Corporation  
 
• A quality assurance program has not been formally established to measure 

quality levels of vendor services, including action plans to correct 
deficiencies as required in the contract. In addition, the university has not 
performed monthly inspections to determine that the standards of quality 
and efficiency are being met. At the end of fiscal year 2016, the university 
created and filled a new position to monitor vendor performance. The 
employee’s responsibilities will include the establishment of a 
comprehensive plan for verification of third-party maintenance standards 
and quality, including the completion of formal inspections. Currently, only 
informal inspections of vendor services have been completed. 

 
• The updated scope of work has not been formally accepted, in writing, by 

the vendor. 
  

Insufficient monitoring of contract terms can increase the risk of vendor 
noncompliance and performance issues which could negatively impact university 
finances and operations.  
 
Recommendation 
 
Address the areas of noncompliance with contract terms identified above. 
Implement processes to provide additional monitoring of all significant contracts 
for compliance and adequate vendor performance. 

 
Management’s Response 

 
The university agrees that more effort needs to be applied to contract 
administration.  The university also agrees with the recommendation to develop 
and implement processes and procedures that ensure that performance of all 
contracts is monitored closely and actions are taken when performance does not 
meet expectations.   
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Specific to the comments on the Barnes & Noble Contract: 
 

• Barnes & Noble has been invoiced for the utility charges and the university 
has received payment of half the invoice amount.  The remaining invoice 
amount will be remitted by June 30, 2017.  

 
Specific to the comments on the Aramark Contract: 
 

• Aramark funding for the equipment repair and replacement fund is under 
review for action by both parties. 
 

• Aramark funding for the increase in the annual scholarship is under 
review for action by both parties. 

 
• A disaster recovery plan will be established related to dining services by 

March 31, 2018 by the university in coordination with Aramark. 
 

• We expect resolution on all three items above by March 31, 2018. 
 
Specific to the comments on the Javelina Alumni Association Agreement: 
 

• The Javelina Alumni Association will discuss the ethics policy or conflict of 
interest policy at the next board meeting to be held on March 25, 2017. 
 

• The adoption of the new policy will occur at the following board meeting 
held later in the calendar year. We expect to have an ethics policy in place 
by December 31, 2017. 

 
Specific to the comments on the Southeast Service Corporation Contract: 
 

• A quality assurance program will be formally established by March 31, 
2018.  
 

• Additionally, formal monthly inspections will be performed by a Facilities 
employee to assure proper vendor performance by March 31, 2018. 
 

• The university will work with the vendor to formally accept, in writing, the 
updated scope of work by August 31, 2017. 

 
The Laserfiche Contract Management System is currently being implemented at 
the university.  We are working with Laserfiche to extend the current program to 
include a contract monitoring section which will provide solutions needed for 
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compliance and vendor performance oversight.  In addition, steps are being taken 
to provide training of departmental contract operators. The completion date for 
full implementation of the Laserfiche Contract Management System university-
wide is March 31, 2018. 
 
A Contract Management Committee made up of various department 
representatives has been created and tasked with the overall review of the 
contract management process. This committee is charged with developing formal 
procedures that govern contract management at the university.  We expect this 
process to be completed by March 31, 2018. 

 
2.  Contract Reporting 
 

Two of 3 (67%) contracts reported to the Legislative Budget Board 
contained inaccurate information. The university reported the Southeast 
Service Corporation contract as a noncompetitive purchase; however, the contract 
was competitively bid. The Jeff Montgomery and Associates Inc. contract was 
inaccurately reported under an unrelated vendor name. 
 
Section 7.04 of Article IX in the 2016-2017 General Appropriations Act requires 
institutions of higher education to report contracts greater than $50,000 paid with 
appropriated funds to the Legislative Budget Board. Oversight in contract 
reporting will help ensure compliance with General Appropriations Act 
requirements. 
 
Recommendation 
 
Properly report the Southeast Service Corporation and Jeff Montgomery and 
Associates Inc. contracts to the Legislative Budget Board. Implement processes to 
ensure contracts are accurately reported to the Legislative Budget Board. 

 
Management’s Response 

 
University management agrees with the findings and recommendations and is 
actively working to address the issues noted in the audit. The items listed above as 
needing correction have been updated on the Legislative Budget Board website.  
In addition, we are in the process of reviewing all posting transactions for 
correctness on the Legislative Budget Board website. 
 
Prior to this audit, the university began the process of implementing the 
Laserfiche Contract Management System (LCMS). LCMS’s ability to capture 
information and its reporting features are expected to decrease the risk inherent 
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to the current process of manual collection of contract information necessary to 
comply with reporting requirements. 
 
While the LCMS will allow for a more efficient method of capturing information, 
the posting of the contract information into the Legislative Budget Board website 
is still a manual process and some risk of error inherent to having a manual 
process is expected to continue. To mitigate this risk, an employee will be tasked 
to conduct a general review of all postings submitted to the Legislative Budget 
Board on a quarterly basis for correctness. This review process will be in place 
beginning with the quarter ending September 2017. 
 

3.   Contract Administration Procedures 
 

Procurement procedures have not been updated to reflect current practices 
and requirements. The university has created extensive procurement 
procedures; however, a process for the periodic review of these procedures and 
documentation of the review has not been established. 
 
In July 2016, the A&M System issued the Texas A&M University System Contract 
Management Handbook to help ensure system members are meeting statutory 
requirements, including Senate Bill 20, and abiding by system policies and 
regulations related to contracts and contract reporting.  University procurement 
procedures have not been updated where necessary to address a section in the 
Contract Management Handbook that requires the establishment of new 
procedures. 
 
Procedures establish actions and control activities that help ensure management’s 
directives are carried out. Without procedures that reflect current requirements 
and practices, the risk is increased that activities are not performed consistently 
with management’s expectations. 
 
Recommendation 
 
Update procurement procedures to reflect current practices and requirements, 
including those listed in the Texas A&M University System Contract Management 
Handbook. Establish a process for the periodic review of procurement procedures 
and documentation of the review. 

 
Management’s Response 

 
We agree with this finding and recommendations. As noted earlier, the university 
is in the process of a comprehensive review of our written procurement 
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procedures.  As part of this review, we will also establish a template for 
documenting an ongoing periodic review of our procurement procedures. 
As recommended, the requirements of the Texas A&M University System Contract 
Management Handbook will be made part of the university procurement manual 
and desktop procedures.  
 
Projected completion date:  March 31, 2018. 
 

Basis of Review 
 
Objective and Scope 

 
The objective of this audit was to review processes for approving and monitoring 
contracts at Texas A&M University – Kingsville and determine compliance with 
laws, policies, regulations, and selected contract terms.  
 
The audit focused on approvals, monitoring, compliance, and reporting of selected 
agreements. The audit period was primarily September 1, 2015 to August 31, 
2016.  Fieldwork was conducted from October 2016 to January 2017. 
 

Methodology 
 
Our audit methodology included interviews, observation of processes, review of 
documentation, and testing of data using sampling.  
 
To determine if contracts were properly approved and if selected contract terms 
were in compliance with contract requirements, auditors used professional 
judgment to select a nonstatistical sample of nine agreements based upon 
magnitude and risk.  This included contracts related to dining services, bookstore 
operations, identification card and access management services, alumni 
association affiliation agreements, media buying and creative services, cable 
television services, collaborative relationship agreements, facilities services and 
foundation affiliation agreements. 

To determine if contracts were in place, as applicable, auditors used professional 
judgment to select a nonstatistical sample of 30 vendors paid using voucher 
payment and payment card processes based upon magnitude of purchases.   
 

Criteria 
 

Our audit was based upon standards as set forth in State of Texas legislative 
requirements; Texas A&M University System Policies and Regulations; Texas A&M 
University – Kingsville administrative procedures, rules and guidelines; stated 
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contract stipulations; and other sound administrative practices.  The audit was 
conducted in conformance with the Institute of Internal Auditors’ International 
Standards for the Professional Practice of Internal Auditing. 
 
Additionally, we conducted the audit in accordance with generally accepted 
government auditing standards.  Those standards require that we plan and 
perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.  
We believe that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

 
Audit Team 
 
Robin Woods, CPA, Director 
David Maggard, CPA, Senior Manager 
Zahra Brown, CPA 
James Corbett 
 

Distribution List 
 
Dr. Steven Tallant, President 
Dr. Heidi Anderson, Provost and Vice President for Academic Affairs 
Dr. Terisa Riley, Senior Vice President for Student Affairs, Enrollment Management and    
     University Administration 
Mr. Raajkumar Kurapati, Vice President for Finance and Chief Financial Officer 
Ms. Kirsten Compary, Dean of Students 
Mr. Ralph Stephens, Associate Vice President for Support Services 
Ms. Maricelda Zarate, Executive Director, Strategic Sourcing and General Services 
Ms. Karen Royal, Director of Compliance and Interim Title IX Coordinator 
Mr. Randy Hughes, Chief of Staff 
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Audit Areas 

• Grant award process
• Post-award process
• Compliance with Texas government and

administrative codes
• Database disaster recovery and user access
• Account reconciliation/verification

Overall Conclusion 
Overall, the controls and processes over the Rural Volunteer Fire Department 
Assistance Grant Program are operating as 
intended and in compliance with applicable 
laws, policies, regulations, and agency rules 
and procedures. Processes are in place to 
ensure that volunteer fire departments meet 
grant eligibility requirements and that awards 
comply with grant conditions.  However, 
significant improvement is needed in 
supporting documentation for the grant rating 
system. An additional opportunity for improvement was noted regarding 
compliance with annual state reporting requirements.   

The Rural Volunteer Fire Department Assistance Program was created in 2001 by 
the 77th Legislature and is administered by the Texas A&M Forest Service.  This 
program provides cost share grants to rural volunteer fire departments to assist 
with the purchase of equipment and training.  The program provides two types of 
grants: VFD Assistance and Texas Intrastate Fire Mutual Aid System (TIFMAS).  
Funding is derived from a special assessment to the insurance industry and from 
Insurance Companies Maintenance Tax and Insurance Department Fees.   For the 
fiscal year 2016 and fiscal year 2017 biennium, annual grant funds for the VFD 
Assistance and TIFMAS are $24.3 million and $1 million, respectively. 

Summary of Audit Results 
Significant Observation 

• Supporting documentation for elements used in the rating calculation of Rural
Volunteer Fire Department (VFD) Assistance Grants is inconsistent.

Notable Observation 

• The annual Rural Volunteer Fire Department Assistance Fund report is not
submitted timely as required.
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Summary of Management’s Response 
We agree with the auditors’ recommendations.  Recommendations are planned to 
be implemented by January 2018. 

Detailed Results

1. Grant Rating System

Supporting documentation for elements used in the rating calculation of 
Rural Volunteer Fire Department (VFD) Assistance Grants is inconsistent.    
Grant awards for equipment and fire apparatus are distributed to VFDs with the 
highest rankings in the program’s rating system.  Ratings are determined by 
assigning a value to six VFD elements such as distance to nearest mutual aid 
department, size of 9-1-1 protection area, wildfire exposure classification, and age 
of application. The data used to determine the rating values is generally provided 
on the VFD’s application with additional supporting documentation obtained for 
particular elements.  This data is entered into a database used to assist in 
managing the Rural VFD Assistance Grants and other VFD related programs.   

A review of 60 Rural VFD Assistance Grant awards found 57 (95%) awards with 
element values that differed between the award application and the database at 
the time of award.  Edits to VFD information often occur after submission of an 
application; however, supporting documentation for these edits is not filed with 
the application or readily available to management. Several factors contribute to 
variations between the applications and the database and the availability of 
documentation to support the variations:  

• Multiple applications are received from VFDs for the Rural VFD Assistance
Grants and other VFD programs. These applications request some of the
same elements, increasing the potential for edits to VFD information in the
shared database.

• Multiple Texas A&M Forest Service employees at different locations within
several programs have the ability to edit the element values in the database,
increasing the opportunity for inconsistency in the process for updating VFD
information.

• Applications are not centrally filed by VFD, but are maintained individually
at each grant program. Additionally, older applications are placed in storage,
resulting in application and supporting information residing on multiple
documents in multiple locations.
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• The VFD database has limited ability to document the reason for edits, the 
employee that made the edit, or provide a repository for the supporting 
documentation.   
 

The current process results in a large number of edits to VFD information.    
Without centralized files and a record of changes to element values within the 
database, it is difficult to determine the reason for changes to these values, to 
review supporting documentation for elements used in the rating calculation, or 
to determine if procedures for updates are consistently followed. 
 
Recommendation 
 
Review the current process for obtaining, updating, and maintaining the VFD 
application information.   Ensure the data used for the VFD application ratings has 
sufficient support for each of the rating elements. A streamlined process for edits 
and enhanced filing processes could improve efficiency, establish a history of 
changes to VFD information, and provide a system to consistently support VFD 
ratings. 

 
Management’s Response 

 
We agree with the auditors’ recommendations.  We plan to have the corrective 
actions implemented by January 31, 2018.   

 
2. Annual Written Report 

 

The annual Rural Volunteer Fire Department Assistance Fund report is not 
submitted timely as required.  Texas Government Code, Title 6, Chapter 614.102 
requires that an annual written report on the activity, status, and effectiveness of the 
fund be prepared and submitted to the Lieutenant Governor and the Speaker of the 
House of Representatives before November 1 of each year.  An annual report is 
prepared and published on the Texas A&M Forest Service website; however, it is not 
completed and submitted to the state by November 1st.   
 
Recommendation 
 
Comply with the government code requirements regarding the annual report of 
the Rural Volunteer Fire Department Assistance Fund by preparing and 
submitting the report to the appropriate parties by the required date.    
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Management’s Response 

We agree with the auditors’ recommendation.  The fiscal year 2016 report has 
been submitted and staff have been instructed to ensure that the fiscal year 2017 
report is submitted by the required due date.  We plan to have the corrective 
action fully implemented by October 31, 2017. 

Basis of Review 

Objective and Scope 

The objective of this audit was to review select management controls and 
processes in place for the Rural Volunteer Fire Department Assistance Grant 
Program to determine if they are operating as intended and in compliance with 
applicable laws, policies, regulations, and agency rules and procedures. 

The audit focused on eligibility; award and post-award processes for Rural 
Volunteer Fire Department Assistance Grants and Texas Intrastate Fire Mutual Aid 
System Grants; program compliance with applicable Texas government and 
administrative codes; and disaster recovery and user access for the program 
database.  The audit period was primarily September 1, 2015 through August 31, 
2016.  Fieldwork was conducted from October 2016 to January 2017. 

Methodology 

Our audit methodology included interviews, observation of processes, review of 
documentation, and testing of data using sampling.  

For Rural Volunteer Fire Department Assistance Grants for trucks and equipment 
to determine whether recipients were eligible, applications were complete, 
application ratings were accurate, and reimbursement amounts were correct and 
properly supported; auditors selected a nonstatistical sample of 60 awards using 
auditor judgement designed to be representative of the population.  

For Rural Volunteer Fire Department Assistance Grants for training to determine 
whether recipients were eligible, applications were complete, and reimbursement 
amounts were correct and properly supported; auditors selected a nonstatistical 
sample of 30 awards using auditor judgement designed to be representative of the 
population.  
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For Texas Intrastate Fire Mutual Aid System Grants for trucks, to determine 
whether recipients were eligible, applications were complete, application ratings 
were accurate, and reimbursement amounts were correct and properly 
supported; auditors selected the entire population of awards during the audit 
period.  
 

Criteria 
 

Our audit was based upon standards as set forth in Texas A&M University System 
Policies and Regulations; Texas Government Code Chapter 614; Texas 
Administrative Code Chapter 216; Texas A&M Forest Service procedures; and 
other sound administrative practices.  The audit was conducted in conformance 
with the Institute of Internal Auditors’ International Standards for the Professional 
Practice of Internal Auditing. 
 
Additionally, we conducted the audit in accordance with generally accepted 
government auditing standards.  Those standards require that we plan and 
perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.  
We believe that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

 
Audit Team 
 
Amanda Dotson, CPA, CIA, Director 
Michelle McMillin, CPA 
Melodie Kline 
Darwin Rydl, CPA 
 

Distribution List 
 
Dr. Mark Hussey, Vice Chancellor and Dean for Agriculture and Life Sciences 
Dr. William A. Dugas, Associate Vice Chancellor and Associate Dean of Agriculture  

and Life Sciences 
Mr. Tom Boggus, Director 
Mr. Don Galloway, Chief of Staff 
Mr. Robby DeWitt, Associate Director for Finance and Administration 
Mr. Mike McCasland, Assistant Director for AgriLife Risk and Compliance 
Mr. Jason Keiningham, Department Head – Capacity Building 
Ms. Veronica Davenport, Program Coordinator II – Capacity Building 
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Overall Conclusion

Overall, the controls established over tuition and 
fee processes at Texas A&M International 
University are effective in providing reasonable 
assurance that the university is operating in 
compliance with applicable laws, policies, 
regulations, and university procedures.  The 
university offers both an optional fixed tuition 
and fee rate structure and a variable market 
tuition and fee rate structure.  The university applies these tuition and fee rate 
structures appropriately.  The university had 7,416 students enrolled in the fall 2016 
semester.  Fiscal year 2016 net tuition and fee revenue was approximately $24 
million, which accounts for 50% of the university’s operating revenue. 

Basis of Review 

Objective and Scope 

The objective of this audit was to review controls and processes for tuition and fee 
revenues and expenditures to determine if processes are in compliance with 
applicable laws, policies, regulations, and university rules.   

The audit focused on student billing statements, waivers and exemptions, tuition 
set-asides, fee account expenditures, and Senate Bill 1210 compliance.  The audit 
period focused primarily on activities from September 2015 through August 2016.  
Fieldwork was conducted from December 2016 through February 2017. 

Methodology 

Our audit methodology included interviews, observation of processes, review of 
documentation, and testing of data using sampling.  

To determine the accuracy of student billing statements, auditors judgmentally 
selected a nonstatistical sample of 15 student fee statements and four student 
waivers/exemptions designed to be representative of the different type of students 
and waivers/exemptions in the population. 

Areas Reviewed

• Student billing statements
• Waivers and exemptions
• Fee account expenditures
• Mandated tuition set-asides
• Senate Bill 1210 compliance
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Criteria 

Our audit was based upon standards as set forth in Texas A&M University System 
Policies and Regulations; the Texas Education Code; university rules and 
procedures; and other sound administrative practices.  The audit was conducted 
in conformance with the Institute of Internal Auditors’ International Standards for 
the Professional Practice of Internal Auditing. 

Additionally, we conducted the audit in accordance with generally accepted 
government auditing standards.  Those standards require that we plan and 
perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.  
We believe that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

Audit Team 

Robin Woods, CPA, Director 
Nora Miles, CPA, Audit Manager 
Holly Blue, CPA 
Debbie Bugenhagen 
Tracey Sadler, CIA 

Distribution List 

Dr. Pablo Arenaz, President 
Mr. Juan Castillo, Vice President for Finance and Administration 
Ms. Elena Martinez, Comptroller 
Mr. Fred Juarez, Director of Budget, Payroll and Fiscal Analysis 
Ms. Lisa Paul, Associate Vice President for Compliance 
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