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Overall Conclusion   

As of May 24, 2008,1 three of the four Lamar 
higher education institutions had received 
$10,384,310 more in state and federal 
emergency appropriations than they needed to 
cover their costs associated with Hurricane 
Katrina and Hurricane Rita (see Table 1 on page 
3).  Auditors subsequently identified additional 
hurricane-related expenditures for which the 
institutions have not yet requested 
reimbursement; when those expenditures are 
considered, the amount the three institutions 
received in excess of their costs is reduced to 
$8,476,321 as of March 2009 (see Appendix 3 on 
page 54). 

This occurred, in part, because Lamar 
University received duplicate reimbursements 
for expenditures by transferring $2,112,660 in 
state emergency appropriations to its local 
account to pay invoices that it had already paid 
using state emergency appropriations. Lamar 
University also retained in its local accounts 
$3,275,995 in FEMA reimbursements for 
expenditures it had already paid for with state 
emergency appropriations.   In Lamar 
University’s management response, presented 
in Chapter 5 on page 21, management agrees that the double reimbursements 
occurred.    

In addition, the Texas State University System (System) and the Lamar higher 
education institutions overestimated their revenue losses.  Auditors estimate that 
revenue losses for fiscal years 2006 through 2008 were $11,885,883 (see Table 2 on 
page 6).  Subsequent to receiving a draft of this report, the System and the Lamar 
higher education institutions revised revenue losses to be $23,679,173 (see Chapter 
5, page 18). When the institutions calculated their revenue losses, they included 
prospective revenue for possible future student growth.  They also included 

                                                 
1 The May 24, 2008, date is significant because that was the date when state emergency appropriations were no longer available 

to the institutions. 

Background Information  

The four Lamar higher education 
institutions are:  

 Lamar University (in Beaumont, TX).  

 Lamar State College - Port Arthur. 

 Lamar State College – Orange. 

 Lamar Institute of Technology (in 
Beaumont, TX).  

Through House Bill 63 (79th Legislature, 
3rd Called Session), the Legislature 
appropriated $34.0 million during a two-
year period for the purpose of paying for 
or reimbursing costs associated with 
damages or disruptions caused when 
Hurricane Katrina and Hurricane Rita hit 
the Lamar higher education institutions in 
the fall of 2005. House Bill 63 was 
effective on May 24, 2006.  

It was estimated that the $34.0 million in 
state emergency appropriations and $12.9 
million in Federal Emergency 
Management Agency (FEMA) 
reimbursements the Lamar higher 
education institutions had received prior 
to May 2006 would make the institutions 
whole with respect to their hurricane 
losses. 
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requested formula funding amounts that were submitted to and addressed during 
the 80th legislative session.  However, the institutions’ formula funding was not 
reduced as a result of a decline in enrollment after the hurricanes.   Lamar 
University did not include its growing graduate program in its initial tuition 
revenue loss calculations.    

The System was responsible for allocating state emergency appropriations to the 
Lamar higher education institutions based on initial estimates of hurricane-related 
expenditures, revenue losses, federally required insurance premiums, and federal 
reimbursements that the institutions had received prior to receiving state 
emergency appropriations.  The System also reported financial activities related to 
the hurricanes to the Legislative Budget Board.  However, the System did not 
provide sufficient guidance and direction to the Lamar higher education 
institutions regarding the use of the funds.  For example, the System did not 
provide the higher education institutions with assumptions to use in calculating 
tuition revenue losses, and it did not review the higher education institutions’ 
financial reports for accuracy.    

Verification of Expenditures  
 
Auditors tested 167 expenditures totaling $3,335,653 that the Lamar higher 
education institutions made between November 2005 and May 2008 and 
determined that all expenditures tested were for valid, hurricane-related costs. 

The higher education institutions collectively applied 52.2 percent of their state 
emergency appropriations toward revenue losses.   

Expected Additional Funding 
 
The Lamar higher educations institutions expect to receive an additional 
$12,607,761.  This comprises $8,040,002 for FEMA claims awaiting payment, a 
request for an additional $1,124,411 in FEMA funds to cover cost overruns, and 
$3,443,348 in insurance claims. 

Summary of Management’s Response 

Management of the System and the Lamar higher education institutions disagree 
that three Lamar higher education institutions received more in state and federal 
emergency appropriations than they needed to cover costs associated with 
Hurricane Katrina and Hurricane Rita.  Management also disagrees that all four 
institutions overstated their revenue losses.  Management asserts that the Lamar 
higher education institutions have incurred hurricane-related expenditures and 
revenue losses that exceed insurance proceeds and state and federal emergency 
appropriations, see Chapter 5 page 18. However, management agrees that, if any 
of its reimbursements exceeds actual hurricane-related losses, it should reimburse 
the excess.   
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Management agrees that Lamar University was unable to provide auditors with a 
complete and accurate account of all of its hurricane-related expenditures that 
fully reconciled with its internal accounting systems. Management also agrees that 
Lamar University received double reimbursement for expenditures already paid for 
with state emergency appropriations. See Chapter 5, page 13, for management’s 
detailed responses. 

Auditor Follow-up Comment 

The management responses refer to a recent State Auditor’s Office report that the 
System and institutions assert provides a methodology for calculating revenue 
losses.  However, the System and institutions did not follow that methodology 
because they included projected future growth in enrollment and allowed for 
multiple years of tuition revenue loss/formula funding. 

Summary of Objectives, Scope, and Methodology 

The objectives of this audit were to determine: 

 How the Lamar higher education institutions calculated and supported 
expenditure and revenue losses attributable to Hurricane Katrina and Hurricane 
Rita. 

 How the System approved and allocated emergency funds. 

The scope of this audit included an analysis of state emergency appropriations and 
FEMA funds awarded to Lamar higher education institutions for September 23, 
2005, through May 24, 2008.  Additional hurricane-related expenditures through 
March 2009 were provided by the institutions and were not audited by the State 
Auditor’s Office.  

The audit methodology included conducting interviews, researching federal and 
state laws, reviewing method of funding distributions, reviewing hurricane 
expenditures and revenue losses, and analyzing Uniform Statewide Accounting 
System transactions.  Auditors did not perform any information technology control 
work on this audit because the primary accounting system that supported the 
majority of the expenditures tested was replaced in fiscal year 2008.  
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Detailed Results 

Chapter 1 

Lamar University Overstated Its Expenditures Related to Hurricane 
Katrina and Hurricane Rita 

As of May 24, 2008, the four Lamar higher education institutions had spent all 
$34,000,000 in state emergency appropriations, $21,025,290 in Federal 
Emergency Management Agency (FEMA) reimbursements, and $22,850 in 
insurance proceeds for expenditures and revenue losses attributed to 
Hurricane Katrina and Hurricane Rita, for a total of $55,048,140.  However, 
auditors determined that these higher education institutions had incurred 
$44,663,830 in hurricane-related expenditures and revenue losses as of May 
24, 2008.  In addition, these higher education institutions collectively applied 
52.2 percent of their state emergency appropriations toward revenue losses 
(see Chapter 2 for information related to revenue losses). 

All expenditures auditors tested were directly hurricane-related.  Auditors did 
not identify any discrepancies in expenditures at Lamar State College – Port 
Arthur, Lamar State College – Orange, and Lamar Institute of Technology.  

The Texas State University System and Lamar higher education institutions 
did not obtain required approval from the Legislative Budget Board and 
Governor’s Office prior to spending $8,043,009 in FEMA reimbursements 
received after May 24, 2006.    

Chapter 1-A  

Lamar University Overstated Its Expenditures Related to Hurricane 
Katrina and Hurricane Rita  

Lamar University did not have adequate controls in place to track its 
hurricane-related expenditures.  As a result, Lamar University:   

 Received $2,112,660 in reimbursements from state emergency 
appropriations to pay invoices that it had already paid using state 
emergency appropriations.  See Appendix 2, page 52, for the journal 
vouchers that Lamar University submitted related to those 
reimbursements. 

 Received $3,275,995 in FEMA reimbursements for expenditures it had 
already paid for with state emergency appropriations.  

Lamar University was unable to provide auditors with a complete and 
accurate account of all of its hurricane-related expenditures that fully 
reconciled with its internal accounting systems.  On multiple occasions, 
Lamar University supplied auditors with hurricane-related expenditure data 
that it had compiled using spreadsheets, rather than system-generated reports.  
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Each set of expenditure data and revenue loss estimates Lamar University 
provided to auditors during the course of the audit was different, which 
demonstrates that Lamar University was not always able to generate reliable 
financial information.  In addition, Lamar University did not always record 
hurricane-related expenditures to the dedicated hurricane-related accounts.  As 
a result, auditors manually reviewed 945,293 individual transactions to 
determine whether they were expenditures related to Hurricane Katrina and 
Hurricane Rita.   

Auditors also were unable to reconcile the cash and expenditure amounts in 
Lamar University’s accounting systems to the amounts in the Uniform 
Statewide Accounting System (USAS).  Auditors identified expenditures that 
Lamar University’s accounting systems indicated were paid for with local 
funds but that USAS indicated were paid for with state emergency funds from 
House Bill 63 (79th Legislature, 3rd Called Session).  While Lamar 
University prepared reconciliations of its internal accounting systems to 
USAS, those reconciliations were not supported by reports from these systems 
showing account balances and transactions. 

Auditors did not identify any discrepancies in expenditure reimbursements at 
Lamar State College – Port Arthur, Lamar State College – Orange, and Lamar 
Institute of Technology.  However, Lamar Institute of Technology did not 
charge its expenditures to the correct object codes in USAS.  Information in 
USAS indicated that Lamar Institute of Technology appeared to have no 
direct expenditures for repairs and damages from Hurricane Katrina and 
Hurricane Rita; however, auditors determined that Lamar Institute of 
Technology had $1,164,062 in direct expenditures for hurricane-related 
repairs and damages.  It is important to use the correct object codes to report 
expenditures in USAS because the State’s consolidated annual financial report 
is produced from the information stored in USAS. 
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Table 1 summarizes the FEMA, state, and insurance funds the Lamar higher 
education institutions received and expended related to Hurricane Katrina and 
Hurricane Rita. 

Table 1 

Funds Received and Expended Related to Hurricane Katrina and Hurricane Rita at Lamar Higher Education Institutions 
November 2005 – May 24, 2008 

 Lamar University 

Lamar State 
College – Port 

Arthur 

Lamar State 
College – 
Orange 

Lamar 
Institute of 
Technology Totals 

Funds Received as of May 24, 2008      

FEMA Payments Received before May 24, 2006     $12,403,925 $386,579 $   190,322 $      1,455 $12,982,281 

FEMA Payments Received after May 24, 2006   7,533,127 22,125 96,432 391,325 8,043,009 

State Emergency Appropriations   25,031,416 5,421,273 2,024,424 1,522,887 34,000,000 

Insurance Proceeds Received                 0      22,850                0              0        22,850 

Total Funds Received $44,968,468  $5,852,827  $2,311,178  $1,915,667  $55,048,140  

Funds Expended as of May 24, 2008      

Funds Expended
 
 $27,609,377  $1,425,809 $1,355,047  $1,032,676 $31,422,909 

Less:  Insurance premiums paid for auxiliary 
buildings from state emergency appropriations 690,006   0 0 0 690,006 

  Subtotal:  Funds Expended 26,919,371  1,425,809 1,355,047 1,032,676 30,732,903 

Revenue Losses  7,359,467 2,739,903 727,049 1,059,464 11,885,883 

FEMA Administrative Fee Received by 
Institution  135,685 9,174 6,735 8,856 160,450 

Expenditures Reimbursed with FEMA Funds 
Held Locally  0 368,021 86,113 472 454,606 

Expenditures Made but Not Submitted for 
Reimbursement before May 24, 2008  $1,389,477        22,507              0      18,004      1,429,988  

Total Funds Expended $35,804,000  $4,565,414  $2,174,944  $2,119,472  $44,663,830   

Excess of Funds Received over Funds 
Expended as of May 24, 2008 $9,164,468  $1,287,413  $136,234  ($203,805) $10,384,310   

Sources: USAS and auditors’ analysis. 

 

All expenditures tested were for hurricane-related costs. Auditors tested 167 
expenditures totaling $3,335,653 that the Lamar higher education institutions 
made between November 2005 and May 2008 and determined that all 
expenditures tested were for valid, hurricane-related costs.  

Reimbursements for insurance premium payments in 2007 and 2008 from state 
emergency appropriations may not have been appropriate. The Lamar higher 
education institutions spent $1,130,105 from state emergency appropriations 
to pay insurance premiums on education and general buildings as a condition 
for receiving public assistance on any future disasters of the same type 
immediately following the hurricane.  However, Lamar University also used 
$2,207,909 from state emergency appropriations to pay the premiums to 
renew those insurance policies in 2007 and 2008.  This amount includes 
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$690,006 in insurance premiums for auxiliary buildings that had been insured 
prior to Hurricane Rita.  The premium payments made in 2007 and 2008 for 
renewing the insurance policies did not appear to be direct costs related to 
damages and disruptions from Hurricane Rita.  Therefore, these premium 
payments should have been included as part of Lamar University’s operating 
budget, particularly the premium payments for insurance on auxiliary 
buildings that were covered by insurance prior to the hurricane. 

The Lamar higher education institutions did not deposit FEMA funds in the State 
Treasury in a timely manner.  The Department of Public Safety sent FEMA funds 
directly to the Lamar higher education institutions (instead of transferring the 
funds to the institutions’ appropriations in the State Treasury).  As a result, the 
institutions were responsible for depositing the funds into the State Treasury, 
and in some cases that did not occur until months later.  For example, one 
institution took 11 months to deposit a FEMA reimbursement into the State 
Treasury.  In addition, the FEMA appropriation activity in the USAS system 
did not reflect all FEMA funds received.  

Recommendations 

Lamar University should: 

 Reimburse the State for expenditure reimbursements received that 
exceeded its actual hurricane-related losses. 

 Determine whether the insurance premiums paid from state emergency 
appropriations were allowable costs and, if they were not allowable costs, 
reimburse the State accordingly. 

All Lamar higher education institutions should: 

 Use appropriate object codes to report expenditures in USAS. 

 Deposit federal reimbursement funds into the State Treasury in a timely 
manner. 
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House Bill 63 Requirements for 
Expending Additional FEMA 

Reimbursements 

SECTION 2.  APPROPRIATION.  (a)  In addition 
to other appropriated amounts that may be 
used for this purpose, the amount of $34 
million is appropriated out of the general 
revenue fund to the Texas State University 
System for the two-year period beginning on 
the effective date of this Act for the purpose 
of paying for or reimbursing payments for 
costs associated with damages or disruptions 
caused by Hurricane Katrina or Hurricane 
Rita and suffered by Lamar University or its 
related institutions.    

SECTION 3.  PREVENTION OF DOUBLE 
RECOVERY OR DOUBLE REIMBURSEMENT. (a)  
The purpose of this section is to prevent 
double recovery or double reimbursement for 
the same hurricane-related cost or 
expenditure. 

(b)  If the Texas State University System, 
Lamar University or one of its related 
institutions, or another state agency, 
institution, or office receives reimbursement 
from the federal government for 
expenditures made for a purpose described 
by Section 2 of this Act, the amounts 
received may not be spent without the prior 
approval of the governor and the Legislative 
Budget Board. A federal reimbursement 
described by this subsection shall be 
deposited in the state treasury and is 
considered to be undedicated general 
revenue. 

Source:  House Bill 63, 79th Legislature, 3rd 
Called Session. 

 

Chapter 1-B  

The Lamar Higher Education Institutions Did Not Obtain Required 
Approval from the Legislative Budget Board and Governor’s Office 
Prior to Spending FEMA Reimbursements Received After May 24, 
2006    

As of May 24, 2008, the Lamar higher education institutions had received 
$21,025,290 in FEMA reimbursements.  They received $8,043,009 (38.3 
percent) of that amount after state emergency funds had been appropriated.  

The Lamar higher education institutions had spent all of the 
FEMA reimbursements deposited in the State Treasury as of 
May 24, 2008.   

House Bill 63 required that, if the Texas State University 
System, Lamar University, or one of its related institutions 
received reimbursement from the federal government for 
expenditures for hurricane damages, the amounts received could 
not be spent without the prior approval of the Governor and the 
Legislative Budget Board (see text box for additional details).  
However, neither the Lamar higher education institutions nor the 
Texas State University System requested that approval.   

Recommendation  

All Lamar higher education institutions should reimburse the 
State for expenditure reimbursements received that exceeded 
their actual hurricane-related losses. 
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Chapter 2 

Three Lamar Higher Education Institutions Overstated Revenue 
Losses Related to Hurricane Katrina and Hurricane Rita 

As of May 2008, Lamar University, Lamar State College – Orange, and 
Lamar State College – Port Arthur had overstated revenue losses from 
Hurricane Katrina and Hurricane Rita by $5,723,067.  These institutions 
attributed the majority of the revenue losses to tuition and fee losses.  Table 2 
presents the revenue loss amounts each higher education institution reported 
compared with revenue loss amounts that auditors calculated.  

Table 2 

Revenue Losses Attributed to Hurricane Katrina and Hurricane Rita 
at Lamar Higher Education Institutions 

Fiscal Year 2006 through Fiscal Year 2008 (as of May 24, 2008) 

Amount Reimbursed to the Higher Education Institution 

Higher 
Education 
Institution 

Fiscal Year 
2006 

Fiscal Year 
2007 

Fiscal Year 
2008 Total 

Revenue Loss 
Calculated by 

Auditors 
(Fiscal Years 2006-

2008) a    

Difference 
Between Amount 

Reimbursed to the 
Higher Education 
Institution and 
Revenue Loss 
Calculated by 

Auditors 

Lamar 
University  $3,785,625 $4,018,751 $4,165,833 $11,970,209 $7,359,467   $4,610,742  

Lamar State 
College – Port 
Arthur 961,613 2,158,976 897,000 4,017,589 2,739,903  1,277,686  

Lamar State 
College – 
Orange 396,363 473,656 0 870,019 727,049  142,970  

Lamar 
Institute of 
Technology 310,145  436,763   4,225   751,133 1,059,464  (308,331)  

Totals $5,453,746 $7,088,146 $5,067,058 $17,608,950 $11,885,883  $5,723,067 

a
 Auditors’ calculations include tuition and fee losses from fiscal year 2006 through the Spring 2008 semester.  This calculation also 

included refunds to students, prison and workforce contract losses, and auxiliary losses incurred in the Fall 2005 semester. 

Sources: Amounts reimbursed for revenue loss were obtained from USAS.  All other data was based on auditors’ analysis.   

 

The Lamar higher education institutions did not use a consistent methodology 
for calculating revenue losses.  Each institution used its own methodology, 
and some institutions changed their methodologies each year.  All four 
institutions reported estimated revenue losses in fiscal year 2007 that were 
higher than in fiscal year 2006, the year the hurricane occurred.  Lamar 
University also reported estimated revenue losses in fiscal years 2007 and 
2008 that were higher than in fiscal year 2006.  In addition, auditors 
encountered difficulty in determining whether revenue losses in fiscal years 



 

An Audit Report on 
Financial Transactions Associated with Hurricane Katrina and Hurricane Rita 

at the Lamar Higher Education Institutions and the Texas State University System  
SAO Report No. 09-035 

April 2009 
Page 7 

 

2007 and 2008 were directly attributable to Hurricane Katrina and Hurricane 
Rita. 

For fiscal year 2006, Lamar University, Lamar State College – Orange, and 
Lamar State College – Port Arthur all recognized revenue losses that the State 
Auditor’s Office reported in 2006.2  Lamar Institute of Technology did not 
recognize the full revenue loss that the State Auditor’s Office reported in 
2006, and it adjusted its revenue losses after Spring 2006 enrollment numbers 
were final. 

Auditors recalculated revenue losses for fiscal years 2006 through 2008 using 
student semester credit hours and enrollment data from calendar year 2005 
through fiscal years 2006-2008.  Auditors excluded Fall 2005 from fiscal year 
2006 because it was the semester when the hurricane occurred and was used 
as the base year.  Auditors included all losses that occurred in the base year, 
which would include items such as student refunds, lost revenues from 
contracts, and auxiliary losses. Auditors also included any increases in tuition 
and fees when calculating the revenue losses for each fiscal year.      

Lamar University received the same amount of General Revenue formula 
funding in fiscal years 2008 and 2009 that it received in fiscal years 2006 and 
2007, including “hold harmless” funds totaling $554,432 for the 2008-2009 
biennium.  Lamar State College - Port Arthur, Lamar State College - Orange, 
and Lamar Institute of Technology collectively received $1.47 million more in 
formula funding for fiscal years 2008 and 2009 than they received in fiscal 
years 2006 and 2007.   

Lamar University overstated revenue losses resulting from Hurricane Rita by $4,610,742 
for fiscal years 2006 through 2008. Lamar University reported revenue losses of 
$11,970,209; however, it was unable to provide supporting documentation for 
the calculations it used to determine revenue losses for these years. Lamar 
University attempted to recalculate its 2007 and 2008 revenue losses, but its 
recalculation did not result in the same amounts it originally reported for those 
years.  Lamar University did not include graduate student enrollment in its 
estimates for tuition and revenue losses. In addition, the methodology to 
recalculate these losses was different than the methodology Lamar University 
provided to the Legislative Budget Board.  Using a methodology auditors 
developed, auditors calculated revenue losses of $7,359,467 for fiscal years 
2006 through 2008.  Therefore, Lamar University overstated revenue losses 
by $4,610,742.    

Lamar State College – Port Arthur overstated revenue losses resulting from Hurricane 
Rita by $1,277,686 for fiscal years 2006 through 2008.  Lamar State College – Port 
Arthur was reimbursed $4,017,589 for revenue losses for fiscal years 2006 
through 2008.  It calculated these losses using actual tuition and fees revenue 

                                                 
2 See A Review of the Financial Impact of Hurricane Rita at Lamar University and Lamar Two-Year Colleges (State Auditor’s 

Office Report No. 06-314, January 2006).   



 

An Audit Report on 
Financial Transactions Associated with Hurricane Katrina and Hurricane Rita 

at the Lamar Higher Education Institutions and the Texas State University System  
SAO Report No. 09-035 

April 2009 
Page 8 

 

for each year and compared those amounts with 2005 tuition and fee revenue 
amounts (with adjustments for the increase in tuition and fee rates).  Auditors 
recalculated revenue losses of $2,739,903 for Lamar State College – Port 
Arthur for fiscal years 2006 through 2008.  Therefore, Lamar State College – 
Port Arthur overstated revenue losses by $1,277,686.   

Lamar State College – Orange overstated revenue losses recognized as a result of 
Hurricane Rita by $142,970 for fiscal years 2006 and 2007.  For fiscal years 2006 and 
2007, Lamar State College – Orange was reimbursed $870,019 for revenue 
losses. Lamar State College – Orange originally calculated its revenue losses 
for fiscal year 2007 using actual tuition and fee revenue and estimated 
discounts and allowances and compared those amounts with 2005 tuition and 
fee revenue.  However, this produced a larger loss than the institution was 
comfortable reporting, so it instead estimated its revenue loss as equal to one 
month’s worth of payroll expenditures.  Although this produced a more 
conservative estimate of revenue loss, it still exceeded actual revenue losses.  
Auditors recalculated revenue losses of $727,049.  Therefore, Lamar State 
College – Orange overstated revenue losses by $142,970.  

Lamar Institute of Technology understated its revenue losses by $308,331 for fiscal 
years 2006 and 2007.  Lamar Institute of Technology was reimbursed $751,133 
for revenue losses.  Auditors calculated revenue losses of $1,059,464.  
Therefore, Lamar Institute of Technology understated revenue losses by 
$308,331.  Lamar Institute of Technology did not request reimbursement for 
the full amount of its revenue losses because it had received reimbursement 
for the full amount of funds allocated to it by the Texas State University 
System Office from the state emergency appropriations.   

Recommendations  

All Lamar higher education institutions should: 

 Reimburse the State for revenue loss reimbursements received that 
exceeded their actual losses. 

 Consult the Legislative Budget Board and Governor’s Office on the 
appropriate amount of time revenue losses should be considered in the 
event of a future disaster. 
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Chapter 3 

The Texas State University System Allocated State Emergency 
Appropriations to the Lamar Higher Education Institutions, But It Did 
Not Monitor the Institutions’ Reported Expenditures and Revenue 
Losses 

The Texas State University System (System) initially allocated state 
emergency appropriations to the Lamar higher education institutions based on 
(1) hurricane-related expenditures and revenue losses estimated by the State 
Auditor’s Office in January 20063, (2) federally required insurance premiums 

for the first year of insurance on education and general buildings, 
and (3) federal reimbursements that the Lamar higher education 
institutions had received prior to appropriation of state 
emergency funds. The System’s initial allocation of state 
emergency appropriations was designed to make each of the 
Lamar higher education institutions whole with respect to the 
expenditures and revenue losses associated with damages or 
disruptions caused by Hurricane Katrina and Hurricane Rita.  

The System modified its initial funding allocation based on 
information provided by the Lamar higher education institutions 
after they obtained better estimates.  The System decreased 
allocations of funds to Lamar University and the Lamar Institute 
of Technology, and it increased allocations of funds to Lamar 
State College - Port Arthur and the Lamar State College - 
Orange.   

The System did not perform any reviews of the Lamar higher 
education institutions’ supporting documentation for their 
reported hurricane-related expenditures and revenue losses.  In 
addition, the System did not issue uniform, written, and detailed 
procedures to the Lamar higher education institutions for the 
purpose of calculating hurricane-related revenue losses and 
accounting for hurricane-related expenditures and revenue 
losses.  As a result, the System did not ensure the accuracy or 
reasonableness of additional state emergency appropriations 
requested by the Lamar higher education institutions.  

In addition, the System did not develop, or require the Lamar higher education 
institutions to develop, processes to obtain the approval of the Governor and 
the Legislative Budget Board prior to spending federal reimbursements 
received after the appropriation of state emergency funds.  As a result, the 
Lamar higher education institutions spent $8,043,009 in reimbursements from 

                                                 
3 See A Review of the Financial Impact of Hurricane Rita at Lamar University and Lamar Two-Year Colleges, State Auditor’s 

Office Report No. 06-314, January 2006). 

House Bill 63 Requirements for the Texas 
State University System 

SECTION 2. APPROPRIATION  

(a) In addition to other appropriated 
amounts that may be used for this 
purpose, the amount of $34 million is 
appropriated out of the general revenue 
fund to the Texas State University System 
for the two-year period beginning May 24, 
2006 for the purpose of paying for or 
reimbursing payments for costs associated 
with damages or disruptions caused by 
Hurricane Katrina or Hurricane Rita and 
suffered by Lamar University or its related 
institutions. 

(b) The Texas State University System shall 
distribute the money appropriated by 
Subsection (a) of this section to Lamar 
University and its related institutions, 
allocating the money among Lamar 
University and its related institutions as 
the system considers appropriate to 
address the hurricane-related needs of 
those institutions. 

SECTION 3. PREVENTION OF DOUBLE 
RECOVERY OR DOUBLE REIMBURSEMENT 

(b) If the Texas State University System, 
Lamar University or one of its related 
institutions, or another state agency, 
institution, or office receives 
reimbursement from the federal 
government for expenditures made for a 
purpose described by Section 2 of this Act, 
the amounts received may not be spent 
without the prior approval of the Governor 
and the Legislative Budget Board.  
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the federal government while House Bill 63 was in effect without receiving 
the prior approval of the Governor and the Legislative Budget Board.  

Recommendations  

In the event of future disasters, the System should: 

 Provide uniform, written, detailed procedures to the affected higher 
education institutions for calculating and accounting for expenditures and 
revenue losses associated with the disaster. 

 Review supporting documentation for expenditure and revenue loss 
reports submitted by the affected higher education institutions for 
accuracy and reasonableness. 

 Develop processes to ensure compliance with all requirements of the 
legislation related to the disaster. 

 Provide training to affected higher education institutions on appropriate 
accounting practices to track disaster-related expenditures and revenues.  
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Chapter 4 

Total Funds the Lamar Higher Education Institutions Have Already Received 
and Expect to Receive Exceed Their Expenditures and Revenue Losses 

The amount that the Lamar higher education institutions have already received and expect to receive exceeds 
auditors’ estimates of hurricane-related expenditures and revenue losses by $21,106,932.  Table 3 presents the 
Lamar higher education institutions’ sources and uses of funds related to Hurricane Katrina and Hurricane Rita.   

Table 3 

Sources and Uses of Funds Attributed to Hurricane Katrina and Hurricane Rita at Lamar Higher Education Institutions 
November 2005 – March 2009  

 
Lamar 

University 
Lamar State College – 

Port Arthur 
Lamar State College 

– Orange 
Lamar Institute of 

Technology Totals 

Sources of Funds:      

FEMA Payments Received before 
May 24, 2006  $12,403,925  $386,579  $   190,322  $      1,455 $12,982,281 

FEMA Payments Received after May 
24, 2006  7,533,127 22,125 96,432 391,325 8,043,009 

State Emergency Appropriations  25,031,416  5,421,273  2,024,424  1,522,887  34,000,000 

Insurance Payments Received  0 22,850  0 0 22,850 

Future Funds:      

    FEMA Claims Awaiting Payment a 
 5,927,942  853,481  784,756  473,823  8,040,002 

    FEMA Estimated Future Claims  1,124,411              0               0               0 1,124,411 

    Insurance Claims Pending      3,443,348                0                0                0     3,443,348 

Total Sources  $55,464,169  $6,706,308  $3,095,934  $2,389,490  $67,655,901  

Uses of Funds:      

Funds Expended   $  27,609,377 $1,425,809 $1,355,047  $1,032,676 $31,422,909 

Less:  Insurance premiums paid for 
auxiliary buildings from state 
emergency appropriations 690,006   0 0 0 690,006 

  Subtotal:  Funds Expended $26,919,371  $1,425,809 $1,355,047 $1,032,676 $30,732,903 

Revenue Losses   7,359,467 2,739,903 727,049 1,059,464 11,885,883 

FEMA Administrative Fee Received 
by Institution  164,502 25,091 21,500 17,973 229,066 

Expenditures Reimbursed with 
FEMA Funds Held Locally  0 368,021 86,113 472 454,606 

Expenditures Not Submitted for 
Reimbursement before May 24, 
2008  1,389,477 22,507 0 18,004      1,429,988 

Expenditures Not Submitted for 
Reimbursement after May 24, 2008  $1,345,451                  0                0      39,806    1,385,257 

Encumbrances (estimates) to Finish 
Repair Work 431,266

b
               0               0               0       431,266 

Total Uses $37,609,534 $4,581,331  $2,189,709  $2,168,395  $46,548,969  

Excess of Sources over Uses $17,854,635 $2,124,977  $906,225   $   221,095 $21,106,932  

a  FEMA Claims Awaiting Payment could be lowered based on adjustments to auxiliary buildings that were covered by insurance. 
b The University estimates that it will need an additional $431,266 to finish the building repair work. 

Sources: USAS, the higher education institutions’ internal accounting systems and FEMA project worksheets, and auditors’ analysis.  
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As Table 3 shows, the funds that the Lamar higher education institutions have 
already received and the funds these institutions expect to receive total 
$67,655,901.  Auditors’ analysis determined that the Lamar higher education 
institutions sustained $46,548,969 in hurricane-related expenditures and 
revenue losses.  Therefore, the difference between potential recovered funds 
and actual hurricane-related expenditures and revenue losses is $21,106,932. 
The Lamar higher education institutions have already received $55,048,140 to 
cover expenditures and revenue losses associated with Hurricane Katrina and 
Hurricane Rita.  The Lamar higher education institutions could potentially 
receive an additional $12,607,761 to cover expenditures and revenue losses 
associated with Hurricane Katrina and Hurricane Rita.  This includes: 

 $8,040,002 in outstanding claims that the Lamar higher education 
institutions have filed with FEMA but that FEMA has not yet paid.  Of 
that amount, $5,927,942 (73.7 percent) is for Lamar University.  It is not 
known when these claims will be paid or the amount that the Lamar higher 
education institutions will receive.  Lamar higher education institutions 
should track their outstanding claims to ensure that they continue to 
pursue and receive all future reimbursements due to the State.    

 $1,124,411 in future FEMA claims that Lamar University has estimated 
for project cost overruns.  Payment for future FEMA claims is contingent 
on a final audit by FEMA that has not yet been scheduled.  FEMA may 
pay only up to the amount of the insurance deductible for damages 
sustained to auxiliary properties that are covered by insurance, which 
could reduce the amount of FEMA funds that remain to be collected.   

 $3,443,348 in pending insurance claims that Lamar University has not yet 
received from insurer FM Global for its auxiliary buildings that were 
insured prior to Hurricane Rita.   

Recommendations  

All Lamar higher education institutions should: 

 Refund to the State any future federal reimbursements and insurance 
proceeds received that exceed their actual losses. 

 Consult with the Office of the Comptroller of Public Accounts to ensure 
that future expected FEMA reimbursements are reported and tracked 
properly.   
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Chapter 5 

Management’s Responses 
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Appendices 

Appendix 1 

Objectives, Scope, and Methodology 

Objectives 

The objectives of this audit were to determine: 

 How the Lamar higher education institutions calculated and supported 
expenditure and revenue losses attributable to Hurricane Katrina and 
Hurricane Rita. 

 How the Texas State University System (System) approved and allocated 
emergency funds. 

Scope 

The scope of this audit included an analysis of state emergency appropriations 
and Federal Emergency Management Agency (FEMA) funds awarded to 
Lamar higher education institutions for September 23, 2005, through May 24, 
2008.  Additional hurricane-related expenditures through March 2009 were 
provided by the institutions and were not audited by the State Auditor’s 
Office.    
 
Methodology 

The audit methodology included conducting interviews, researching federal 
and state laws, reviewing method of funding distributions, reviewing 
hurricane expenditures and revenue losses, and analyzing Uniform Statewide 
Accounting System (USAS) transactions. 

Information collected and reviewed included the following:   

 House Bill 63 (79th Legislature, 3rd Called Session) funding allocation 
methodology. 

 Hurricane expenditure data from the higher education institutions’ 
accounting systems. 

 Chart of accounts and list of Hurricane Rita accounts.  

 The higher education institutions’ expenditure analysis. 

 USAS transactions. 
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 Invoices, purchase orders, and other supporting documentation for 
expenditures. 

 Accounts payable policies and procedures. 

 Revenue loss methodologies and calculations. 

 Enrollment data and tuition and fee rates. 

 FEMA project worksheets. 

 FEMA payments. 

 Deposits to the State Treasury. 

Procedures and tests conducted included the following:   

 Conducted interviews with the Legislative Budget Board, the System, and 
personnel at each Lamar higher education institution. 

 Reviewed supporting documentation for selected expenditures. 

 Verified each higher education institution’s method of calculating revenue 
losses and compared estimated revenue losses to recalculated actual 
amounts. 

 Determined how the System approved and allocated emergency 
appropriations. 

 Performed analysis of data from USAS. 

 Compared the higher education institutions’ expenditure analysis to 
amounts recorded in USAS. 

 Analyzed the higher education institutions’ detailed reimbursement 
information. 

 Reviewed building insurance premiums and outstanding insurance 
settlements. 

Criteria used included the following:   

 House Bill 63 (79th Legislature, 3rd Called Session), which became 
effective on May 24, 2006, and expired on May 24, 2008. 

 FEMA initial disaster declaration and subsequent amendments authorizing 
FEMA reimbursements for public assistance.   

 Code of Federal Domestic Assistance 97.036 FEMA Public Assistance 
Guide.   

 FEMA Agency Policy Guide. 
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 General Appropriations Act (80th Legislature). 

 Article 7, Texas Constitution. 

 USAS appropriation rules. 

 Higher education institution policies and procedures. 

Project Information 

Audit fieldwork was conducted from February 2009 through March 2009.  We 
conducted this performance 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.   

The following members of the State Auditor’s staff performed the audit: 

 Stacey Williams, CGAP (Project Manager) 

 Tony White, CFE (Assistant Project Manager) 

 Michelle DeFrance, CPA 

 Rachel Goldman 

 Cindy Haley, CPA 

 Jenay Oliphant  

 Lisa M. Thompson 

 Michael Yokie, CISA (Information Systems Audit Team) 

 Charles P. Dunlap, Jr., CPA (Quality Control Reviewer) 

 Ralph McClendon, CCP, CISA, CISSP (Audit Manager) 
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Appendix 2 

Lamar University Journal Vouchers Associated with Duplicate 
Reimbursements 

Lamar University received $2,112,660 in reimbursements from state 
emergency appropriations to pay invoices that it had already paid using state 
emergency appropriations.  Of that amount, Lamar University: 

 Received $535,542 through the $535,855.14 line item on the journal 
voucher presented below (not all of the amount of that line item was 
associated with duplicate reimbursement).  

 Received $1,576,123 through the $1,716,271.67 line item on the journal 
voucher presented on the next page (not all of the amount of that line item 
was associated with duplicate reimbursement).  

 Received the remaining $995 through another journal voucher that is not 
presented in this appendix. 
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Appendix 3 

Hurricane-related Funds Received and Expended at Lamar Higher 
Education Institutions as of March 2009 

Figure 1 

Funds Received and Expended Related to Hurricane Rita and Hurricane Katrina 
At Lamar Higher Education Institutions as of March 2009 
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Appendix 4 

Related State Auditor’s Office Reports  

Recent SAO Work 

Number Product Name Release Date 

09-023 An Audit Report on the Texas State University System Foundation, Inc. and 
Transactions Involving the Texan Hall Dormitory at Angelo State University March 2009 

06-314 A Review of the Financial Impact of Hurricane Rita at Lamar University and Lamar 
Two-Year Colleges  January 2006 
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