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Texas Southern University (University) had significant weaknesses in its 

financial processes related to procurement, asset management, and 

financial reporting. The University did not consistently comply with 

established procurement processes; for example, University departments 

ordered directly from vendors without first obtaining the required 

approvals and budget checks, which creates legal and financial obligations 

for the University. In addition, the University could not locate or 

determine the value of all its assets because it did not have a complete 

and accurate asset inventory.  

The University’s financial reporting was delayed and contained errors, 

limiting stakeholders’ ability to make informed decisions. Staffing gaps in 

critical functions contributed to poor asset oversight and the financial 

reporting issues. 

The University had certain information technology processes in place to 

safeguard its data; however, it did not appropriately restrict access to its 

financial system.  

• The University overrode safeguards to make purchases 

that did not comply with applicable requirements. 

• The University was unable to determine which assets it 

did or did not possess due to insufficient recordkeeping. 

• The University did not submit timely and accurate 

financial information to the Office of the Comptroller of 

Public Accounts. 
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This audit started in May 2025 

and focused on procurement 

activities and asset 

management functions from 

September 1, 2022, through 

July 31, 2025, as well as an 

assessment of financial 

reporting processes for fiscal 

years 2023 and 2024. The 

audit was conducted in 

accordance with Texas 

Government Code, Sections 

321.013, 321.0131, and 

321.0132.  

Financial Processes at 
Texas Southern University 

Lisa R. Collier, CPA, CFE, CIDA 

State Auditor 

 

PRIORITY 

SIGNIFICANT WEAKNESSES IN FINANCIAL AND OPERATIONAL PROCESSES 

• The University had significant weaknesses in its procurement processes.  |  pg. 4  

• The University did not ensure that assets were properly safeguarded—50 (83 percent) of 
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Summary of Management’s Response 

Auditors made recommendations to address the issues identified during this 

audit, provided at the end of Chapter 1 in this report. The University agreed 

with the recommendations. See Appendix 2 for the University’s response. 

Ratings Definitions 

Auditors used professional judgment and rated the audit findings identified in this 

report. The issue ratings identified for each chapter were determined based on the 

degree of risk or effect of the findings in relation to the audit objective(s). 

 

 

 

 

For more on the methodology for issue ratings, see Report Ratings in Appendix 1.

 
PRIORITY: Issues identified present risks or effects that if not addressed could critically affect the 

audited entity’s ability to effectively administer the program(s)/function(s) audited. Immediate 

action is required to address the noted concern(s) and reduce risks to the audited entity. 

 
HIGH: Issues identified present risks or effects that if not addressed could substantially affect the 

audited entity’s ability to effectively administer the program(s)/function(s) audited. Prompt action is 

essential to address the noted concern(s) and reduce risks to the audited entity. 

 
MEDIUM: Issues identified present risks or effects that if not addressed could moderately affect the 

audited entity’s ability to effectively administer the program(s)/function(s) audited. Action is 

needed to address the noted concern(s) and reduce risks to a more desirable level. 

 
LOW: The audit identified strengths that support the audited entity’s ability to administer the 

program(s)/function(s) audited or the issues identified do not present significant risks or effects that 

would negatively affect the audited entity’s ability to effectively administer the 

program(s)/function(s) audited. 
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DETAILED RESULTS 
 

 

 
 

Chapter 1 

Significant Weaknesses in Financial 

and Operational Processes 

The University overrode safeguards in its financial and 
operational processes. 

Texas Southern University (University) had significant weaknesses in its 

financial processes that reduced its ability to (1) comply with required 

purchasing procedures, (2) safeguard its assets and maintain complete and 

accurate asset records, (3) prepare and submit reliable financial information to 

the State in a timely manner, and (4) restrict user access to its financial system 

to appropriate individuals.  

Overall Operations. The University did not consistently follow its policies and 

procedures for procurement, asset management, financial reporting, and 

information technology. In addition, it had not reviewed most of those 

procedures every three years as required by University policies. Specifically, the 

last documented review of many policies was in 2010.  

Additionally, the University had vacancies in key positions for extended 

periods. Establishing well-developed and documented processes, providing 

staff training, and promoting adherence to those processes could help the 

University address the weaknesses identified in this report and promote more 

effective continuity of operations.  
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Procurement Processes 

The University did not comply with its procurement 
requirements. 

The substantial weaknesses in the University’s procurement practices resulted 

in unapproved purchasing. The University overrode safeguards to make 

purchases that did not comply with applicable requirements.  

Inaccurate Expenditure Data. The University could not 

provide an accurate report of its expenditures from Banner, 

the official system of record for financial information (see 

text box). The expenditure data provided for this audit 

included duplicate expenditure amounts, which significantly 

inflated the total amounts spent. As a result, the monetary 

impact of some analyses provided in this chapter could not be 

quantified.  

Non-compliance With Requisition Requirements. The 

University’s procurement processes required the creation and 

approval of a requisition prior to making a purchase. 

However, University departments ordered directly from 

vendors without completing requisitions, which are designed to obtain and 

document approvals and assess the impact on departmental budgets. 

Specifically, the University paid all 60 invoices tested, totaling $102,100, for 

purchases that were made without first obtaining requisitions. Further analysis 

revealed that a total of 8,144 vendor invoices were dated before the purchase 

requisitions were made, confirming that the University did not always follow its 

procurement processes. As a result, the University incurred unauthorized 

spending, which creates the risk of budget overruns.  

Banner 

Banner is a system used 

primarily by universities 

to manage 

administrative and 

academic functions such 

as student information, 

finance, and human 

resources.  

Source: Ellucian Banner 

website  
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Lack of Access to Required Information. When 

the University departments properly obtained 

requisitions prior to purchases, they did not 

consistently ensure that all documentation 

required for certain spending thresholds, such as 

quotes, bids, and board approvals (see text box), 

was available to the purchasing staff for review 

prior to processing purchases. Specifically, the 

University departments did not make the 

necessary documentation available to purchasing 

staff for 22 (37 percent) of 60 invoices tested. By 

making purchases without all the necessary 

information, the University cannot ensure that it 

gets the best value.  

The University ultimately provided some of the 

necessary documentation (e.g., quotes, contracts, 

and board approvals) in response to auditor 

requests. However, this information had not been 

uploaded into Banner or the University’s contract 

database, the Legal Management System (LMS), 

and therefore it was not available for purchasing staff to review at the time the 

purchases were made. For example, the University asserted that it had to 

contact several vendors to obtain missing quotes for the audit, further 

indicating that this information had not been maintained or reviewed as 

required during the purchasing process. 

Lack of a Process to Verify Contracts’ Validity. The University required 

contracts for purchases over $25,000. Although high dollar values were 

involved, the University did not have a process in place to verify that valid 

contracts were in place before processing requisitions and payments. Despite a 

University directive instructing staff to enter all contract information in LMS 

beginning November 2020, contract information was decentralized, which 

limited the staff’s ability to verify contract terms and effective dates.  

Of 60 invoices tested, the University provided valid contracts for 46 (77 

percent) vendor invoices. However, because the contract information for those 

vendors was not always in LMS, the University had to perform extensive 

research to obtain some of the signed contracts for the audit, asserting that the 

majority of contracts provided were obtained from the originating departments 

or employees’ email accounts. This demonstrates that in some cases the 

Spending Thresholds for Purchases 

The University’s procurement 

requirements increase according to 

these four tiers of purchase amounts:  

• $0 to $4,999: No quote required if 

vendor is on the University’s 

approved vendors list. 

• Between $5,000 and $24,999: 

Purchase orders required. Must 

obtain at least three informal quotes. 

• Between $25,000 and $99,999: 

Contracts required for services. 

Formal solicitation issued to obtain a 

minimum of three sealed bids.  

• $100,000+: Board of Regents approval 

and the chief financial officer’s 

signature required, in addition to the 

requirements of the previous tier. 

Source: The University 
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University lacked the fundamental information necessary to justify moving 

forward with the completed purchases and payments. 

Having a valid contract in place before receiving a good or service is important 

because the contract defines performance expectations, total cost, liability 

protection, and avenues for legal recourse.  

According to the University’s LMS and Banner data, 743 invoices were paid to 

vendors whose contracts had expired, confirming that the University was not 

checking the contracts before making payments. Approving invoices without 

reviewing the underlying contract creates risks of overpayments, duplicate or 

unauthorized charges, and receipt of goods and services that do not meet 

contract specifications. 

Inaccurate Contract Data. LMS did not have accurate or complete contract 

information as required by the University’s directives. Specifically, the LMS 

records for 58 (97 percent) of 60 vendors tested did not match the 

corresponding contract documentation. Inaccuracies in the University’s LMS 

contract data included incorrect start and termination dates, contract numbers, 

approval statuses, and amounts. Further, some University contracts were not 

listed in LMS. 

The identified procedural deficiencies, absence of a process to verify contract 

validity, and unreliable contract information significantly increase the risk of 

unauthorized or noncompliant purchases, fiscal mismanagement, and potential 

legal and financial liabilities.  

Asset Management 

The University was unable to determine asset locations 
or values due to insufficient asset management. 

Significant deficiencies in the University’s asset management functions 

prevented it from accurately accounting for and protecting its assets. Texas 

Government Code, Chapter 403, requires state entities to accurately account 

for their assets.  

The University had not been conducting the annual physical inventory required 

by its policy. The University asserted that it last conducted an annual inventory 
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verification in 2019. The lack of regular inventories contributed to the 

University’s inability to locate 50 (83 percent) of 60 assets tested that were 

recorded in Banner; the 50 missing assets had a total purchase value of $3.2 

million.  

The deficiencies in asset management extended to asset records in Banner, 

which were incomplete and contained substantial inaccuracies. For example, in 

the 60 assets tested, the following issues were identified: 

• Over half either had no custodians listed or the custodians listed were 

former employees (custodians are the individuals responsible for the 

care and control of assets). 

• The asset’s value was not always accurate. Of the 381 capital assets 

tested, 12 either were not being depreciated or contained incorrect 

useful-life estimates, which are a component of depreciation 

calculation. An additional asset was not being depreciated and lacked 

useful-life information.  

• The University did not consistently track asset disposals. As a result, 

assets that had been auctioned or written off, including a $560,000 bus 

for which the University had already been reimbursed by insurance, 

continued to be reported and depreciated in Banner.  

While performing on-site inventory verification, auditors selected 60 additional 

assets and attempted to locate the corresponding asset records in Banner; 

more than half were not listed in Banner. For example, within the University’s 

radio station, which comprised ten rooms containing multiple pieces of 

equipment, only three assets were tagged and recorded in Banner.  

The University also maintained a separate Microsoft Access asset database that 

was not integrated with Banner. More than 7,700 assets in that database could 

not be found in Banner. According to the University, a staff member elected to 

create the Access database rather than use Banner despite the risk of 

inconsistent asset tracking. 

These conditions demonstrate a significant breakdown in asset accountability 

as well as the unreliability of the University’s official asset records. The lack of 

asset tracking was exacerbated by vacancies in associated positions. For 

example, one warehouse manager position remained vacant for four years. 

 
1 These 38 capital assets are part of the 60 assets selected for physical verification.  
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The failure to perform required annual inventories, the absence of a centralized 

asset listing, and the lack of complete and accurate asset data in Banner 

creates a high risk that assets may be lost, stolen, or misused without detection 

and that financial statements may be misstated.  

Financial Reporting 

The University did not provide timely and accurate 
financial information to the State. 

Significant weaknesses in the University’s financial reporting processes resulted 

in untimely and inaccurate financial information reported to the Office of the 

Comptroller of Public Accounts (Comptroller’s Office). 

Delayed and Inaccurate Financial Reporting. The University’s financial 

information was not reported accurately and in a timely manner as required by 

the Comptroller’s Office. Specifically, audited financial statements for fiscal 

years 2023 and 2024 were completed 10 months and 4 months, respectively, 

after the deadline set by the Comptroller’s Office. In addition, the University 

submitted unaudited financial information that contained significant errors to 

the Comptroller’s Office for both fiscal years. For example, the payments of 

principal on debt for fiscal year 2023 and fiscal year 2024 were misstated by 

$86.5 million and $77.3 million, respectively, which misrepresented the 

amounts that the University paid towards bonds. These errors were 

subsequently identified by either the University or the external auditors and 

the University corrected the errors for its audited financial statements.  

However, because the audited financial statements were late, the 

Comptroller’s Office had to make corrections to the unaudited financial 

information submitted for the State’s annual comprehensive financial report.  

Staffing Shortages. Due to staffing shortages the University did not consistently 

comply with its internal processes, such as completing certain reconciliations 

and financial transaction reviews, to help ensure financial data accuracy.  

Not presenting timely and accurate financial information limits accountability, 

transparency, and stakeholders’ ability to make informed decisions about the 

University.  
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Information Technology 

The University generally secured its information 
systems; however, it did not always restrict user access 

to Banner. 

The University had certain information technology processes in place to 

safeguard its data. For example, it performed penetration testing and internal 

vulnerability scanning of servers and remediated identified vulnerabilities. 

Access to the Uniform Statewide Accounting System, the State’s accounting 

system, was appropriately restricted. However, the University did not 

effectively restrict user access to Banner for 9 (3 percent) of the 303 users. 

Unauthorized access to the University’s system of record could affect the 

reliability of its financial records.  

Recommendations  

The University should review and update its policies and procedures as 

required.  

The University should ensure it produces accurate expenditure reports. 

To strengthen procurement safeguards and ensure compliance with 

procurement requirements, the University should:  

• Enforce its policy to require departments to obtain approved 

requisitions prior to incurring an expenditure.  

• Obtain and maintain the required quotes, bids, contracts, and board 

approvals according to its spending threshold requirements. 

• Develop a process to verify that valid contracts are in place before 

processing requisitions and invoice payments. 

• Ensure that its designated contract database contains complete and 

accurate information for all University contracts.  

• Require regular procurement and contract management training for 

departmental purchasers, approvers, and contract managers, focusing 
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on proper requisition procedures and contract verification and 

documentation standards.  

The University should strengthen its asset management processes to ensure 

that all assets are accurately recorded, properly safeguarded, and annually 

verified. Specifically, the University should:  

• Enforce the annual inventory requirements and require documentation 

of completion.  

• Establish a complete and centralized asset listing in Banner by 

conducting a comprehensive physical inventory of all assets and 

evaluating whether the asset records in the Microsoft Access database 

should be included in Banner.  

• Regularly update all asset records to ensure complete and accurate 

information, such as asset locations, custodian assignments, 

depreciation data, and disposal records. 

• Require regular training for staff involved in property management. 

• Establish periodic monitoring controls and require departments to 

submit inventory reports and correct discrepancies promptly.  

To ensure the timeliness and accuracy of financial reporting in compliance with 

the Comptroller’s Office requirements, the University should:  

• Establish clear timelines and accountability structures to ensure that all 

financial reports are accurately prepared and submitted to the 

Comptroller’s Office by the established deadlines.  

• Ensure that the accounting staff has access to the training and technical 

expertise needed to meet State reporting requirements.  

• Conduct and document monthly reconciliations between Banner and 

the Uniform Statewide Accounting System, including investigating and 

resolving discrepancies promptly. 

• Ensure financial transactions have appropriate and documented 

management review. 

The University should appropriately restrict user access to its financial system.  
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Management’s Response 

See Appendix 2 for the University’s response.  
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  APPENDICES 
 

 
 

|Appendix 1  
 

Objective, Scope, and 

Methodology 

Objective  

The objective of this audit was to determine whether 

Texas Southern University (University) has processes and 

related controls to ensure that it administers financial 

transactions in accordance with applicable requirements.  

Scope  

The scope of this audit included a review of procurement 

activities and asset management functions from 

September 1, 2022, through July 31, 2025, as well as an assessment of financial 

reporting processes for fiscal year 2023 and fiscal year 2024.  

The scope also included a review of significant internal controls related to the 

University’s procurement, asset management, and financial reporting 

processes.  
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The following members of the State 

Auditor’s staff performed the audit: 

• Amadou Ngaide, MBA, 

CIDA, CFE, CICA  

(Project Manager)  

• Charlotte Carr, M.Ed.  

(Assistant Project Manager) 

• Jamie Clark, MIA 

• Fabienne Robin, MBA, CFE 

• Joseph Kozak, CPA, CISA 

• Alariyah Burr 

• Melissa Migl 

• Castulo Estevan Villagomez 

• Robert G. Kiker, CFE, CGAP 

(Quality Control Reviewer)  

• Jeannette Quiñonez Garcia, CPA 

(Audit Manager) 
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Methodology 

We conducted this performance audit from May 2025 through December 2025 

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 objective. We believe that the evidence 

obtained provides a reasonable basis for our findings and conclusions based on 

our audit objective.  

Addressing the Audit Objective  

During the audit, we performed the following:  

• Interviewed University staff to gain an understanding of procurement, 

asset management, and financial reporting processes, including internal 

controls and information that supports those processes.  

• Performed walk-throughs to observe key functions related to 

procurement, asset management, and financial reporting.  

• Identified the relevant criteria:   

o Texas Government Code, Chapters 403 and 2101.  

o Office of the Comptroller of Public Accounts’ guidelines for 

procurement and contract management, asset management, and 

financial reporting.  

o The University’s policies and procedures. 

o Department of Information Resources’ Security Control Standards 

Catalog, version 2.1. 

• Reviewed University procurement, asset management, financial 

reporting, and information technology policies and procedures to 

determine whether they were reviewed as required. 

• Performed data analysis to identify invoices from vendors whose 

contracts were listed as expired in the University’s contract database, 

the Legal Management System (LMS).  
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• Performed data analysis to identify expenditure transactions with 

invoice dates that preceded the requisition dates.  

• Conducted testing of University compliance with procurement and 

contracting policies using these nonstatistical samples:  

o Tested a random sample of 60 invoices from a population of 743 

invoices for amounts over $25,000 made on contracts listed as 

expired in LMS to determine whether the University had valid 

contracts with the vendors who received these payments. The 

sample is representative of the population. This sample design was 

chosen so the sample could be evaluated in the context of the 

population. It would be appropriate to project the test results to the 

population, but the accuracy of the projection cannot be measured.  

o Tested a targeted sample of 60 invoices from a population of 27,239 

vendor invoices with amounts in the Banner data to determine 

whether the University complied with procurement requirements at 

each purchasing threshold. The sample design was chosen to ensure 

a cross section of purchases representing the four purchasing 

thresholds were evaluated. The sampled items are not necessarily 

representative of the population; therefore, it would not be 

appropriate to project the test results to the population.  

o Tested a random sample of 60 invoices from a population of 8,144 

invoices for which the invoice date preceded the requisition date to 

test compliance with its applicable procurement policy. Expenditure 

data included line items for each invoice, and as a result invoices 

with more line items had a higher chance of selection. The sampled 

items are not necessarily representative of the population; 

therefore, it would not be appropriate to project the test results to 

the population.  

• Performed inventory verification of the University’s assets to verify 

asset existence, location, and valuation using these nonstatistical 

samples: 

o Physical Verification. Tested a targeted sample of 60 controlled and 

capitalized assets from a population of 4,112 asset records that had 

location and permanent tag information in Banner to verify asset 

existence and accuracy of asset records, including asset valuation, 

depreciation, classification, and disposal information.  
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o Records Verification. Tested a targeted sample of 60 controlled and 

capitalized assets identified on-site at the University to determine 

whether these assets were accurately recorded in Banner. The total 

population of on-site assets is unknown. These assets were selected 

while performing the physical verification described above; as a 

result, the assets found near the locations auditors were attempting 

to verify had a higher chance of selection.  

These sample designs were chosen to ensure that a variety of assets 

were physically verified. The assets sampled are not necessarily 

representative of the populations; therefore, it would not be 

appropriate to project the test results to the populations.  

• Compared the asset records in Banner to the Microsoft Access asset 

database to identify discrepancies.  

• Compared the unaudited and audited financial statements to identify 

significant adjustments and justifications, as well as approvals for those 

adjustments.  

• Reviewed selected general controls for Banner and the Uniform 

Statewide Accounting System.  

Data Reliability and Completeness  

To determine whether the asset and expenditure data from Banner and 

contract data from LMS was reliable and complete, auditors observed the data 

extracts, reviewed the parameters used to extract the data, and analyzed the 

data to determine whether the information conformed to auditors’ 

expectations.  

As discussed in Chapter 1, the asset and expenditure data from Banner and the 

contract data from LMS were not reliable. However, they were the most 

complete data sets available, and auditors used them for the purpose of the 

audit.  
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Report Ratings  

In determining the ratings of audit findings, auditors considered factors such as 

financial impact; potential failure to meet program/function objectives; 

noncompliance with state statute(s), rules, regulations, and other requirements 

or criteria; and the inadequacy of the design and/or operating effectiveness of 

internal controls. In addition, evidence of potential fraud, waste, or abuse; 

significant control environment issues; and little to no corrective action for 

issues previously identified could increase the ratings for audit findings. 

Auditors also identified and considered other factors when appropriate.  
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Management Response  
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Copies of this report have been distributed to the following:  

Legislative Audit Committee 
The Honorable Dan Patrick, Lieutenant Governor, Joint Chair  

The Honorable Dustin Burrows, Speaker of the House, Joint Chair  

The Honorable Joan Huffman, Senate Finance Committee  

The Honorable Robert Nichols, Member, Texas Senate  

The Honorable Greg Bonnen, House Appropriations Committee  

The Honorable Morgan Meyer, House Ways and Means Committee  

Office of the Governor  
The Honorable Greg Abbott, Governor  

Texas Southern University 
Members of the Board of Regents  

Mr. James W. Crawford III, President  

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This document is not copyrighted. Readers may make additional copies of this 

report as needed. In addition, most State Auditor’s Office reports may be 

downloaded from our website: https://sao.texas.gov.  

In compliance with the Americans with Disabilities Act, this document may also be 

requested in alternative formats. To do so, contact our report request line at (512) 

936-9500 (Voice), (512) 936-9400 (FAX), 1-800-RELAY-TX (TDD); or visit the Robert E. 

Johnson Building, 1501 North Congress Avenue, Suite 4.224, Austin, Texas 78701.  

The State Auditor’s Office is an equal opportunity employer and does not 

discriminate on the basis of race, color, religion, sex, national origin, age, or 

disability in employment or in the provision of services, programs, or activities. 

To report waste, fraud, or abuse in state government, visit 

https://sao.fraud.texas.gov. 
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