





















































































































































































































































Schedule E
TEXAS SOUTHMOST COLLEGE DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS — CONTINUED
For The Year Ended August 31, 2008

Pass-Through

Federal Pass-Through Disbursements
Federal Grantor/Pass-Through o R _CFDA Grantor’s . and_
Grantor/Program Title Number Number Expenditures

Note 1: Federal Assistance Reconciliation

Federal revenue received by Texas Southmost College District

Federal grants and contracts — per schedule $ 787,249
Federal revenue received by University of Texas at Brownsville 14,832,833
Total Federal Revenue $ 15,620,082

Note 2: Significant Accounting Policies used in Preparing the Schedule

The expenditures included in the schedule are reported for the District’s fiscal year. Expenditure reports to
funding agencies are prepared on the award period basis. The expenditures reported above represent funds
which have been expended by the District and the University of Texas — Brownsville for the purpose of the
award. The expenditures reported above may not have been reimbursed by the funding agencies as of the end of
the fiscal year. Some amounts reported in the schedule may differ from amounts used in the preparation of the
basic financial statements. Separate accounts are maintained for the different awards to aid in the observance
of limitations and restrictions imposed by the funding agencies. The District has followed all applicable
guidelines issued by various entities in the preparation of the schedule.

Note 3. Expenditures from Federal Funds Received by University of Texas — Brownsville

The following federal funds were not subject to a federal single audit of Texas Southmost College District:

Program Name CFDA No. Amount
Federal Pell Gant Program 84.063 - $ 14,148,089
SEOG 84.007 - 296,524
Federal Work Study Program 84.033 - 388.220

14,832,833

These funds were not subject to a federal single audit at Texas Southmost College District because the
University of Texas at Brownsville receives certain federal funds which are disbursed to Texas Southmost
College District students. These funds are audited as part of UTB’s audit and are not included above.
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Schedule E
TEXAS SOUTHMOST COLLEGE DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED
For The Year Ended August 31, 2008

Note 4: Subrecipients

Under a partnership agreement with the University of Texas — Brownsville, UTB agreed to receive, administer,
spend and comply with the grant requirements of all federal grants. All of the expenditures presented in the
schedule were passed-through to UTB. UTB meets all the characteristics of a sub-recipient as outlined in
Circular A-133 however; it is not being treated as a sub-recipient because the partnership agreement is intended
to allow UTB to act for and on behalf of the District.

The District is the primary recipient of an Endowment Challenge Grant from the Department of Education
which was passed-through to the Texas Southmost College Foundation, Inc. Under the grant’s guidelines the
corpus plus 50% of the aggregate earnings are restricted for a 20 year period ending June 2009.

Program Title CFDA No. Amount
Title IIT Endowment College Grant Program 84.031 $5,460,855
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TEXAS SOUTHMOST COLLEGE DISTRICT

SCHEDULE OF EXPENDITURES OF STATE AWARDS
For The Year Ended August 31, 2008

Grantor Agency/Program Title Number

Schedule F

Expenditures

Texas Higher Education Coordinating Board
Texas Grant Program -

Texas College Work Study -
Texas B-On Time Program -
Texas Educational Opportunity Grant -

Total State Awards Expended -

Note 1: State Assistance Reconciliation

State revenues per Schedule of Expenditures of State Awards
State financial assistance
Lease payments from University of Texas — Brownsville

Total State Revenues per Schedule A

Note 2: Significant Accounting Policies used in Preparing the Schedule

§ 1,739,302
61,875
8,391

201,905

$ 2011473

$ 2,011,473

1,359.576

§ 3371049

The accompany schedule is presented using the accrual basis of accounting. See Note 2 to the financial
statements for the Texas Southmost College District’s significant accounting policies. These expenditures are
reported on Texas Southmost College District’s fiscal year. Expenditure reports to funding agencies are

prepared on the award period basis.

Note 3: Subrecipients

Under a partnership agreement with the University of Texas — Brownsville, UTB agreed to receive, administer,
spend and comply with the grant requirements of all state grants. All of the expenditures presented in the
schedule were passed-through to UTB. UTB meets all the characteristics of a sub-recipient as outlined in State
Single Audit Circular however; it is not being treated as a sub-recipient because the partnership agreement is

intended to allow UTB to act for and on behalf of the District.
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LONG CHILTON, LLP |

A PARTNERSHIP OF PROFESSIONAL CORPORATIONS AND INDIVIDUALS
3125 Central Bivd.

Members - Division of Firms, : Brownsville, Texas 78520
American Institute of CPAs . . (956) 546-1655
- " Fax (956) 546-0377
www.longchilton.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT

: AUDITING STANDARDS .

Board of Trustees
Texas Southmost College District
- Brownsville, Texas -

We have audited the basic financial statements of Texas Southmost College District, as of and for the year ended
August 31, 2008, and have issued our report thereon dated December 5, 2008. We conducted our audit in

- accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. ' :

Internal Control Qver Financial Reporting

~In planning and performing our audit, we considered Texas Southmost College District’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Texas Southmost College
District’s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
Texas Southmost College District’s internal contro] over financial reporting.

A contro| deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their- assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects Texas
Southmost College District’s ability to initiate, authorize, record, process, or report financial datareliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Texas Southmost College District’s financial statements that is more than inconsequential will not
be prevented or detected by the Texas Southmost College District’s internal control. :

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
Texas Southmost College District’s internal control.

Our consideration of the internal contro| over financial reporting was for the limited purpose described in the first’
paragraph of this section and would not necessarily identify all deficiencies in the internal contro| that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal contro] over financial
reporting that we consider to be a material weakness, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Texas Southmost College District's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

We noted certain matters that we reported to management of the Texas Southmost College District, in a separate
letter dated December 5, 2008.

~ Texas Southmost College’s response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned cots. We did not audit Texas Southmost College’s response and, accordingly,
we express no opinion on it.

This report is intended solely for the information and use of the Board of Trustees, management, the audit committee,
Texas Higher Education Coordinating Board, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Lovg it ¢

LONG CHILTON, LLP
Certified Public Accountants

Brownsville, Texas
December 5, 2008
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3125 Central Blvd.
Members - Division of Firms, Brownsville, Texas 78520
American Institute of CPAs o (956) 546-16'55
: : Fax (956) 546-0377
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

AND THE STATE OF TEXAS SINGLE AUDIT CIRCULAR

Board of Trustees S
Texas Southmost College District
Brownsville, Texas

Compliance

We have audited the compliance of Texas Southmost College District with the types of compliance requirements
described in the U. S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement and the
State of Texas Single Audit Circular that are applicable to each of its major federal/state programs for the year
ended August 31, 2008. Texas Southmost College District's major federal/state programs are identified in the summary
of auditor's results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major federal/state programs is the
responsibility of Texas Southmost College District's management. Our responsibility is to express an opinion on
‘Texas Southmost College District's compliance based on our audit. -

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standard, issued by the
Comptroller General of the United States; and OMB Circular A133, Audits of States, Local Governments, and
Non-Prafit Organizations, and the State of Texas Single Audit Circular. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on a major
federal/state program occurred. An gudit includes examining, on a test basis, evidence about Texas Southmost
College District's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of Texas Southmost College District's compliance with those requirements.

In our opinion, Texas Southmost College District complied, in all material respects, with the requirements referred
to above that are applicable to each of its major federal/state programs for the year ended August 31, 2008. However,
the results of our auditing procedures disclosed instances of noncompliance with those requirement, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the accompanying .
schedule of findings and questioned cots as items FCF 2008-01 and FCF 2008-2. .

Internal Control Over Compliance

The management of Texas Southmost College District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
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federal/state programs. In planning and performing our audit, we considered Texas Southmost College District's
internal control over compliance with requirements that could have a direct and material effect on a major
federal/state program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance but, not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Texas Southmost College District's internal
control over compliance.

A control deficiency in an entity's internal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to prevent or
detect noncompliance with a type of compliance requirement of a federal/state program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to administer a federal/state program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal/state program that is more than inconsequential
will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal/state
program will not be prevented or detected by any entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Trustees, management, the audit committee,

Texas Higher Education Coordinating Board, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties

[f’)/‘:ﬁ %’;ﬂf Cb/a

LONG CHILTON, LLP
Certified Public Accountants

Brownsville, Texas
December 5, 2008
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TEXAS SOUTHMOST COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - FEDERAL/STATE AWARDS
Year Ended August 31, 2008

SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting;

e Material weakness(es) identified? Yes X__No
e Significant deficiencies identified that are
not considered to be material weaknesses? Yes X __ None Reported
Noncompliance material to financial statements
noted? Yes X No
Federal Awards

Internal control over major programs:

e Material weakness(es) identified? Yes X No
o Significant deficiencies identified that are

not considered to be material weaknesses? Yes X ___ None Reported
State Awards

Internal control over major programs:

e Material weakness(es) identified? Yes X No
e Significant deficiencies identified that are
not considered to be material weaknesses? Yes X __ None Reported

Type of auditors’ report issued on compliance for major programs: Unqualified
e Any audit findings disclosed that are required to

be reported in accordance with Section 510(a)
of Circular A-133? X Yes No
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TEXAS SOUTHMOST COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS — FEDERAL/STATE AWARDS -~ CONTINUED

1L

1.

Year Ended August 31, 2008

SUMMARY OF INDEPENDENT AUDITOR’S RESULTS — CONTINUED

Identification of major programs:

CFDA Numbers Name of Federal/State Program or Cluster
Federal —

84.048 Carl D. Perkins
State —

N/A Texas Grant Program

Dollar threshold used to distinguish between

type A and type B programs $ 300,000

Auditee qualified as low-risk auditee? X Yes No

FINANCIAL STATEMENT FINDINGS
No findings noted in current year audit.
FINDINGS AND QUESTIONED COSTS FOR FEDERAL/STATE AWARDS

U.S. Department of Education
Carl D. Perkins — Vocational Education CFDA 84.048

FCF 2008-1

Condition — The administrative analyst’s time and effort reports for the period from May to August 2008
were not prepared. A review of the time reports showed a standard allocation of time being charged to the
program each day and the monthly activity log also reflected a standard percentage allocation.

Effect — Time reports are not reflective of the actual time charged to the federal program.

Cause ~ Administrators salary can be based on estimates or budgeted amounts however, the time reports
should be reflective of the actual time spent on the federal program and not just a fixed hour or percent.

Recommendation — The District should instruct administrative personnel to prepare time reports that are as
close as possible to actual time spent on the program.
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TEXAS SOUTHMOST COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS — FEDERAL/STATE AWARDS — CONTINUED

III.

Year Ended August 31, 2008 :

FINDINGS AND QUESTIONED COSTS FOR FEDERAL/STATE AWARDS — CONTINUED

FCF 2008-2

Condition — Logs maintained by tutors and lab specialists do not support the amount of time charged to the
program. Computations showing the percentage of time spent working with vocational-technical students as
opposed to academic students to determine if the proper salaries are being charged to the program are not
being done.

Effect - Time logs are not reflective of the actual time spent working with vocational-technical students.
Cause - Salaries charged to the program are not supported by proper documentation.

Recommendation — All personnel should maintain logs showing the time spent working with vocational-

technical students as well as academic students. Each month the administrator should calculate the time spent
working with vocational-technical students and allocate the employee’s salary accordingly.

Questioned Costs - $31,536.94
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TEXAS SOUTHMOST COLLEGE

CORRECTIVE ACTION PLAN
Year Ended August 31, 2008

FCF 2008-1

Condition — The administrative analyst’s time and effort reports for the period from May to August 2008 were not
prepared. A review of the time reports showed a standard allocation of time being charged to the program each day
and the monthly activity log also reflected a standard percentage allocation.

Effect — Time reports are not reflective of the actual time charged to the federal program.

Cause — Administrators salary can be based on estimates or budgeted amounts however, the time reports should be
reflective of the actual time spent on the federal program and not just a fixed hour or percent.

Recommendation — The District should instruct administrative personnel to prepare time reports that are as close as
possible to actual time spent on the program.

Action Taken — Sponsored Programs will conduct Time and Effort Report training for all the Carl Perkins
supervisors as soon as possible. All supervisors will be certifying reconciliations on a monthly basis adequately
reflecting time spent on tasks.

FCF 2008-2

Condition — Logs maintained by tutors and lab specialists do not support the amount of time charged to the
program. Computations showing the percentage of time spent working with vocational-technical students as
opposed to academic students to determine if the proper salaries are being charged to the program are not being
done.

Effect — Time logs are not reflective of the actual time spent working with vocational-technical students.
Cause - Salaries charged to the program are not supported by proper documentation.

Recommendation — All personnel should maintain logs showing the time spent working with vocational-technical
students as well as academic students. Each month the administrator should calculate the time spent working with
vocational-technical students and allocate the employee’s salary accordingly.

Questioned Costs - $31,536.94
Action Taken — Complete records will be kept of all students receiving Carl Perkins services. Staff will review each

student’s eligibility, length of services received and by whom. Supervisors will calculate the amount of time spent
by each Carl Perkins staff member with students on a monthly basis.
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TEXAS SOUTHMOST COLLEGE DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended August 31, 2008

No matters noted in prior year.
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