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ExEcutivE Summary

Audit scope
We audited a sample of the University of Houston (University) payroll, purchase and travel 
transactions that processed through the Uniform Statewide Accounting System (USAS) 
during the period beginning Dec. 1, 2012, through Nov. 30, 2013, to determine compliance 
with applicable state laws. 

The University received appendices with its full report that included a list of the identified 
errors and an error projection to estimate the amount of 
improperly paid transactions. Copies of the appendices may be 
requested through a Public Information Act inquiry.

The audit provides a reasonable basis for the findings set 
forth in this report. The University should implement the 
recommendations listed in the Detailed Findings of this report. 
It is the University’s responsibility to seek refunds for all 
overpayments unless it determines it is not cost effective to 
do so. If necessary, the Texas Comptroller of Public Accounts 
(Comptroller’s office) may take the actions set forth in Texas 
Government Code Annotated, Section 403.071(h) (Vernon 
2013), to ensure that the University’s documents comply in the future. The University must 
ensure that the findings discussed in this report are resolved.

Payroll transactions and payroll deductions
Payroll transactions were audited for compliance with the General Appropriations Act (GAA), 
the Texas Payroll/Personnel Resource and other pertinent statutes. 

The audit identified:

• Incorrect effective service date/incorrect longevity payment amount.
• Incorrect payment of death benefit pay.
• Incorrect payment of accrued vacation time.

A limited sample of voluntary contributions was also audited.

The audit identified:

• Missing deduction document.

Texas law requires the 
Comptroller’s office to 
audit claims submitted 
for payment through 
the Comptroller’s 
office. All payment 
transactions are 
subject to audit 
regardless of amount 
or materiality.

http://www.window.state.tx.us/pia.html
https://fmx.cpa.state.tx.us/fm/pubs/paypol/index.php
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Purchase transactions
Purchase transactions were audited for compliance with the GAA, eXpendit and other 
pertinent statutes.

The audit identified:

• Missing purchase agreement.
• Improper payment of taxes.
• Freight not on purchase requisition.

Travel transactions
Travel transactions were audited for compliance with the GAA, Textravel and other pertinent 
statutes.

• No issues were identified.

Prompt payment and scheduling
Transactions were audited for compliance with the prompt payment law and scheduling rules.

The audit identified:

• Prompt payment and payment scheduling errors. 

Direct deposit authorization forms
A review was conducted of the University’s procedures to comply with the federal mandate to 
properly identify and handle payments involving the movement of funds internationally.

The audit identified:

• Three instances where the deposit form did not contain the required question whether 
the funds would be forwarded to a financial institution outside the United States.

• Two instances where the individuals failed to indicate whether the funds would be 
forwarded to a financial institution outside the United States.

These forms did not adhere to the National Clearing House Association rules requiring the 
identification of a direct deposit payment if it is an International Automated Clearing House 
transaction.

https://fmx.cpa.state.tx.us/fm/pubs/purchase/index.php
https://fmx.cpa.state.tx.us/fmx/travel/textravel/index.php
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ExEcutivE Summary

Fixed assets
The audit included a review of a limited number of fixed assets acquired by expenditures 
during our audit period to test for proper tracking in the University’s internal system. The 
University reported 265 assets as lost, missing or stolen, with a net book value of $7,979.59. 
The University provided police reports for the stolen assets.

The University has phased in bar code/scanner technology for tracking inventory. By fiscal 
2014, all departments were required to use scanners. The University expects that with the 
use of this technology, the number of missing items will be significantly reduced. The 
Comptroller’s office will follow-up during the next audit on the University’s efforts to reduce 
the number of missing items.

• All assets reviewed were in their intended location and properly tagged.

Prior post-payment audit and current audit recurring errors
A prior post-payment audit of the University’s payroll, purchase and travel transactions was 
concluded on Aug. 30, 2010. 

During the current audit, the following recurring errors were identified:
• Incorrect payment amount.
• Missing payroll deduction form.
• Prompt payment and payment scheduling.

Contact:
Jesse A. Cantú, CPA
512-465-0015

Contributing Auditors: 
Raymond McClintock 

Anna Calzada
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DEtailED FinDingS — Payroll

Incorrect Effective Service Date, Incorrect Longevity Payment Amount

Finding

In our audit of the payroll transactions, we identified five employees with incorrect longevity 
payment amounts. Three employees were overpaid a total amount of $840.00. Two employees 
were underpaid a total amount of $1,120.00. 

Two employees were incorrectly credited for full months of service for partial months of work 
resulting in overpayments of longevity pay. One of these employees was also credited for 
one extra month of service in error in 1993. This resulted in a total overpayment amount of 
$420.00. 

The position held by the Comptroller’s office’s since the longevity pay statutes were first 
enacted in 1979, is that an individual who is a state employee for only part of a calendar 
month receives lifetime service credit only for the days the individual was a state employee, 
not for the entire month. See, generally, Texas Government Code, Section 659.043(a)(3), 
659.044(c) (Vernon 2013).

One employee had a break in service at the University. When the individual returned, the 
University did not recalculate the effective service date and the employee was paid longevity 
pay based on his original hire date. This resulted in an overpayment of $420.00. 

One employee’s lifetime service credit was incorrectly calculated because the University did 
not to give the employee state service credit for nine months of employment at another state 
agency. This resulted in an underpayment of longevity pay in the amount of $300.00. For 
another employee, the University failed to pay longevity pay while the employee was in an 
eligible position. This occurred due to oversight. As a result, the employee was underpaid a 
total of $820.00.

Agencies are required to maintain specific documentation to support the legality, propriety 
and fiscal responsibility of each payment made out of the agency’s funds. The Comptroller 
may require the documentation to be made available during a post-payment audit, a pre-
payment audit or at any other time.

See Texas Payroll/Personnel Resource – Required Documentation.

The University was provided with schedules and worksheets of incorrect longevity payments 
during fieldwork. They are not included with this report due to confidentiality.

https://fmx.cpa.state.tx.us/fm/pubs/paypol/general_provisions2/index.php?section=documentation&page=documentation
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Recommendation/Requirement

The University must correct the employees’ effective state service dates to ensure future 
payments are correct. The University must also correct its internal payroll/personnel system 
and its procedures to ensure that lifetime service credit is only given for the days the 
individual is a state employee.

In addition, the University should verify all personnel files and ensure that prior state service 
is properly verified and documented for its employees.

The University should consider recovering the overpayments in accordance with Chapter 
666, Texas Government Code. The University must compensate the employees who were 
underpaid longevity pay. 

University Response

The University has corrected the service dates for the five employees sampled. The University 
will perform an audit of all active personnel files in the HR system to establish consistency 
with the benefit service date calculation.

The University is establishing a website that will assist with prior state service information 
with clear instructions of the responsibility of the employer and employee. This website will 
help the employee initiate the prior state service request in order to credit the employee with 
the proper Texas state service years.

The University will compensate the employees that were underpaid longevity and determine 
whether it is cost effective to recover the overpayments of longevity in accordance with 
Chapter 666, Texas Government Code.
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DetaileD FinDings — Payroll

Incorrect Payment of Death Benefit Pay

Finding

We identified one incorrect payment of an employee’s death benefit pay that resulted in an 
underpayment of $553.65 to the estate of the employee.

The University incorrectly allocated 168 hours for February 2013 when February had only 
160 hours in the month. Because of this, in the allocation process, the University had 24 
hours to allocate in the month of March instead of 32 hours. The University stated this error 
occurred due to oversight.

We provided the University with the schedule and calculation of the incorrect payment 
amount. Those documents are not included with this report due to confidentiality issues.

Recommendation/Requirement

The University must enhance its internal controls to prevent incorrect death benefit payments. 
The University must compensate the estate of the employee for the underpaid amount.

University Response

The University is currently working to compensate the estate of the employee.

The University has conducted a review of the death benefit payment process and has 
modified its procedures to help ensure compliance with state policies and procedures.



DetaileD FinDings — Payroll

University of Houston (10-8-14)-w – Page 4

Incorrect Payment of Accrued Vacation Time

Finding

We identified one instance where an employee’s lump sum payment for accrued vacation time 
was incorrectly calculated, resulting in an overpayment of $50.95.

The employee terminated employment on Nov. 9, 2012, with 95 hours of accrued vacation 
time. The University incorrectly allocated 64 hours in November and 31 hours in December. 
Because there were sufficient workdays remaining in November after the employee’s 
termination date, all 95 hours should have been allocated in the month of November. The 
allocation of time should begin on the first workday after termination. In this case, the 
allocation started a week after the termination date.

The balance of the accrued vacation time must be allocated over the workdays following 
the effective date of the employee’s separation from state employment until the accrued 
vacation time is completely allocated. Hours must be added for each state or national holiday 
that occurs during the period over which the time is allocated. See Texas Government Code 
Annotated, Section 661.064 (Vernon 2009). The University stated this error resulted from 
oversight. 

We provided the University with the schedule and calculation of the incorrect payment 
amount. Those documents are not included with this report due to confidentiality issues.

Recommendation/Requirement

We recommend that the University enhance its internal controls to prevent an incorrect 
payment of accrued vacation time. The University should consider recovering the amount of 
overpayment in accordance with Chapter 666, Texas Government Code, unless it determines 
it is not cost effective to do so.

University Response

The University has conducted a review of the terminal vacation/sick leave payout process and 
has modified its procedures to help ensure compliance with state policies and procedures.
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DetaileD FinDings — Payroll

Missing Payroll Deduction Document

Finding

We identified one instance where the required payroll deduction document was missing. The 
University was unable to provide the deduction form for Organization Dues for one employee.

Agencies are required to maintain specific documentation to support the legality, propriety 
and fiscal responsibility of each payment made out of the agency’s funds. The Comptroller 
may require the documentation to be made available during a post-payment audit, a pre-
payment audit or at any other time.

See Texas Payroll/Personnel Resource – Voluntary Deductions.

Recommendation/Requirement

We recommend that the University enhance its internal controls to ensure that it maintains 
the proper documents required to support all employee payroll deductions.

University Response

The University Payroll department is currently working to establish all general deductions 
online via the employee self-service module in PeopleSoft. This implementation will ensure 
all employee payroll deductions are documented electronically.

In the interim, the University is scanning and storing general deduction forms in a designated 
electronic filing system.

https://fmx.cpa.state.tx.us/fm/pubs/paypol/voluntary_deductions/index.php
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DEtailED FinDingS — PurchaSE

Missing Purchase Agreement

Finding

During our audit of purchase transactions, we identified one payment not supported by a 
purchase agreement. 

Without a purchase agreement with the vendor at the time the goods were ordered, it becomes 
difficult for the University to ensure that it was not overcharged or billed for goods or 
services beyond those the University had agreed to purchase. The University has procedures 
in place that require a purchase document be created prior to obtaining goods and services, 
but this procedure was not followed in this instance. 

It is the general responsibility of a state agency and its officers and employees to “ensure that 
for each purchase document, the agency maintains necessary documentation for proving that 
each payment resulting from the document is legal, proper, and fiscally responsible.” See 34 
Texas Administrative Code, Section 5.51(c) (1) (D) (2013). 

Recommendation /Requirement

While a formal or automated purchase agreement is not generally required, the University 
must ensure that documentation of the purchase agreement is prepared when ordering goods 
or services from the vendor. Once the University has made a final approved agreement 
with the vendor, it may not pay any amount in excess of the agreed-upon amount unless the 
agreement is amended due to the vendor providing a new benefit.

Agency Response

The Controller will remind University administrative staff that orders for goods or services 
paid with state-appropriated funds must be documented by a purchase agreement, and 
that the University may not pay an amount in excess of the agreed-upon amount unless the 
agreement is amended because the vendor will provide an additional benefit. The Controller 
will also ask the Accounts Payable Manager who oversees purchase voucher approvals to 
ensure vouchers are reviewed for this documentation.
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DetaileD FinDings — Purchase

Improper Payment of Taxes

Finding

We identified one transaction in which the University improperly reimbursed sales tax to 
an employee for expenses incurred on behalf of the University. This error was a result of 
oversight. 

The State of Texas, its incorporated agencies, and instrumentalities are exempt from sales 
taxes. See 34 Texas Administrative Code, Section 3.322(c)(4) (2013). The purchase, lease or 
rental of a taxable item to an exempt organization is exempt from tax when the organization 
or an authorized agent pays for the taxable item and provides the vendor with an exemption 
certificate in lieu of tax. See 34 Texas Administrative Code, Section 3.322(f)(2) (2013).

Recommendation/Requirement

The University must strengthen its procedures to ensure employee reimbursements exclude 
sales tax when the item is purchased for the University. 

The University employees and its authorized agents must present vendors with tax exemption 
certificates before any purchases are made. The University must thoroughly examine invoices 
or receipts submitted by vendors and employees to ensure that it does not pay a tax for which 
it is not liable. 

Agency Response

The Controller will remind University administrative staff that state-appropriated funds 
cannot be used to reimburse State of Texas sales tax and that the University’s Texas Sales and 
Use Tax Exemption Certification must be presented to Texas vendors before any purchases 
are made. The Controller will also ask the Accounts Payable Manager who oversees 
purchase voucher approvals to ensure employee reimbursements paid with state funds are 
reviewed to verify Texas sales tax is not reimbursed.
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Freight Not On Purchase Requisition

Finding

We identified one purchase transaction where freight was paid even though it was not 
included on the purchase requisition (PR). The freight amount on the invoice included 
charges for shipping and handling. These charges should not be paid by the University if not 
specifically identified on the original PR.

A PR is an agreement entered into by the state and the vendor. The University may pay only 
the contracted amount as shown on the PR. If freight charges are not on the PR, then the 
charges are not owed by the University and should not be paid.

The University has procedures in place to require freight terms be documented on each 
purchase requisition or purchase order, but this procedure was not followed in this case. 

Recommendation/Requirement

The University must ensure its procedures are followed. While a formal purchase document 
is not required, the University must ensure that documentation of the purchase agreement is 
prepared at the time the University orders the goods or services.

Agency Response

The Controller will remind University administrative staff that any freight, shipping or 
handling charges paid with state-appropriated funds must be included on the purchase 
agreement. If not included, the freight, shipping or handling charges cannot be paid with 
state funds. The Controller will also ask the Director of Purchasing to ensure the cost of 
University-paid freight, shipping or handling charges is included on the purchase order. 
The Controller will also ask the Accounts Payable Manager who oversees purchase voucher 
approvals to ensure all vouchers paid with state funds are reviewed to verify University-paid 
freight, shipping or handling charges are included on the purchase agreement, whether the 
agreement is a purchase order or quote from the vendor.
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DEtailED FinDingS — PromPt PaymEnt anD SchEDuling

Prompt Payment and Payment Scheduling Errors

Prompt Payment

According to the prompt payment law, Texas Government Code Annotated, Section 2251.021 
(a) (Vernon 2008), a governmental entity’s payment is overdue on the 31st day after the later 
of:

• The date the governmental entity receives the goods under the contract,
• The date the performance of the service under the contract is completed, or
• The date the governmental entity receives an invoice for the goods or service.

The Comptroller’s office computes and automatically pays any interest due under the prompt 
payment law when the Comptroller’s office is responsible for paying the principal amount on 
behalf of the agency. Texas Government Code Annotated, Section 2251.026 (Vernon 2008). 
During the audit period, the University paid vendors $8,329.16 in interest. 

In our sample, we identified six purchase transactions paid late where interest was not paid 
because the University entered incorrect due dates in USAS. According to the University, this 
occurred due to oversight when processing the payments. 

Scheduling 

Texas Government Code Annotated, Section 2155.382(d) (Vernon 2008), authorizes the 
Comptroller to allow or require state agencies to schedule payments that the Comptroller will 
make to a vendor. The Comptroller must prescribe the circumstances under which advance 
scheduling of payments is allowed or required; however, the Comptroller must require 
advance scheduling of payments when it is advantageous to the state. 

We identified one purchase transaction that the University paid early, resulting in interest loss 
to the State Treasury. The University stated this occurred due to oversight when scheduling 
the payment.

Recommendation/Requirement

The University must review its procedures to ensure that it submits payment information for 
processing as well as releasing the payment in a timely manner to avoid incurring interest 
liabilities. In addition, the University must verify that proper due dates are entered to ensure 
that if interest is due, it is paid correctly to the vendors. 

To minimize the loss of earned interest to the State Treasury, the University must schedule 
all payments that are greater than $5,000.00 for the latest possible distribution and in 
accordance with its purchasing agreements as described in eXpendit: Prompt Payment and 
Payment Scheduling. 

https://fmx.cpa.state.tx.us/fm/pubs/purchase/prompt_pay/index.php
https://fmx.cpa.state.tx.us/fm/pubs/purchase/payment_sched/index.php


DetaileD FinDings — PromPt Payment anD scheDuling

University of Houston (10-8-14)-w – Page 10

Agency Response

The Controller will review payment processing procedures to determine if changes are 
needed to avoid paying late payment interest. The Controller will remind University 
administrative staff to enter the correct dates on the voucher, which determine when payment 
is due, and remind them of the requirement that state fund payments greater than $5,000 
must be scheduled to occur as late as possible without paying interest or in accordance with 
the University’s purchasing agreement with the vendor. The Controller will also ask the 
Accounts Payable Manager who oversees purchase voucher approvals to ensure vouchers 
are reviewed for these requirements.
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