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TEXAS HIGHER EDUCATION 

COORDINATING BOARD 
P.O. Box 12788   Austin, Texas 78711 

  
 

November 12, 2018 

Dr. Beatriz Espinoza, President 

Coastal Bend College 

3800 Charco Rd 

Beeville, TX 78102 

Dr. Espinoza, 

I am attaching the final report on An Investigation of the Nursing Shortage Reduction 

Program and Related Matters at Coastal Bend College.  There were two findings 

resulting from this investigation. 

 

1. Coastal Bend College did not properly administer the Nursing Shortage 

Reduction Program during fiscal years 2016 and 2017.  Questioned costs of 

$260,287 have been identified. 

2. Coastal Bend College did not have processes to appropriately and consistently 

administer grade changes. 

 

Management responses were excerpted and incorporated into applicable areas of the 

final report.  Auditor follow up comments to management responses were also 

included.  An as-submitted version of management responses is included as an 

attachment to the final report. 

 

Other matters were communicated in a Management Letter and provided separately. 

 

This Compliance Monitoring investigation report will be presented to the THECB 

Committee on Agency Operations, a standing committee of the THECB Board, on 

January 23, 2019. 

 

Sincerely, 

 
Mark A. Poehl, CPA, CIA, CISA, CFE 

Director, Internal Audit and Compliance 

  

 

Stuart W. Stedman 
  CHAIR 

 

Fred Farias III, O.D. 
  VICE CHAIR 

John T. Steen, Jr. 
  SECRETARY OF THE BOARD 

 

Michelle Q. Tran 
  STUDENT REPRESENTATIVE 

Arcilia C. Acosta 

S. Javaid Anwar 

Michael J. Plank 

Ricky A. Raven 

Donna N. Williams 

Welcome Wilson, Jr. 

 

Raymund A. Paredes 
  COMMISSIONER 

  OF HIGHER EDUCATION 

 

 (512) 427-6101 

 Fax (512) 427-6127 

 

Web site: 

  http://www.thecb.state.tx.us 
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Investigation Overview 

We have completed An Investigation of the Nursing Shortage Reduction Program 

(NSRP) and Related Matters at Coastal Bend College (CBC).  While other areas of 

investigation are still in progress, this letter communicates our NSRP-related findings.  

Additionally, management issues that fall outside of the scope of Compliance 

Monitoring authority were communicated to you separately, in a Management Letter. 

Scope Limitation 

Our investigation was inhibited by: 

a. Some CBC staff members and students would not openly share information 

regarding the administration of the NSRP, and grade changes.  Certain CBC 

personnel including senior administrators, faculty and staff either refused to meet 

with us, or communicated with us informally, using non-CBC email accounts and 

physical meetings away from the CBC campuses to share information.  A 

common theme communicated to the auditors by these individuals was that staff 

felt intimidated and threatened by the possible loss of their job if they were found 

to have been providing information or otherwise cooperating with the auditors.  

 

Management Response: 
 

First, we note that THECB audit staff did not communicate their requests for 

information through CBC management.  
 

Second, the limitation is stated vaguely. CBC management has no knowledge of 

where such "threats" are originating.   
 

Auditor Follow-up Comment: 

 

Numerous CBC employees (faculty and staff) preferred to be interviewed at a neutral 

location away from campus due to their stated fears of being associated with the 

investigation and management reprisal for such.  Similarly, numerous CBC 

employees would only communicate with the auditors using non-CBC email 

accounts.  The auditors acknowledge that “…audit staff did not communicate their 

requests for information through CBC management….” To do so would have 

compromised the auditors’ ability to conduct an independent investigation.  The 

auditors further acknowledge that all specific documents requested were provided. 

b. CBC elected to retain an attorney for “Legal matters involving the Texas Higher 

Education Coordinating Board”, while the investigation was still in progress.  The 
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ability thereafter to obtain candid information directly from the source, such as 

CBC staff involved in transactions under review, was compromised.  Thus, our 

findings are limited by the information we were able to obtain as a result of these 

restrictions. 

 

Management Response: 

 

CBC management feels this limitation is even more unfair and materially 

misconstrued what transpired. 

 

…THECB had no direct communication with CBC’s president concerning the scope 

or pace of the audit and never mentioned any concerns or limitations to her. 

 

Auditor Follow-up Comment: 

 

The auditor did not ask for assistance of counsel in obtaining information needed for 

the investigation.  To the contrary, the auditor indicated that auditors seek information 

directly from the source of the information, to enhance the credibility and value of the 

information. 

 

This engagement was an investigation and not an “audit”, as specified throughout the 

management response.  The management response further asserts that it is not 

unusual for an institution to have counsel represent it “…with preparation of audit 

responses.”  While this may be the case, the scope limitation did not occur with 

respect to responses, but rather with respect to obtaining candid information directly 

from the source, regarding transactions under review in an ongoing investigation.  We 

noted the information provided by counsel predated the investigation reporting phase 

by several weeks. 

 

It is acknowledged that communication with CBC employees was not expressly, to 

our knowledge, prohibited by management, and that management assisted in three 

cases where staff were not responding to emails from the auditors. 

 

Detailed Observations, Recommendations, Management’s Response and Auditor 

Follow-up Comments 

 

1. Nursing Shortage Reduction Program 

 

CBC administration of the NSRP Grant resulted in substantial noncompliance with 

Coordinating Board requirements, and questioned costs of $260,287.  The 

accounting practice used during the 2016 and 2017 fiscal years did not meet the 

NSRP requirements for separately accounting for grant activity. Although a 
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separate grant account for NSRP existed, the manner in which the account was 

used did not account for the grant activity at the time such activity occurred.  Grant 

expenses reported to the Coordinating Board for 2016 were not accounted for in 

the NSRP account and reported amounts were not supported by underlying 

documentation.  All costs reported for fiscal year 2016, or $100,923, are 

considered questioned costs. 

 

In 2017, NSRP non-payroll grant expenses of $76,564 reported for 2016 were not 

booked in a timely manner and we were unable to reconcile the amount reported to 

the amount recorded in the general ledger.  Further, travel expense reports did not 

comply with CBC’s travel guidelines for reimbursement. Expense reports were not 

approved and submitted timely to demonstrate adherence to CBC’s travel policy 

(requiring submission of travel expense documentation within 10 days of the 

travel).  Grant reporting is inhibited when expenses are not booked in a timely 

manner. 

 

Grant payroll expenses reported for 2016 and 2017 were not supported by time and 

effort certification, in accordance with CBC policy and sound grant management 

practices.  Staff reported as paid by the grant were unaware that their time and 

effort was associated with the grant.  NSRP payroll expenditures reported in fiscal 

year 2017 for the 2017 grant period were $82,800 and are considered questioned 

costs. 

 

Total questioned costs for the NSRP grant are $260,287, which includes $100,923 

reported for fiscal year 2016, $76,564 reported for fiscal year 2016 in fiscal year 

2017 (non-payroll expenses), and $82,800 of payroll expenditures reported for 

fiscal year 2017.  Questioned costs are detailed in Exhibit 1 Summary of 

Questioned Costs. 

 

Recommendations 

 

Refund $260,287 in reported NSRP expenses to the Texas Higher Education 

Coordinating Board. 

 

Establish appropriate controls to ensure that the NSRP grant is appropriately 

accounted for. 

 

Ensure that time and effort reports supporting reported grant amounts adhere to 

CBC policy and sound grant management principles.  

 

Comply with CBC travel policy regarding timely submission of travel claims to 

ensure accurate grant reporting. 
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Management Response: 

 

First, CBC’s Chief Financial Officer (“CFO”) at the time of the noncompliance 

relating to the NSRP grant was Ms. Dela Castillo. 

 

Auditor Follow-up Comment: 

 

NSRP program reports dated June 8, 2017, October 12, 2017, and March 20, 2018 

were signed by Ms. Shannon McCarron, CFO and Ms. Julia Garcia, Dean of 

Workforce Training (June and October reports) and Ms. Shannon McCarron, CFO 

and Ms. Loana Hernandez, Assistant Dean of Allied Health (March report) and 

submitted to the Coordinating Board. 

Management Response: 

 

Of the $76,564 of non-payroll grant expenses reported for fiscal year 2016, CBC 

management submits that $25,906 was accurately reported and should not be 

refunded. 

Although these expenses were initially recorded in CBC’s Unrestricted Operating 

Budget, they were later (prior to the end of the fiscal year) journalized to the NSRP’s 

grant and can be directly reconciled to the CBC’s RN program.  

Auditor Follow-up Comment: 

 

THECB is not requesting that Coastal Bend College refund any money for failure to 

comply with travel policy.  The travel non-compliance was only an incidental factor 

for the questioned costs reported in fiscal year 2017, for the fiscal year 2016 

grant.  These costs were questioned because the accounting entries were not booked 

until the eleventh month of the fiscal year and the amounts reported to the 

Coordinating Board did not reconcile to the grant account in the CBC general ledger. 

 

Thus, the Coordinating Board continues to request that CBC repay $260,287. 

 

Management Response: 

 

CBC management is unaware of any applicable CBC policy that imposes a 

requirement to track time and effort associated with any particular grant.  

 

Auditor Follow-up Comment: 
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THECB conducted and reported on a federal desk review of the Carl D. Perkins Act 

Grant during fiscal year 2017.  CBC, in response to the auditor’s request for 

information as part of the desk review, provided a document titled “Time and Effort 

Procedure for Grant-Funded Employees” (see Exhibit 2). 

 

2. Grade Changes 

 

Processes for making changes to academic grades requires significant 

improvement.  Weaknesses in grade change controls subject CBC to risk of 

unauthorized and inappropriate grade changes.   

 

a. Policies and procedures for grade changes are not documented 

 

Varying versions of the process to review and execute grade changes were 

noted, and no written grade change policy exists.  The Registrar and staff 

member who were interviewed regarding the actual practices used for grade 

changes provided conflicting information regarding the requirement for 

faculty approval for grade changes. 

 

b. Grade changes were not properly authorized  

 

Nursing curriculum-related grade changes were initiated in 275 instances for 

124 students for exams administered throughout the fall 2017 semester.  All 

275 grade changes were completed on or after January 28, 2018, which was 

45 days from the end of the fall 2017 semester (December 15, 2017). Spring 

semester 2018 began on January 22, 2018.  

  

• 139 (50.5%) grade changes did not contain a faculty signature, as required 

by the grade change form.  

• Eight students were changed from a failing to passing grade, including 

three students whose grade change form did not contain a faculty 

signature. Due to the time lag between semester end and grade change 

processing, student matriculation could have been negatively impacted. 

• 16 grade change forms had a blank “reason for change” line.  

• 31 grade changes forms were not processed; therefore, the student 

transcripts do not reflect the changes indicated on the grade change forms. 

• Seven grade change forms were unable to be tested, because a transcript 

was not available or was incomplete.  
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Grade change forms for 21 instances were reviewed for the spring 2018 semester.  

Eight of these 21 (38%) grade change forms had an incorrect letter grade typed in 

the "change letter grade from" box. This error moved the student from a fail to 

pass status.  

 

The Nursing Faculty Handbook (2012) states that “item analysis will be 

performed on all exams”; “Adjustments to tests will be according to assessment of 

the test items and according to applicable and appropriate student challenge of test 

questions”; “Item analysis will reflect all alterations made to the original, such as 

multiple correct options, etc.”  The Assistant Dean of Allied Health described 

how Item Analysis should be performed, and the description involved a group of 

faculty members reviewing exam scores and documenting their determination on 

an item-by-item basis.  The available evidence did not substantiate this process 

description, for grade changes reviewed from the fall 2017 and spring 2018 

semesters. Nor does CBC have a documented item analysis policy.  

 

Based on the Nursing Faculty Handbook criteria for item analysis, it can be 

reasonably inferred that only a faculty member would have the knowledge and 

information to conduct and approve changes resulting from such an analysis.  In 

comparing practices with other colleges and universities, grade changes at these 

institutions are faculty-centered and are only executed without faculty 

authorization when justified by extenuating circumstances (e.g., faculty member 

death). 

 

Weak controls over both grant administration and grade changes indicate weak 

institutional integrity and could result in numerous impacts including 

accreditation issues.  The Southern Association of Colleges and Schools 

Commission on Colleges (SACSCOC) Resource Manual Section 1.1 states, 

“Institutional integrity is essential to the purpose of higher education.  Integrity 

functions as the basic covenant defining the relationship between the Southern 

Association of Colleges and Schools (SACSCOC) and its member and candidate 

institutions.” 

 

Recommendations 

Reform the grade change process by establishing appropriate controls to ensure 

that grade changes are authorized, documented, and in agreement with newly 

created CBC policy and accreditation principles. 

 

Review the 38 exceptions including unprocessed grade change forms and 

instances of students missing transcripts to determine what, if any, action is 

necessary for student grades to be accurate. 
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Management Response: 

 

CBC understands that its process for grade changes needs to be tightened. 

Therefore, CBC is already diligently at work on creating, adopting and 

maintaining a clear, concise process and procedure for grade changes in the 

future. We began this process in the late summer of 2018 and plan to take the 

new policy to our board for approval before the end of the year, allowing for 

full implementation in 2019. The new policy addresses the following material 

points: 

 

• Who may initiate a grade change, including the requirement of documented 

instructor approval 

 

• Detailed procedures for filling out and submitting grade change forms 

 

 

• Strict deadline for when grade changes must be complete 

 

• Procedures for grade changes due to extenuating circumstances 

 

• Comprehensive training for faculty and staff on the new policy and 

procedures will be mandatory in the first quarter of 2019. On June 5, 2018 

and September 1, 2018 all full-time employees were trained in FERPA. 

Training on the new grade change policy will include brief reminders on 

FERPA as it relates to grade changes. 

 

We believe the new policy, when implemented and adhered to, will address 

all concerns related to previous grade changes noted in the draft report. 

 

As to the past grade changes mentioned in the draft report; CBC wishes to 

note: 

 

• There were 272 unduplicated grade change forms submittetd for 124 

students. 142 of those grade change forms were signed by faculty (52%) 

 

• Eight students were changed from a failing to a passing grade, 4 of those 

students were allowed to return to the vocational nursing program because 

that was the only class that they failed 

 

• Fall grades were submitted on December 21, 2017 which was the same day 
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that faculty, staff and administration went on winter leave 

 

• It was brought to the attention of the Interim Director of the Vocational 

Nursing Program, Loana Hernandez, that the initial report of a 

faculty member not performing the required item analysis for their 

class (4 instructors teach the same class) had not been resolved near the 

end of the week of January 8, 2018 

 

• Item analysis and recalculation was performed through the weekend of 

January 13, 2018 

 

• Spring semester began January 16, 2018 

 

• Results of analysis and recalculation were presented to Dean of 

Workforce and permission was granted to change grades on January 16, 

2018 

 

• Students that would be able to return to program (4) due to the grade 

changes were contacted and instructors were informed on January 16, 

2018 

 

Also, please find attached a letter from Loana Hernandez, Assistant Dean of 

Allied Health, further explaining the grade changes to the Texas Board of 

Nurses. 

 

Finally, with regard to grade changes the draft report notes that "Due to the 

time lag between semester end and grade change processing student 

matriculation could have been negatively impacted. "The reason for the time 

lag is explained above and as also stated the potential time lag issue will be 

fully addressed in the new policy requiring prompt processing for grade 

changes. However, CBC wishes to note that even as to past grade changes, 

no actual impact on matriculation was noted or occurred and respectfully 

requests that the final report note that fact. 

 

Auditor Follow-up Comment: 

 

CBC did not address the 31 instances noted in the report finding #2, where the student 

transcript did not match grade change forms, or the seven instances where the 

auditors could not test transcripts because documentation was not available or was 

incomplete.  Additional due diligence is needed by CBC before a conclusion can be 

determined that no actual impact on matriculation occurred. 
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Exhibit 1 Summary of Questioned Costs 

Coastal Bend College 

Nursing Shortage 

Reduction Program 

Reports 

Report Date 

Reported 

Expenses 

2016 

Questioned Costs 

        

Report 1 (2016) June 22, 2017 $100,924  $100,924  

        

        

Report 2 (2016) October 12, 2017 $76,563  $76,563  

      $177,487  

        

  
Report Date 

Reported 

Expenses 

2017 
Questioned Costs 

        

Report 3 (2017) March 20, 2018 $174,494  $82,800  

      $82,800  

        

Total Questioned Costs     $260,287  
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Exhibit 2 Time and Effort Procedures for Grant-Related Employees 
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Attachment: Coastal Bend College As-Submitted Management Response 

 

 

  



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
13 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
14 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
15 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
16 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
17 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
18 

 

 
 

  



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
19 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
20 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
21 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
22 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
23 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
24 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
25 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
26 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
27 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
28 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
29 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
30 

 

 
 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
31 

 

 
 

 
  



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
32 

 

 
 

 
 

 

 



 

An Investigation of the Nursing Shortage Reduction Program and Related Matters at Coastal Bend College 

Report No. THECB-CM-FF-18-031 

November 2018 
33 

 

 
 

PERFORMED BY: 

Mr. Mark Poehl, CPA, CIA, CISA, CFE, Director, Internal Audit and Compliance  

Ms. Jamyen Robinson-Hall, Compliance Specialist  

Ms. Michelle Koog, CISA, Internal Auditor 

Ms. Carol Conner, Compliance Specialist 

Mr. Bobby Lane, Compliance Specialist 

cc:  

THECB 

Board Members 

Commissioner’s Office 

Dr. Raymund A. Paredes, Commissioner of Higher Education 

Ms. Linda Battles, Deputy Commissioner for Agency Operations and 

Communication/COO  

Dr. David Gardner, Deputy Commissioner for Academic Planning and Policy  

Mr. William Franz, General Counsel 

Strategic Planning and Funding 

Dr. Julie Eklund, Assistant Commissioner Strategic Planning and Funding 

Coastal Bend College 

Members, Coastal Bend College, Board of Trustees 

Ms. Shannon McCarron, VP of Strategic Planning and Administration 

Mr. Bernie Saenz, Director of Marketing and Public Relations 

Ms. Loana Hernandez, Assistant Dean of Allied Health 

Texas Association of Community Colleges 

Mr. Jacob Fraire, President and Chief Executive Officer 

State Auditor’s Office  

Internal Audit Coordinator 

Sunset Advisory Commission  

Ms. Jennifer Jones, Director 

STATUTORY DISTRIBUTION REQUIREMENT 

Office of the Governor-Budget and Policy Division 

Mr. John Colyandro, Policy Director 

Legislative Budget Board 

Ms. Julie Ivie, Assistant Director 


