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Suite 1100

One Jackson Place

188 East Capitol Street
Jackson, MS 39201-2127

Report of Independent Accountants on
Applying Agreed-Upon Procedures

Mr. V. Gordon Moulton, President
University of South Alabama:

We have performed the procedures enumerated below, which were agreed to by management of the
University of South Alabama (the University), solely to assist you in evaluating whether the accompanying
Statement of Revenues and Expenditures (the Statement) for the University of South Alabama
Intercollegiate Athletic Department is in compliance with the National Collegiate Athletic Association
(NCAA) Bylaw 3.2.4.16 for the year ended September 30, 2012. The University’s management is
responsible for the Statement for the University of South Alabama Intercollegiate Athletic Department and
the Statement’s compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency of these procedures is solely the responsibility of management of the
University. Consequently, we make no representation regarding the sufficiency of the procedures described
below either for the purpose for which this report has been requested or for any other purpose.

Our procedures and findings were as follows:

Statement of Revenues and Expenditures — Agreed-Upon Substantive Procedures

(a) We obtained the Statement for the University of South Alabama Intercollegiate Athletic Department
(Athletic Department) for the year ended September 30, 2012, as prepared by management and
shown in the Statement of Revenues and Expenditures (Exhibit A). We tested the mathematical
accuracy of the Statement and the reconciliation prepared by the University of the amounts on the
Statement to corresponding amounts in the University’s general ledger without exception.

(b) We compared actual Athletic Department expenditures per the University’s general ledger with
budgeted amounts and also inquired of Athletic Department management as to variances greater than
$50,000 of prior year amounts. Management provided explanations for all variances which exceeded
the identified scope.

(¢)  University management provided a summary of the University’s internal control unique to the
Athletic Department. We read the summary documents that include information regarding the
general control environment and internal control procedures unique to intercollegiate athletics which
assist in ensuring that recorded revenues are complete and expenditures are properly authorized.
Based on our reading of the summary documents, we noted no issues in the design of the internal
controls which would represent material weaknesses as defined by American Institute of Certified
Public Accountants.

(d) We performed the following procedures on operating revenues as presented in Exhibit A:

(i) Ticket sales — We agreed revenue for Men’s Football, Men’s Baseball, Men’s Basketball,
Women’s Softball and Women’s Basketball per the general ledger to the ticket sales registers,

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{“KPMG International”), a Swiss entity.
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(i)

(iii.)

(iv)

v)

(vi.)

(vii.)

noting that the general ledger and ticket sales registers agreed to within a difference of
$19,647. Ticket sales registers record ticket sales activity based on when the sporting event
occurs. Ticket sales are recorded in the general ledger based on when the revenue is
recognized.

Student fees — We gained an understanding of the process of allocating student fees to the
University’s athletic program and to individual sports. In accordance with the internal
allocation approved by University management, the University has an all inclusive rate per
semester hour. Athletics receives fees equal to the prior year amounts, plus or minus growth in
total credit hours, plus 8% to be held as a special reserve. For Fall 2012, athletics will receive
fees equal to the prior year amounts, plus or minus growth in total credit hours, plus 7.7% to be
held as a special reserve. Additionally, we recalculated the University’s allocation of total
student fees to within management’s 1% acceptable tolerance range.

Guarantees — We obtained a detail of revenue guarantees paid to the University noting that
revenue guarantees related principally to Men’s Basketball and Men’s Football. We obtained
copies of signed agreements with Mississippi State University and North Carolina State
University. The signed agreements supported 88% of the total current year guarantees.

Contributions — We obtained a listing of contributions received by the University and agreed
the listing to the general ledger without exception. We noted that the University did not receive
any individual contributions in excess of 10% of total contributions.

Direct state or other government support — We noted that there were no direct state or other
government support amounts received in fiscal year 2012.

Direct institutional support — We obtained the supporting schedules for the direct institutional
support entry. Additionally, we recalculated the allocation of institutional support to individual
sports based on management’s methodology.

NCAA/conference distributions, including all tournament revenues — We obtained the detail of
NCAA and conference distributions from the general ledger and selected 49% of the total
dollar amount of the remittances from the NCAA and Sunbelt Conference for testing. We
examined check copies or wire remittances for each of the amounts received.

(viii.) Broadcast, television, radio, and internet rights — We obtained the agreement with Sidearm

(ix.)

(x)

Sports for web site services to gain an understanding of the terms and conditions. We verified
that revenue related to this contractual agreement was recognized appropriately in fiscal year
2012 in accordance with the agreements. The amounts tested constitute 73% of the revenue for
this line item.

Program sales, concessions, novelty sales, and parking — We obtained a detail of program sales,
concessions, novelty sales, and parking and agreed the detail to the general ledger. We agreed a
sample of revenue receipts to supporting documents noting amount, approvals, etc., without
exception. The amounts tested constitute 29% of the revenue for this line item.

Royalties, licensing, advertisements and sponsorships — We obtained the agreement with IMG
Communications for all multimedia services to gain an understanding of the terms and
conditions. We agreed a sample of revenue receipts to supporting documents noting amount,
approvals, etc., without exception. The amounts tested constitute 44% of the revenue for this
line item. We verified that revenue related to this contractual agreement was recognized
appropriately in fiscal year 2012 in accordance with the agreements.



(e)

(xi.) Sports camp revenues — We noted no sports camp revenues recorded in fiscal year 2012.

(xii.) Endowment and investment income — We obtained a detail of endowment and investment
income received by the University and agreed the detail to the general ledger without
exception. We examined supporting documentation of the allocation of endowment income
from the USA Licensing Program Endowment. The amounts tested constitute 99% of the
revenue for this line item.

(xiii.) Other — We obtained a detail of other income received by the University and agreed it to the
general ledger without exception. We examined the three contract agreements and deposit
receipts that constituted 26% of the revenue for this line item.

We performed the following procedures on operating expenditures, as presented in Exhibit A:

(i.)  Athletics student aid — We obtained a detail of student athletes. From that detail, we selected
ten individual students (student numbers J00435713, J00266595, J00338552, J00361390,
100293993, J00196618, J00410800, 100243420, J00295234, and J00427519) and compared
those individual student’s financial aid awards to their student accounts to ensure that the
student account appropriately reflected the student aid.

(ii.) Guaranteces - We obtained a detail of guarantee expenditures and agreed the detail to the
general ledger without exception. We examined individual contracts with California
Polytechnic State University for $112,500, Mississippi Valley State University for $150,000
and Nicholls State University for $200,000.

(iii.) Coaching/support staff/administrative salaries, benefits, and bonuses — We selected ten
coaches — Assistant Men’s Football Coach — 2/1/12 — 9/30/12 (employee ID J00231592),
Assistant Men’s Football Coach (employee 1D J00232109), Assistant Men’s Basketball Coach
(employee 1D J00104343), Head Men’s Coach Football (employee ID J00230847), Head
Women’s Basketball Coach (employee ID J00055062), Head Women’s Soccer Coach
(employee ID J00210498), Head Women’s Softball Coach (employee ID J00214405),
Assistant Men’s Baseball Coach (employee ID J00434373), Assistant Men’s Cross Country
Coach (employee ID J00399254), Assistant Women’s Basketball Coach (employee ID
J00214380), and five athletic administrators — Athletic Counselor 11 (employee ID JO0069081),
Director, Athletics Compliance (employee ID J00271705), Assistant Director, Athletic
Academic Services (employee ID J00406288), Athletic Trainer (employee ID J00248327),
Associate Athletic Director (employee ID J00013354). For each of the employees, we
examined the employee’s wages per their W-2 and compared the amount to approved wages
and salaries per the employee’s personnel file.
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(iv.) All other expenditures — We selected twenty-seven individual vouchers from the 2012 fiscal year
that fell under the following expenditure categories: recruiting; team travel;, equipment,
uniforms, and supplies; game expenses; fund-raising, marketing, and promotion; direct facilities,
maintenance and rentals; medical expense and medical insurance; membership and dues; and
other. We examined invoice copies and direct pay requests or purchase orders (where applicable)
for the expenditures on the following vouchers, which comprise approximately 9% of the

expenditures not included in the categories listed in (e)(i.), (e)(ii.), and (e)(iii.).

Number Voucher no. Number Voucher no.
1 10624550 15 10615409
2 10648815 16 10076371
3 10632261 17 10653533
4 10709880 18 10077930
5 10658964 19 10648513
6 10077184 20 10632649
7 10711585 21 10080940
8 10716219 22 10639551
9 10684044 23 10671066
10 10070500 24 10676355
11 10684987 25 10612243
12 10071299 26 10714702
13 10075089 27 10075256
14 10073352

* ¥ ¥ % & & &

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on the compliance of the accompanying Statement of Revenues and Expenditures
for the University of South Alabama Intercollegiate Athletic Department for the year ended September 30,
2012 (Exhibit A). Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.

This report is solely for the information and use of management of the University and is not intended to be
and should not be used by anyone other than these specified parties.

KPMe P

January 15, 2013
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