





























Athletics Business Contract - Fanatics
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Responsible Person: Craig Westemeier (Senior Associate Athletics Director for
Trademark Licensing)

Planned Implementation Date: Immediately; Craig Westemeier also will
reconcile receipts of reports from the 2016-17 year.

Post Audit Review: Internal Audits will follow-up in the first quarter of FY18.

Royalty Payments Received after Due Date

Audit Issue Ranking: Medium

The one-time royalty reconciliation payment due on or before May 25, 2014, was
received 38 days after the due date and three out of four guaranteed royalty installments
during the contract year were received two to three days after their due dates. UT
Athletics is not monitoring the royalty payment(s) receipt dates. Without monitoring the
due dates for Fanatics payments, UT Athletics could encounter extended periods between
the date payments are due and the date payments are made.

The Agreement, Section 15.1 that corresponds to royalty reconciliation payment due
states ” In accordance with Section 15.4, on or before, May 25, 2014, Licensee will pay
University ... as a royalty reconciliation payment”

The Agreement, Section 15.2 that corresponds to guaranteed royalty and guaranteed
royalty installments payment due states-"....The Guaranteed Royalty will be paid by
Licensee to University in installments of ... within three (3) days after the beginning of
each Accounting Period"

Recommendation 5: UT Athletics management should monitor the royalty
payment dates and ensure that Fanatics deliver the payments on time according to
the terms of the Agreement.

Management’s Response and Corrective Action Plan:

The Texas Athletics Business Office already implemented a process with
reminders 30 days prior to due date and a follow-up five days prior to due date.
The staff confirms the incoming checks and follows up if payment is not received.

Responsible Person:
Jon Payne (Associate Athletics Director/CFO), Kendal Carrillo (Financial
Analyst/Receivables), Megan Helwagen (Accountant I)

Planned Implementation Date: Immediately

Post Audit Review: Internal Audits will follow-up in the first quarter of FY18.
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CONCLUSION

Based on our review of the Agreement with Fanatics, Internal Audits concludes that UT
Athletics and Fanatics are generally compliant with the basic terms of the Agreement.
Recommendations were made to improve web accessibility to those with disabilities and
improve controls and procedures related to monitoring the Agreement with Fanatics.

In accordance with directives from The University of Texas System Board of Regents,
the Office of Internal Audits will perform follow-up procedures to confirm that audit
recommendations have been implemented.
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APPENDIX

Audit Issue Ranking

Audit issues are ranked according to the following definitions, consistent with UT
System Audit Office guidance. These determinations are based on overall risk to UT
System, UT Austin, and/or the individual college/school/unit if the issues are left
uncorrected. These audit issues and rankings are reported to UT System directly.

e Priority — A Priority Issue is an issue that, if not addressed immediately, has a high
probability to directly impact achievement of a strategic or important operational
objective of UT Austin or the UT System as a whole.

e High — An issue that is considered to have a medium to high probability of adverse
effects to UT Austin either as a whole or to a significant college/school/unit level.

*  Medium — An issue that is considered to have a low to medium probability of adverse
effects to UT Austin either as a whole or to a college/school/unit level.

e Low — An issue that is considered to have minimal probability of adverse effects to
UT Austin either as a whole or to a college/school/unit level. Issues with a ranking of
“Low” are reported verbally to the unit and are not included in the final report.
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